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202 3: How we performed

Gross residential lending Total assets

£4 . 4bn

(2022: £5.0bn)

We helped 34,900 more people
have the home they want,
including 17,700 first time buyers

£28.1bn

(2022: £25.5bn)

Savings balances

£20.8bn

(2022: £17.5bn)

We helped 122,300
more people save for
their future

Average savings rate?!

35.05%

Compared to the rest of the
market average of 2.46%
An average benefit to all
our savers of £110.0m

"%

O

Profit before tax

£181.5m

(2022: £220.5m)

IIJ

Common Equity Tier 1 Capital

28.2%

(2022:33.3%)

Reserves available
to protect us from
future problems

Customer satisfaction?

94%

(2022:93%)

We have an ongoing
commitment to be customer
focussed in everything we do

A~

Colleague engagement®

3.5

(out of 10)

We are committed
tobeingagreat
place to work

-

W N

CACI's Current Account & Savings Database (CSDB), stock, January 2023 to December 2023, latest data available. CACl is an independent company that provides financial

benchmarking data of the retail cash savings market.

Overall customer satisfaction in a survey of 3,612 members from January to December 2023.

Your Voice colleague survey, 1,602 respondents (91% response rate) in June 2023.
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With this being one of the hardest times to afford a home since our
founding yearin 1875, and the number of first time buyers at a 10 year low,
this goal has never been more relevant and important.

Performance over 2023

We measure our performance in terms of how well we are
delivering on our purpose across a number of key areas:

to help people achieve their aspiration of home ownership,
we develop innovative mortgage products and lend to
them on aresponsible and sustainable basis; to fund our
lending we provide savings products which are consistently
competitive; and to make sure that we can continue to

do this for generation after generation, we need to make
sufficient profit to maintain our financial strength, while also
being able to invest in our people, in improving our service
and in developing our technology.

The headwinds which we faced in 2023 included a much
smaller mortgage market, house prices on a declining
trajectory, continued pressures on the cost of living,

a sluggish economy and intensified competition.
Notwithstanding this, | am pleased to report thatin 2023
we made strong progress in all key areas.

The details are covered in the Chief Executive's review of the
year, and elsewhere in the Annual Report, however, some of
the most important headlines include:

« Half of all our new mortgages went to helping first time
buyers, up from one in three in 2022.

« The average interest rate on our savings accounts was
0.59% above the average rate for the market as a whole -
a benefit of £110 million for our savings members.

« We won multiple awards for customer service and achieved
a 94% service satisfaction score in a survey of members.

« The Society’s membership reached an all-time high
o0f 919,000.

« Colleague engagement scores improved to 8.3 out of 10,
which places us in the top 25% against the benchmark for
financial services.

« Pre-tax profit totalled £181.5 million, sufficient to underpin
our financial strength and maintain our investment for
the future.

« Through Society and member contributions of over
£1 million, we supported primarily purpose-linked
community schemes and projects.

Board changes

Two new appointments were made to the board

this year. Farah Buckley joined in April as an independent
non-executive director. She also joined both the Audit

and Board Risk Committees. Farah is a chartered accountant
with extensive experience as an executive in private equity
and corporate finance.

Pam Rowland joined the board in May as anindependent
non-executive director. She also joined the Board Risk,
Nominations and Remuneration Committees. Pamis a
chartered banker with over 30 years experience in financial
services principally in chief operating officer and change roles.

David Fisher has agreed to remain on the board as a non-
independent non-executive director. David has an extensive
career in financial services at a senior level and his continued
presence brings valuable continuity.

Outlook

On a personal note, | announced in January my decision to
step down as Chair in 2025. While this will be my last year
with the Society, my commitment and determination to build
a strong Society for future generations remains unchanged.

Looking to the future, we expect many of the headwinds
that existed last year to continue into 2024, albeit that our
expectation is that interest rates will begin to decline, which
will support a moderate increase in activity in the housing
and mortgage markets. Guided by our purpose, we remain
well placed to prosper and are confident in our outlook for
the year ahead and beyond.

The Society is fortunate in having an outstanding and
distinctive culture. Our colleagues feel a keen sense of
engagement and pride in our business and identify with our
purpose. Our consistently strong performance is down to
them and the Society’s leadership team, and | am extremely
grateful for all their efforts.

lain Cornish
Chair

22 February 2024
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Chief Executive

Officer's
Highlights

Since 1875, Leeds Building Society has grown from strength
to strength thanks to the care and dedication of those who
came before us. They forged a strong bond between the
Society and its members through good times and bad, a
bond built on trust and a shared sense of purpose.

Remaining mindful of our roots served us wellin 2023,

a year of economic turmoil, which brought cost of living
pressures that affected both members and colleagues. Yet
itis at times like these that | see us at our best —delivering
on our purpose, supporting our members through times
of uncertainty, and continuing to build a sustainable and
financially secure Society for future generations.

Our growth in 2023 highlights the effectiveness of our
approach. We welcomed 157,000 new members to the
Society, bringing our total membership to an all-time high of
919,000. It was a record year for net savings inflows with £2.7
billion, resulting in total savings balances of £20.8 billion, and
we achieved £4.4 billion of mortgage lending, with six of the
ten biggest mortgage lending days in our history.

The financial strength of our Society remains robust. I'm
pleased to report pre-tax profits totalled £181.5 million, the
second highest in our history, capital and reserves exceed
£1.6 billion, and liquidity levels are well above regulatory
requirements. Our total assets increased to £28.1 billion,

an all-time high for the Society.

Risk Management

Strategic Report Report

Governance

Our commitment to our purpose

We're committed to making the home ownership dream a
reality through our purpose: putting home ownership within
reach of more people - generation after generation.

In 2022, we became the first national mortgage lender to
stop providing mortgages for residential second homes.
This year we deepened our support with more industry firsts,
including a new partnership with Experian Boost, which
enhances aspiring borrowers' credit scores by factoringin
regular payments, such as council tax and even Netflix
subscriptions. In December, we launched Reach Mortgages,
a product range designed to help those who meet our
various mortgage affordability and other criteria but have
lower credit scores. In a much smaller mortgage market,
these innovations contributed to us helping 17,700 first
time home buyers onto the housing ladder.

This was recognised externally when we were named ‘Best
Shared Ownership Mortgage Lender’ in the 2023 What
Mortgage Awards, for the eighth consecutive year. We also
won 'First time Mortgage Buyers' Choice’ at the Moneyfacts
Consumer Awards.

Financial Statements Other Information



One of the largest challenges facing first time buyers is
saving for a deposit. To help, we launched Home Deposit
Saver, aregular savings account offering a £500 bonus upon
receiving a mortgage offer from us. We also launched a new
savings product tailored to shared ownership borrowers
aiming to purchase a larger share of their homes.

We continue to campaign for real change in the housing
market, believing that solutions lie in building more homes
of all types, increasing affordable routes to home ownership,
and better supporting people to save for their deposit. In
September we published a new report focused on first time
buyers called, ‘A Place to Call Home'. This report forecasted
426,000 would-be first time buyers — 233 per day — will be
priced out of the housing market in England over the next
five years. | presented the findings of this report individually
to MPs and at Labour Party and Conservative Party
conference events, including one with the Housing Minister.

We brought further attention to the frustrations of

first time buyers at Party Conferences by launching an
advertising campaign based on an unseen fictional city called
‘Losthaven’ We will continue to stand alongside the residents
of ‘Losthaven’ to amplify their voices and ensure action is
taken to protect the future of home ownership, generation
after generation.

Improving service for our members

I'm pleased to report that customer service and support for
members improved further with satisfaction levels reaching
94%. It's clear that our members appreciate the personal
service they receive when they visit us in person—our
network of branches, and the people who work there, are a
great strength of our Society and one that we remain deeply
committed to.

Alongside this, we invested in our colleagues and new
technology solutions to improve customer service and digital
experiences for members. While this led to higher costs in
2023, our cost income ratio remains among the lowest for
banks and building societies and we have set the foundations
for new digital capabilities to be built in years to come,
experiences which will allow members to engage with us in
away they choose to; be that in branch, via contact centre,
digitally, or all three.

We are already seeing the benefit of this investment.

For example, enhancements to the digital saving maturity
journey has increased the number of members using digital
channels by 41%, and a new savings application process
reduced the time it takes for members to apply by over 80%.
Lastly, mortgage intermediaries can now receive a mortgage
offer in principle from the Society as quickly as within

17 seconds.

We know though that great products and service come
from our skilled and committed colleagues, workingin a
diverse and inclusive culture. I'm delighted our colleague
engagement scores, measured in the annual “Your Voice'
survey, improved to 8.3 (out of 10) versus 8.0in 2022.

We reward colleagues fairly at all levels of the business and
support their wellbeing. We have been a Real Living Wage
employer since 2019 and in January we increased minimum
salary levels by 14.6% to £22,000. This year we invested

in developing colleagues to fulfil their true potential and
we made considerable progress in creating a diverse and
inclusive environment where we value our differences,

by promoting Race Equality Week, National Inclusion Week
and Black History Month. Our new digital work experience
programme launched this year. 398 young people joined
us virtually across two cohorts, with 69% of these cohorts
being from an ethnic minority background.

Our purpose is more relevant
than ever and our commitment

to it will remain steadfast.

Leeds Building Society | Annual Report and Accounts 2023 7



Chief Executive Officer’s Highlights continued

Navigating interest rate challenges

A significant aspect of 2023 was the increase in the Bank
of England interest rate to a 15-year high, an issue with
far-reaching effects on savers and borrowers alike.

In a year which saw average savings rates at the highest
levels since 2008, our dedication to providing value led us to
offer savings interest rates 0.59% above the market average,
translating into an additional £110 million for our members.

As a Society established nearly 150 years ago to help
people save and buy their own homes, we have along
history of standing shoulder to shoulder with our members
during difficult moments. We put financial wellbeing at the
forefront of our decision-making and took action to protect
members from the full impact of the Bank of England’s base
rate increases. Since December 2021, the Bank of England
increased its base rate 14 times, however on six occasions
we chose not to pass on these increases to our standard
variable mortgage rate.

Our purpose means that it is just as important to help our
members stay on the property ladder. In June we were one
of the first mortgage lenders to sign the Government's

new Mortgage Charter and the first to introduce a simple,
digital application process for borrowers seeking assistance
through the Charter. Indeed, we went well beyond these
requirements and as well as investing in training for customer
service teams to better identify and support members at risk
of financial difficulty and partnering with debt advice charity
Step Change to refer members to free financial support,

we continued to not charge arrears fees to our members
during 2023.

Despite the challenging economic conditions, our arrears
levels remained stable, demonstrating the value of this
support, as well as our responsible lending practices.

Making a difference to each other and to
our members

As a mutual, it is vital that we continue to be a sustainable
business. We recognise our responsibility to consider the
wider impact of our business and we believe in sharing our
success with our colleagues and members, as well as our
communities and the causes our members care about.

We are committed to the orderly transition to a greener, net
zero economy by 2050. This year we continued our journey
to significantly reduce our energy consumption by 2030 and
become net zero in our operational emissions. We worked
with the Energy Savings Trust to launch an online tool that
helps members assess and improve the energy performance
of their properties and we launched a new mortgage which
factors in a property’s Energy Performance Certificate

(EPC) rating to offer preferential rates for the most energy-
efficient homes.

Risk Management

Strategic Report Report

Governance

The compassion and generosity of our colleagues was

again clear throughout the year. We are delighted to have
awarded over £1 million to communities in 2023, supporting
247 different organisations through grants, fundraising and
volunteering, with over 670 colleagues donating 5,900 hours
to community groups and raising £267,000 for our charity
partner Dementia UK.

Using funds donated by the Society and our members
through the "Your Interest in Theirs' scheme, the Leeds
Building Society Charitable Foundation awarded just under
£340,000 to 47 charities, providing support to people in need
of a safe and secure home across the UK. Also in line with our
purpose, five community projects supporting people who
experience barriers to home ownership received a share of
£240,000, thanks to nominations from colleagues.

Afour-year partnership with Dementia UK draws to a close
in 2024 with fundraising topping over £800,000. Beyond
fundraising, the ‘Closer to Home' project has seen over 400
specialist face-to-face dementia care clinics in 40 of our
branches and facilitated over 3,300 virtual appointments
with Dementia UK's Admiral Nurse.

Recognising our roots, we extended our long-standing
sponsorship of Leeds Rhinos rugby league through to

2026, expanding this partnership to include sponsoring the
Leeds Rhinos netball team during the 2024 season. We also
sponsored the Leeds Digital Festival and Leeds Pride, where
hundreds of colleagues joined the parade through the city
in June.

2024 outlook

As we look ahead, it isimportant to acknowledge the
decision by lain Cornish to step down as our Chair from 2025.

This year is likely to bring yet more economic uncertainty,
political change and cost of living challenges, but we areina
strong position to support our members through themas a
result of lain’s contribution to our growth and strengthening
of our long-term future, his care in safeguarding this
Society's rich heritage, and his determination to delivering
our purpose. The Board has initiated a process for the
appointment of our new Chair and an update will follow
once that process is complete.

Indeed our purpose is more relevant than ever and our
commitment to it remains steadfast. This, combined with
our financial strength, our successful strategy, and our skilled
colleagues, gives me real confidence about the future.

As always, | thank you, our members, for your ongoing

trust and confidence in our Society.

Richard Fearon
Chief Executive Officer

22 February 2024
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Business Model and Strategy

Year ended 31 December 2023

Leeds Building Society is the fifth largest building society in the UK, with assets of £28.1 billion. As a mutual organisation
we are owned by our members and we act in the best interest of our members and wider stakeholders, over the long-term.

Our purpose

Our purpose is ‘Putting home ownership within reach of more people - generation after generation’. Home ownership has
always been an important focus for our business, as we believe more people should have the security of owning their own
home. We are committed to supporting our members onto and up the housing ladder, as well as supporting them to remain in
their home when faced with an uncertain economic and market environment, among other challenges. Our strategic drivers
and behaviours enable us to do so.

What we'll deliver How we'll deliver it

More responsive model

Close-the-gap innovation

| push forward
| have the right conversation

Putting home ownership within reach of more people
generation after generation

Strategic drivers: What we'll deliver Behaviours: How we'll deliver it
More responsive model —it's our responsibility to I am curious — seeking out expertise from different
serve members and society for generations. We will perspectives in the business, and looking outside
build foundations that are strong and responsive to for insight and inspiration.

the changing context we will face.

I focus on what matters — doing the things that will
Close-the-gap innovation — there are too many make the biggest difference, and always doing the
barriers to people getting the home they deserve. right thing for our members and our Society.
We will be relentless in partnering and creating
solutions to help people onto and up the ladder of

home ownership. I push forward — making decisions and creating
solutions to barriers.

I have the right conversation —facing into difficult
conversations, and celebrating
great work.

Leeds Building Society | Annual Report and Accounts 2023 9
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Business Model and Strategy continued

Our business model

Our purpose is delivered through our simple business model
—providing a safe and rewarding place to save and supporting
home ownership by providing a range of mortgages to

our members.

The Society provides residential mortgages in the UK,
through a network of approved mortgage brokers and
directly to members, through online and telephone channels,
to help members into homes of their own. We offer
mortgage products across mainstream residential, buy to
let and a range of other segments, such as shared ownership
and interest only. As a way of helping to put home ownership
within reach of more people, we no longer offer new
mortgages on second homes, which reduce the availability
of homes for local residents.

We fund the majority of mortgage lending with members’
savings, through a range of channels. We've continued

to support savers with our rates averaging 3.05% during
the year. The remainder is funded from wholesale money
markets on competitive terms, as well as reserves of
previous profit, and Government-supported funding
schemes aimed at increasing the level of lending across
the market.

Our strong liquidity position helps to make sure that there
are sufficient funds available to meet the requirements of
savers, investors and other creditors. Assets are invested
conservatively, in a range of high-quality investment
instruments and across a range of counterparties.
Environmental, Social and Governance (ESG) factors

are considered when assessing the creditworthiness

of our counterparties for liquidity investments and, ifa
counterparty was judged not to meet these criteria, then
their limit may be rescinded.

Risk Management

Strategic Report Report

Governance

We aim to generate sufficient profit through cost efficiency
and management of the net interest margin, in order to
maintain a strong capital position, supporting delivery

of our purpose, generation after generation. As a resullt,
we can continue to invest in the Society for the benefit of
our membership as a whole —for example, by improving
customer experience, modernising our technology
platforms, maintaining branches and enhancing the
colleague working environment.

Longer term, while we believe that our core product lines
are sustainable into the future, we expect the markets we
operate in to remain fiercely competitive and we will need to
adapt accordingly.

We continue to invest in our mortgage systems to improve
efficiency, speed up processing times and improve customer
experience. This will help us to serve the evolving needs

of more members, both through how they choose to do
business with us and by providing products relevant to them.
We continue to review opportunities to meet existing and
new members' needs better, including the development of
our products and distribution channels.

Financial Statements Other Information



Our business model is summarised below:

Where our funding comes from

How we use our funding

« Savers (via our branch network,

phone, online, post)
»  Wholesale markets
» Reserves of previous profits

Why we need to make profit

We are member-owned and do not pay

any shareholder dividends, however we

need to make profit to:

« Maintain financial strength

« Investinthe Society for the benefit
of our membership as a whole (for
example, maintaining our branch
network, improving digital capability
and customer experience, enhancing
our colleague working environment)
and to set up the business for
future success

« Provide benefits for the communities

in which we operate

\/

= .

Leeds
Buildin

Societ)? 4\]3

=)

What we need to spend

Costs of running the business and
investing to provide the right level of
service in an efficient way

Paying our colleagues fairly to attract
and retain talent

Paying our fair share of tax
Putting money aside for bad debts

The Society lends to help members
have the home they want, including:

Mainstream residential
First time buyers
Shared ownership

Buy tolet

Interest only

How we remain financially stable and

operationally resilient

« By maintaining liquid investments
with strong credit rated institutions
and central banks

« By making sufficient profit to
maintain a strong capital base

» By having a prudent lending approach

« By maintaining along term strong
credit rating

» By maintaining a multi-channel
business model

« Ongoinginvestment and focus on
operational risk reduction including a
robust cyber strategy

A key element of our mutual business model is also providing social value to our stakeholders, and there are some examples of

how we do this on the next page.

Our Purpose Impact Report demonstrates the impact of our responsible business activities and clearly outlines our aim to
drive positive social and environmental impact through what we do, now and into the future. The report is published on our
website at leedsbuildingsociety.co.uk/press/financial-results.

Leeds Building Society | Annual Report and Accounts 2023
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Business Model and Strategy continued

We deliver social value through the provision of

Members and brokers

Arange of mortgages — to enable borrowers to achieve the basic societal need of having a home, supporting
first time buyers and home owners to move onto / up the property ladder and to remain in their home.

Competitive savings rates —on a range of simple products designed to meet the different savings needs of
our members and enable them to save for what's important to them, including to buy a home.

A secure home for members’ savings — our financial strength means we are able to generate robust profits
that enable us to remain financially resilient, and allow us to make longer term decisions in the best interest
of members.

Superior customer service —our colleagues are focused on supporting the differing and evolving needs of
our members and brokers, generating consistently high levels of satisfaction.

©® KD ®

Colleagues

Stable employment opportunities — we offer meaningful roles that are fairly rewarded and have a supportive
and inclusive culture, creating career development opportunities for all. Our engagement scores place us
within the top 25% of the UK financial services sector benchmark.

|
O

Communities

the Leeds Building Society Charitable Foundation, our fundraising efforts, colleague volunteering scheme and

g Support for the communities in which we operate —we contribute directly to society through the work of
by paying our fair share of tax to support essential services.

Environment

Products and services that reduce climate risk and environmental impact — the increased focus on climate
issues presents further opportunities for the traditional mutual model to evolve and deliver innovative
solutions that contribute to a sustainable future. We are also taking further actions to reduce our own
emissions footprint.

Third parties

@ Products and services through partnerships with trusted third parties —who uphold the Society's values
[N and align their goals and objectives with our responsible business aims.

Regulators
- A strong focus on risk management and customer-centred decision making — with our Mutuality
— h . ) . ) ; :
Statement' and ESG Policy? setting out how we continually strive to do the right thing for our members,
colleagues, communities and the environment in which we operate.

Investors

a continued focus on cost efficiency and by keeping a robust liquidity position, and we always strive to act

A safe and secure investment — we maintain our financial stability through strongincome performance,
% responsibly as a business.

1  This canbe found on our website at leedsbuildingsociety.co.uk/your-society/about-us/mutuality.
2 This can be found on our website at leedsbuildingsociety.co.uk/your-society/financial-information.

Risk Management

Governance Financial Statements Other Information
Report
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Progress on 2023 corporate priorities

We have continued to demonstrate progress towards achieving our purpose. In 2023, one in two of our new mortgages
were provided to first time buyers, supporting 17,700 into their own home. We were one of the first lenders to sign up to the
Mortgage Charter, demonstrating our commitment to supporting members in financial difficulty to remain in their homes.
And we launched our ‘Losthaven’ campaign, raising awareness of the difficulties faced by first time buyers in the current
market and calling for action by the Government and industry. Our progress has been externally recognised through winning
the Leading with Purpose award at the Business Culture Awards in November.

During the year, we've continued to deliver against our strategic drivers, by focusing on our corporate priorities. We've
demonstrated our responsiveness through a changing and challenging economic and market environment and have pushed
forward on developing our innovation capability for the future, while also improving customer experience, products, and
propositions for our mortgage and saving members. Our progress against our corporate priorities is detailed below.

Corporate priority
More responsive model

Ensure we have highly
engaged and empowered
colleagues, a diverse
workforce and talent pipeline
to respond to our changing
context and needs

Progressin 2023

In 2023, our engagement score was 8.3 (out of 10) and sits above the financial services
benchmark. Our score was 8.6 (out of 10) when colleagues were asked if they would
recommend Leeds Building Society as a good place to work. During 2023, we piloted

a pulse survey to give us richer insight throughout the year and to take a more agile
approach to colleague listening.

To follow on from our Inclusive Leadership work in 2023, we developed and launched
our Empowering Allyship programme for all colleagues at manager level and below, to
support the delivery of our Inclusion Strategy. We took the opportunity to externally
assess our inclusion and diversity work, achieving the highest rating with Inclusive
Employers, at Gold standard.

Build a sustainable
technology platform and
rapid transformation
capability

We have delivered several foundational steps as we embark on our multi-year
technology transformation. These include the build of enhanced data and cloud
capabilities, that provide us with greater flexibility and scalability and, following a
successful pilot, the full mobilisation of our core banking transformation programme.

In arapidly evolving market, we have consistently launched new savings products at
pace, reducing average time to launch by 60%, to ensure members have access to our
most competitive products, as quickly as possible.

Maintain the capital strength
and cost efficiency to support
our differentiated product
mix and thrive though the
economic cycle

We maintained our strong capital position throughout the year, with all capital ratios
significantly in excess of the regulatory minima. In October 2023, the Society performed
a capital optimisation exercise repurchasing £192 million of its subordinated notes and,
as aresult, total regulatory capital has decreased during the financial year by 4%.

Our costs have increased in the year as we have invested in our multi-year technology
programme and long-term sustainability, but we maintain a strong focus on efficiency
with close control over our costs. Our cost ratios remain among the best in our sector.

Lead the business and
our members through the
transition to net zero

We've continued to take action to reduce our Scope 1 and 2 operational emissions, and
remain carbon neutral for Scope 1 and 2 market-based emissions and selected Scope 3
emissions. We've also set a new target to reduce our Scope 3 operational emissions by
25% by 2030, in line with the requirements of the Science-Based Targets initiative (SBTi).
Refer to our climate-related financial disclosures on pages 47-82 for further details.

We're working with housebuilder Keepmoat to support the first large scale
development of houses built to the Government's Future Homes Standard.

We've also launched a tool in conjunction with the Energy Saving Trust, which helps
members to better understand the energy efficiency of their home and actions they can
take to improve this.

Leeds Building Society | Annual Report and Accounts 2023
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Business Model and Strategy continued

Corporate priority Progressin 2023

Close-the-gap innovation

Develop streamlined lending journeys to « During 2023 we've continued to streamline lending journeys, which has
make it easy for members and brokers to do resulted in us reducing our average application to offer time by 24%, with
business with us our fastest mortgage offer being made 17 seconds after submission,

achieving an average broker Net Promoter Score (NPS) of 62%.

« We have also launched a new and improved digital mortgage solution,
making it easier for members who wish to take out a mortgage directly
with us through our website without advice.

« We have responded to the growing demand amongst landlords who are
increasingly opting to purchase property through a limited company by
launching our own limited company buy to let offering. This will support
our financial stability, and enable us to be there for our members,
generation after generation.

Proactively spot opportunities to meet the « Member insights and behavioural data have been used to support the
needs of our members and intermediaries revitalisation of our digital channel. More than 1,500 members were
through our data and insights involved in one-to-one trial sessions to co-develop and then test

updated functionality.

« We also delivered purpose-led product innovation, informed by the
needs of our members and prospective first time buyers.

« Weintroduced a new data capability to enable Society-wide insights
to support our members. Our data visualisation capability has been
extended to provide insights including complaints, IT performance and
telephony servicing, and we have delivered a new suite of insight to
measure additional customer outcomes.

« Following analysis of our current criteria offering, website behaviour and
broker feedback, we introduced a set of dynamic improvements to the
way we present and manage our acceptance criteria on the intermediary
site, in conjunction with Criteria Brain, helping to improve our broker
interactions and to support our intermediary teams.

Develop capabilities and an innovation « We launched our First Home Helper tool in July 2023. This helps first
mindset focused on helping more people time buyers understand the ways in which they can buy their first home
onto and up the property ladder and how to set a budget when saving for a deposit.

« We were the first UK mortgage provider to work with Experian and
connect to their free Boost service, which allows people to potentially
‘boost’ their credit scores by using open banking to assess the last
12 months of payments such as council tax, and subscriptions to
streaming services.

« We also launched our new range of Reach Mortgages in December,
which are designed for people if their credit score doesn't qualify for one
of our standard mortgage products (customers still need to meet our
affordability and prime lending criteria).

Risk Management

Governance Financial Statements Other Information
Report
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Corporate priority
Step-up savings

Cherish our branch network and the service
and loyalty it delivers

Progressin 2023

We continued to invest in our branch network in 2023, and we continue
to have some of the most efficient branch networks amongst our

peer group®.

Member satisfaction with our branch network remains extremely high,
at an average of 94% during 2023*.

We have committed to our future Property Strategy (which commences
in 2024), with a phased refurbishment and upgrade programme of our
branch network over the next 10-12 years.

Deliver a multi-channel experience

that meets member needs and drives a
step-change in awareness, accessibility,
and service

We have started to roll out a new savings application process that has
reduced the time it takes our members to open an account by over 80%.
It has improved access for all members and has resulted in nine times
more applications from mobile devices.

We have maintained our 50 branches, and have also increased the
capacity to handle an additional 5,000 calls per month in our Contact
Centre, through increasing efficiency of our systems and removing some
manual processes.

We have audited all digital journeys to understand any potential barriers
and have made enhancements to improve usability for all members.

Define and deliver a savings member
value proposition that creates connection
beyond rate

Across all strategic drivers

Delivery of our purpose is underpinned by
the effective identification and management
of the risks we face

Our new Shared Ownership Saver and Home Deposit Saver products,
launched this year, support members in saving for a deposit to purchase
ahome of their own, or a bigger share of their current home.

We have paid 0.59% above the average market savings rate during 2023,
equating to an annual benefit to all our savers of £110 million.

We've also been re-accredited with the Fairer Finance Gold Ribbon for
our savings products, which recognises the good customer service
we've offered to savers, our transparency and how well we handle
complaints.

For information on our identification and management of risks faced
by the Society, please see the Risk Overview, Climate-Related Financial
Disclosures and the Risk Management Report sections.

People
Our approach

Our People Division is focused on unlocking the talent of our colleagues to supercharge our purpose. The progress that we
are making for our members and future customers would not be possible without the fantastic efforts of our colleagues.
Ensuring that they continue to feel a real sense of belonging and have a genuine connection to our purpose is crucial for us.

Listening and engaging with our colleagues

Creating opportunities for our colleagues to have a valued voice is of paramount importance, it enables high performance
through empowerment and removes barriers to colleagues doing their best work. There are several ways that we listen to our
colleagues and create opportunities for two-way dialogue across the Society.

3 eBenchmarkers Savings Report, Spring 2023.

4 Overall customer satisfaction in a survey of 3,612 members from January to December 2023.
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Business Model and Strategy continued

Our colleague survey —in 2023, our engagement score was 8.3 (out of 10) and sits above the financial services benchmark.
Our score was 8.6 (out of 10) when colleagues were asked if they would recommend Leeds Building Society as a good place to
work. During 2023, we piloted a pulse survey to give us richer insight throughout the year and to take a more agile approach to
colleague listening. Additionally, colleagues have been surveyed throughout the year on subjects that are important to them,
e.g. colleague benefits, climate.

Our colleague association —with 1,300 members, our colleague association meets regularly with our Chief Executive Officer,
Richard Fearon and Annette Barnes (our non-executive director who is responsible for representing colleague views with the
board). This provides feedback from our people and ensures that the board is kept informed about what is important to our
colleagues.

Our colleague voice groups —in 2023, to amplify our colleague voice, we have piloted a network of colleague groups who work
within their respective divisions to own actions from our colleague survey and to help to co-create the colleague experience
across the Society.

Our colleague-led forums —working with our Inclusion and Diversity team, our five colleague-led forums meet monthly
around disability, gender, LGBTQ+, race and wellbeing. The forums support the work of our Inclusion and Diversity Strategy,
through helping shape our work, raising awareness and approaching activity in an intersectional way.

£ | understand and believe in the £ Leeds Building Society is such £ I genuinely feel as though we
purpose, and | feel I that | can a great place to work. I've had are here to do right by people
contribute. | also believe the my confidence in myself built up and that makes me extremely
Society cares and wants to through working here and the proud to say | work at Leeds
make people’s lives better. L L) job feels rewarding too. L L) Building Society. L L)

Inclusion, diversity and belonging

Through our strategy '‘Being You; Transforming Us’, our ambition is to create a truly collaborative environment where diverse
perspectives are sought to fuel innovation and help deliver our purpose. We will do this by embedding inclusive practices into
everything we do and working towards becoming inclusive by design.

We have continued to work on our gender and race representation on the board and in our leadership team. The five-year view
of our inclusion and diversity metrics can be seenin the table below.

5-year view of inclusion and diversity metrics

2023 ‘ 2022 ‘ 2021 ‘ 2020 ‘ 2019
Colleague Number 997 725 926 596 838 507 829 499 838 486
group
Percentage | 58% 42% 61% 39% 62% 38% 62% 38% 63% 37%
Leadership Number 23 36 49 90 40 85 33 70 33 66
team (1)

Percentage | 39% 61% 35% 65% 32% 68% 32% 68% 33% 67%
Directors (2) Number 4 8 3 8 3 8 2 8 3 9
Percentage | 33% 67% 27% 73% 27% 73% 20% 80% 25% 75%

(1) From 2023 our definition of our leadership has been updated to reflect our senior leadership population only, in line
with industry best practice.

(2) Number includes executive and non-executive directors.

Risk Management
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In 2023 we launched an internal campaign to understand
more about our colleagues through asking them to share
more of their equality data with us. This data will enable

us to fully understand how representative we are of the
communities we serve, across a variety of areas where we
have not tracked data before, such as caring responsibility,
sexual orientation, disability, and social mobility. As we
gather greater data, we will explore further measures of
representation beyond gender and race.

This year we launched our Empowering Allyship programme
that takes all our colleagues on their own allyship journey.
Our colleagues explore the importance of creating an
inclusive culture and why it matters, how they can raise
awareness of non-inclusive behaviours and how to be an ally
to each other and create an environment of belonging. This
programme will support us in embedding inclusive practices
into everything we do.

To enable our colleagues to perform at their best, by
providing flexibility in where they work, many of our office-
based colleagues continue to work in a hybrid way, with some
of their time spent working in the office and the remaining
time working from home. This has been supported, in 2023,
by further investment in our digital platform to enable
effective hybrid teams. Additionally, we continue to offer

a broad range of flexible working options and patterns,
supporting colleagues to balance their home and work

life effectively.

We undertake regular reviews of our progress and were
delighted, in 2023, to be accredited Gold Standard by
Inclusive Employers, the first building society to achieve a
gold accreditation. We understand that this is a continuous
journey and are committed to reviewing, embedding and
improving our work around inclusion and diversity.

We know that home ownership is neither inclusive nor
diverse and, aligned to our purpose, we are committed
to supporting more people into home ownership. You
can read about our inclusion and diversity efforts in
our Purpose Impact Report, available on our website at
leedsbuildingsociety.co.uk/press/financial-results.

The wellbeing of our colleagues

Our colleagues and their wellbeing are core to our
overall success and overall colleague sentiment on the
Society's wellbeing approach is positive (+0.3 ahead of
UK Financial Services benchmark).

For 2023, we have moved to a more comprehensive
approach to the wellbeing of our colleagues covering
emotional, physical, social, and financial wellbeing —

this approach received positive feedback from Business
in the Community. To ensure that we keep focus in this
area we have:

« Refreshed the reach of our mental health first aiders;

« Built out our leadership development offer to include
modules around wellbeing and belonging;

« Conducted focused activity during wellbeing month, for
example the launch of a toolkit to support colleagues with
practical ways to improve their resilience;

« Added a women'’s pillar to our wellbeing app (it already
includes men's health, fertility and pregnancy and
menopause support); and

« Introduced a virtual 24-hour GP service for all colleagues.

Growing our people and their careers

We encourage colleagues to continually develop their skills to
support them in reaching their full potential and in 2023 we
put several things in place to help grow our talent pipelines
and our people:

Leadership development — our people leaders in the Society
have a key role to play in creating the right environment

for colleagues to perform at their best and, in 2023, we
developed a new people leader offering, ‘Leading with
Purpose), which is designed to clarify what we expect from
our leaders, whilst stretching and supporting them to
develop their leadership skills. Leaders can personalise their
learning journey, helping them to enhance their skills both
now and for the future.

Ignite programme - responding to a need identified by

our colleagues, in 2023 we created a new development
programme, Ignite. This programme was developed to
support colleagues looking to move into a people manager
role. Additionally, the programme supports the development
of our diverse talent with 68% of the cohort being female
and 12% being from an ethnic minority background. Data
from the pilot suggests that colleagues are seven times
more likely to be promoted into a people leader role by being
part of Ignite. Based on the success of the programme, it will
continue in 2024.
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Business Model and Strategy continued

Equipping our colleagues to support vulnerable customers
—in 2023, the Society focused on supporting our colleagues
to understand the needs of our customers, with the
creation of a learning solution which was delivered across
our Customer division. To inclusively cater for all learning
styles, these included a digital learning module, virtual and
face to face workshops and a sector-first gamified solution,
which provides colleagues with an immersive experience

to practice having conversations with customers who
might need additional support. The modules also provided
information on the new Consumer Duty requirements,
introduced by the FCA in July 2023.

Our diverse talent pipelines —in 2023, our new apprentices
joined the Society across various departments, with 29% of
this cohort being from an ethnic minority background. We
bring them back together to work on Society-wide initiatives
during their first 12 months and their energy and fresh
thinking is already contributing to the delivery of our

shared purpose.

Alsoin 2023, we launched our digital work experience
programme, with 398 young people joining us virtually
across two cohorts to experience life at Leeds Building
Society. This enabled students to gain insight into the type
of roles for which they might apply in the future. We were
keen to engage with students from diverse backgrounds and
across the programme saw participant representation at
45% female, 69% from ethnic minority backgrounds, 17%
accessing free school meals, 29% would be first generation
going to university and 5% having caring responsibility.

Rewarding our colleagues

Since 2019, we have been a Real Living Wage employer,
paying colleagues at least the Real Living Wage. Our
minimum salary from January 2023 is £12.08 per hour, which
is £1.18 above the Real Living Wage of £10.90 per hour.

In recognition of the challenges posed by the cost of living
crisis, we brought forward our April 2023 pay review to
January 2023, providing support to colleagues, which
included a minimum increase of 6% to eligible colleagues and
14.6% to colleagues on our minimum salary.

In 2023, we have made improvements to our benefits
offering to colleagues including our colleague discount
platform and other benefits to support wellbeing. We have
also created parity for some colleagues through improved
holiday entitlement and matched pension contributions.

In 2023, we also surveyed our colleagues to understand
which benefits are most meaningful to inform our future
Reward Strategy, to offer a compelling suite of options, which
colleagues can identify with.

Risk Management

Strategic Report Report

Governance

How the board engages with our colleagues

The board recognises the critical role our colleagues
play in supercharging our purpose to meet the needs of
our members, generation after generation and all board
members play an active role in supporting this.

In 2023, the board has continued meeting with our
colleague-led forums, including members of our inclusion
and diversity forums, who shared their lived experience of
work with them. lain Cornish, Chair of the Board, met with
each forum during the year.

In 2023, Annette Barnes, Non-Executive Director, and Chair
of the Remuneration Committee, has taken responsibility
for representing colleagues’ views at the board. Annette met
with the Chair of our Colleague Association quarterly and the
whole colleague association once during 2023, taking a keen
interest in the views and opinions of our colleagues.

Financial Statements Other Information



Key performance indicators

The Society measures its performance against its strategic drivers using a number of key performance indicators (KPIs),
including both financial measures, as defined under International Financial Reporting Standards (IFRS), and non financial
measures. Alternative Performance Measures (APMs) given below are in common use across the financial services industry
and are useful in explaining the performance of the business. The APMs are defined in the Glossary on page 249.

Home ownership

First time buyers

The number of new mortgage
members in the year

who are first time buyers,
demonstrating our purpose
of putting home ownership
within reach of more people.

2023
2022
2021
2020
2019

We remain committed to
helping first time buyers get on
to the housing ladder.In 2023,
despite challenging market
conditions reducing the overall
volume, we have increased the
proportion of our lending to
first time buyers.

More responsive model

Profit before tax

Profit before tax, as reported
in the income statement,
creating capital to support
future business growth.

2023
2022
2021
2020
2019

£181.5m

Profit before tax remains
elevated compared to historic
levels, reflecting the strong
margins achieved inrecent
years, contributing to the long-
term resilience of the society.

Net interest margin

The difference between
interest received on assets
and interest paid on liabilities,
measured as a percentage

of mean assets. Thisis the
Society's main source of
income.

2023
2022
2021
2020
2019

Net interest margin has

fallen reflecting the increase
ininterest rates paid to

savers as base rate hasrisen,
coupled with higher mortgage
market competition exerting
downward pressure.

Common Equity
Tier 1 (CET1) ratio

The highest quality form of
capital that mainly comprises
retained earnings and other
reserves, as a proportion of
risk weighted assets (RWAs).
This is measured to help make
sure that the Society retains
an excess over the regulatory
minimum.

2023
2022
2021
2020
2019

The reductioninour CET1
ratio results from an updated
calculation of capital
requirements due to market-
wide regulatory changes. Our
capital levels have increased,
and we remain well above
internal and regulatory
requirements.

UK leverage ratio

Another measure of capital
strength. Measured as the
Society's Tier 1 capital as a
proportion of relevant total
assets excluding central bank
reserves.

2023
2022
2021
2020
2019

Our UK leverage ratio has
remained broadly stable and
comfortably above internal
limits, through careful
management of our balance
sheet and profitability ina
challenging environment.
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Business Model and Strategy continued

More responsive model (continued)

Cost toincome

A cost efficiency ratio which

Increases in costs reflect the

ratio measures costs in relation 2023 investment made in our multi-
to the Society's income. Itis 2022 year technology programme
calculated as the percentage 2021 and long-term sustainability,
of the Society’s total income 2020 but we maintain a strong focus
spent on administrative 2019 on efficiency with close control
expenses and depreciation over our costs. Our cost ratios
and amortisation. remain among the best in our

sector.

Costtomeanasset | Anadditional cost efficiency We continue to maintain

ratio ratio which measures costs 2023 close control over our costs —
in relation to the Society's 2022 balancing cost efficiency with
total assets. It is calculated as 2021 the desire to increase member
administrative expenses plus 2020 value through more resilient
depreciation and amortisation, 2019 systems and improved service.
divided by average total
assets.

Colleague Colleague engagement is Our 2023 engagement score

engagement score measured annually across 2023 83 from our full survey was 8.3
all colleagues through our 2022 (out of 10), whichwasa 0.3
colleague survey. In October 2021 increase from our score in
2023 we piloted an additional 2020 2022. This score places us
shorter survey to provide 2019 in top 25% for UK financial

a 'pulse’ check on critical
questions.

services sector benchmark
which is animprovement from
2022 (where we placed middle
of therange).

Close-the-gap innovation

New (gross)
residential lending

The value of residential lending
advanced by the Society
during the year, including

loans for house purchases,
remortgages and further
advances.

2023
2022
2021
2020
2019

Lower application levels in
2023, linked to challenging
economic conditions and a
smaller UK mortgage market,
have reduced new lending,
although we have increased
our market share through our
competitive product offering.

Net residential

Gross residential lending, less

2023

Our reduced level of new

lending repayments of principal and lending is reflected in the
redemptions. 2022 lower level of net lending
2021 compared to 2022, although
2020 this is considered a strong
2019 performance relative to
the pressure in the wider
mortgage market.
. Risk Management . . .
20 Strategic Report Governance Financial Statements Other Information

Report



Close-the-gap innovation (continued)

Number of days
from mortgage
application to offer

The number of business days
it takes to issue a mortgage
offer from initial receipt of the
application.

2023
2022
2021
2020
2019

Continuous investment in
technology has enabled us
toimprove the time it takes
from mortgage application
to offer, a direct result of our
investment in systems and
capabilities.

Broker Net
Promoter Score
(NPS)

Demonstrates how likely
brokers are to recommend

the Society to their peers.
Calculated using the
percentage of people who are
extremely likely to recommend
and subtracting those who are
unlikely to recommend.

2023
2022
2021
2020
2019

Our broker Net Promoter
Score remains high as we
continue to focus on the
broker experience and a
streamlined process for
issuing offers.

Step-up savings

Savings balances

The value of shares and
deposits held by the
Society's members and other
customers, as reportedin
the statement of financial
position.

2023
2022
2021
2020
2019

£20.8bn

Our attractive product range,
particularly our fixed rate ISAs
andincreases in the variable
rates we pay our existing
savings members, have helped
us deliver record net savings
inflows in the year.

Savings rate

The annual benefit to all our

We consistently pay above

benefit savers of paying above market 2023 £110.0m average market rates to our
rates to savers, based on the 2022 savers, paying an average of
Society's weighted average 2021 3.05% compared to the rest of
savings rate compared to the 2020 market average of 2.46%.
rest of market rate. 2019

Customer The percentage of customers During 2023, we have focused

satisfaction

surveyed who described
themselves as quite, very or
extremely satisfied with the
service received from the
Society.

2023
2022
2021
2020
2019

94%

on delivering consistently
high service levels to our
members and this is reflected
in our customer satisfaction
score which has improved
from last year.
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Business Model and Strategy continued

Responsible business

At the end of the third year of our Responsible Business
Strategy (which runs from 2021 to 2025) we are pleased
to report good progress, with all but three out of our 15
responsible business KPIs on target at the end of 2023,
as illustrated on page 24. These targets will be kept under
review to ensure we continue to stretch our ambition.

We have published our second Purpose Impact Report this
year, as part of our aim to report in a clear and transparent
way, which outlines in more detail how we are delivering our
Responsible Business Strategy under our five key pillars:
‘Supporting Home Ownership’, ‘Sustainable Communities,
‘Inclusion and Diversity’, ‘Climate and Environment’ and
‘Trust and Transparency’. These themes were developed
following extensive consultation with over 3,800
stakeholders on which responsible business issues were
most important to them, and we're planning to repeat this
research periodically to ensure our strategy remains focused
on therightissues. The report can be found on our website
at leedsbuildingsociety.co.uk/press/financial-results.

Key achievements this year

Supporting home ownership

« We're proud to say that our purpose-led strategy has
supported 17,700 first time buyers onto the housing
ladder in 2023, which was one in two of our new
mortgages.

« We launched our ‘Losthaven’ campaign — a fictional city
we've created to highlight the upcoming generation of
‘lost’ first time buyers (of 426,000 would-be first time
buyers by 2027).

« We've introduced a number of new products which
will support people to buy their own home such as our
Home Deposit Saver, Shared Ownership Saver, and our
new range of Reach Mortgages. Our partnership with
Experian Boost may also improve affordability prospects
for some buyers.

» We've launched our new First Home Helper tool which
provides first time buyers with guidance on the routes to
home ownership available to them.

« We've been awarded What Mortgage's Best Shared
Ownership Lender for the eighth year in a row, and we've
been awarded First Time Mortgage Buyers Choice at the
2023 Moneyfacts Awards.

« We were also among the first lenders to sign up to the
Mortgage Charter and the very first to launch a simple,
digital application for borrowers seeking assistance
through the scheme. We also continue to offer tailored
support to members who struggle with their mortgage
repayments, and will not charge arrears fees®, such
as failed direct debit fees, until at least January 2025,
extending the suspension of these fees since the start of
the pandemic.

5  Third party costs, such as solicitor costs, are passed onto the customer.

Risk Management
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Sustainable communities

» We awarded over £1 million to communities
during 2023, supporting over 240 charities and
community groups.

« We're working with community organisation Holbeck
Together to support them in providing services to the
most vulnerable in the community, including offering
use of some of our office space free of charge.

« The Leeds Building Society Charitable Foundation
awarded over £340,000 in new grants to 47 charities,
which align with its purpose of helping people in need
of a safe and secure home.

« £250,000 was awarded to six colleague-nominated
charities supporting people at risk of homelessness,
single mothers, vulnerable people from the LGBTQ+
community and ethnic minorities, and asylum seekers.

« We donated £25,000 to the Disasters Emergency
Committee to provide aid in Turkey and Syria following
two devastating earthquakes in February 2023.

« Six Ukrainian refugee families moved into newly
refurbished accommodation above our Peterborough
branch, and we've been working with Oasis Community
Housing to help these families settle into the local
community and access essential services.

« We have raised more than £860,000 for our charity partner
Dementia UK since 2020, exceeding our £500,000 target.
Our new charity partnership launches in April 2024.

« Colleagues volunteered more than 5,900 hours to
support good causes.

Inclusion and diversity

» We have been accredited with the Gold Standard
by Inclusive Employers, the first building society
to achieve this.

« We hosted sessions with external speakers for
colleagues to raise awareness of key inclusion and
diversity-related topics.

» We hired our new apprentices and we launched our new
digital work experience programme, with 398 young
people joining us virtually across two cohorts.

» We sponsored Leeds Pride and Leeds West Indian
Carnival, and attended Northern Pride, with more than
200 colleagues joining the celebrations.

« We provided a virtual sign language interpreter service
for our members in conjunction with Sign Solutions,
and we're working with them to develop training for
our colleagues on how we can support individuals with
hearing loss.
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« We launched our Empowering Allyship programme,
in which colleagues explore the importance of creating
an inclusive culture and how they can be an ally to
each other.

Climate and environment
« We continue to be certified as a carbon neutral company
by Climate Impact Partners®.

« We've established a new target to reduce Scope 3
operational emissions by 25% by 2030, in line with the
requirements of the Science-Based Targets initiative
(SBTi) and the Paris Agreement, as well as a new ambition
for our Scope 3 mortgaged emissions.

« We're working with Keepmoat to support the first large
scale development of houses built to the Future Homes
Standard.

« We've continued to reflect energy efficiency savings in
the affordability assessment for new build homes.

« We launched a tool in conjunction with Energy Saving
Trust to support members to better understand the
energy efficiency of their home and actions they can take
to reduce them.

« Our colleagues have continued to support our
environmental charity partners, spending over 1,600
volunteering hours supporting their projects, including
planting over 8,700 trees in partnership with Yorkshire
Dales Millennium Trust, and maintaining a mile of
waterway behind our Leeds head office with the Canal &
River Trust.

Trust and transparency

» We have been reaccredited as a Real Living Wage employer,
a Disability Confident Employer and for the Fair Tax Mark.
We also continue to align ourselves to our Fair Pay Charter.

« We won the Leading With Purpose award at the 2023
Business Culture Awards, demonstrating the way in which
our purpose-led strategy is driving business decisions and
engaging colleagues and other stakeholders, to enable us
to take meaningful steps towards our ambition.

« We have recently been accredited with the Good Business
Charter for the first time following an assessment in
2023, demonstrating our continued commitment to our
members, colleagues, communities, suppliers and the
environment.

6  For Scope 1and 2 and Scope 3 business travel emissions.

« We've demonstrated our commitment to provide the
best experience possible for our members and brokers,
for example here are some of the awards we won in 2023:

» Credit Fico Awards Mortgage Lender of the Year 2023.

» MoneyComms Top Performers Awards Best Building
Society of the Year 2023.

» Fairer Finance Gold Ribbon for Savings.

» Institute of Customer Services ServiceMark
accreditation.

« During 2023, we maintained our strong Morningstar
Sustainalytics ESG Risk Rating of 16.1, and our overall risk
rating continues to be Low, placing us within the top 15%
of banks’.

« We have produced our second standalone Purpose
Impact Report to clearly outline our Responsible
Business Strategy and progress against our goals and
have continued reporting with reference to the Global
Reporting Initiative standards.

» We have published our ESG Policy® on our website to
increase transparency of our responsible business
activities.

Our responsible business goals

We made good progress against our responsible business
targets during 2023, meeting all except three of our KPIs.
An unexpected air conditioning leak in one of our properties
means that we have not hit our 2023 Scope 1 and 2 market-
based carbon emissions target, but we are taking action

to ensure we meet our 2030 climate targets. In 2023, we
set a new target and ambition for our Scope 3 emissions,
which are currently behind, but will become a focus for 2024
and beyond. We have also set new inclusion and diversity
targetsin line with industry best practice. As part of our
commitment to transparency we also continue to publish an
annual Purpose Impact Report, which outlines progressin
more detail.

7  Copyright © 2024 Morningstar Sustainalytics. All rights reserved. Morningstar Sustainalytics is a leading ESG data, research and ratings firm that supports investors
around the world with the development and implementation of responsible investment strategies. This report contains information developed by Sustainalytics
(sustainalytics.com). Such information and data are proprietary of Sustainalytics and/or its third party suppliers (Third Party Data) and are provided for informational
purposes only. They do not constitute an endorsement of any product or project, nor an investment advice and are not warranted to be complete, timely, accurate or
suitable for a particular purpose. Their use is subject to conditions available at sustainalytics.com/legal-disclaimers.

8  This can be found on our website at leedsbuildingsociety.co.uk/your-society/financial-information.
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Supporting home ownership

Help 65,000 first time
buyers into a home of
their own by 2025.

Progress: Ahead

supported by the end of 2023

supported by the end of 2023

2023 target: 41,000 first time buyers

Improve mortgage broker
satisfaction scores by

20% by 2025".

Progress: Achieved

2023 actual: 55,700 first time buyers

2023 target: +60 Broker NPS?
2023 actual: +62 Broker NPS?

Progress: Achieved

2023 target: >0.25%
2023 actual: 0.59%

Maintain an average savings
rate premium of at least 0.25%
compared to market average.?

Sustainable
communities

Provide £3 million to charities and
communities through grants,
donations and sponsorship

by 2025.

Progress: Ahead

2023 target: £2.1m by end of 2023
2023 actual: £2.5m by end of 2023

Maintain our share of UK high street
branches at higher than 0.50%.*
Progress: Achieved

2023 target: >0.50%
2023 actual: 0.65% (as at March 2023)

Inclusion
and Diversity

O

Achieve 45% female representation
in leadership roles by 2030.

Progress: On track

2023 target: 39%
2023 actual: 39%

Achieve 10% ethnic minority
representation in leadership roles
by 2030.

Progress: Ahead

2023 target: 7.5%

2023 actual: 8.5%

Our inclusion and diversity colleague
sentiment score is in top 25% of UK
financial services by 2030.
Progress: On track

2023 target: Top 25% by 2030

2023 actual: 8.7

(on the cusp of top 25%)

1. Broker satisfaction is captured by independent research of 900 interviews
between January and December 2023 (75 per month). Overall customer
satisfaction is captured from a survey of 3,612 members from January 2023 to

December 2023.

2. The Net Promoter Score® (NPS) is a measure of satisfaction and loyalty to the
Group based on survey responses. It measures the proportion of promoters
(positive responses) less the proportion of detractors (negative responses).
We use the NPS methodology to measure satisfaction among the brokers we

work with.

3. CACl's CSDB, Stock, January 2023 to December 2023, latest data available. CACI
is an independent company that provides financial benchmarking data of the retail

cash savings market.

4. Based on bank and building society UK business count data, Office for National

Statistics, March 2023.
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Climate and
Environment

&

Reduce absolute Scope 1 and 2
market-based emissions by 90%
by 2030.°

Progress: Behind

2023 target: 20% reduction
2023 actual: 29% increase

Governance

Reduce absolute Scope 1 and 2
location-based emissions by 60%
by 2030.°

Progress: Ahead

2023 target: 13% reduction
2023 actual: 39% reduction

Maintain carbon neutrality for Scope
1and 2 market-based emissions and
selected Scope 3 emissions, on the
pathway towards net zero.®

Progress: Achieved’

2023 target: 0tCO2e
2023 actual: 0tCO2e

Reduce absolute Scope 3 emissions
(categories 1-14) by 25% by 2030.°
Progress: Behind

2022 target: 2.8% reduction

(latest data available)

2022 actual: 2.7% reduction

(latest data available)

Ambition to reduce the intensity
of our Scope 3 financed emissions
(category 15) from our residential
mortgage book by 45% by 2030.
Progress: Behind

2022 target: 5.0% reduction
(latest data available)

2022 actual: 0.1% reduction
(latest data available)

Trustand
Transparency

Maintain strong colleague

engagement score which places us
in line with the UK financial services
sector benchmark.?

Progress: Achieved

2023 target: Top 25%
2023 actual: 8.3
(placing us in the top 25%)

Maintain high member satisfaction
scores of over 90%.*

Progress: Achieved

2023 target: >90%
2023 actual: 94%

Key:

Ahead

Where the cumulative
performance to date is >5%
above the target on a pro-rata
basis (where appropriate).

On track

Where the cumulative
performance to date is
between 100%-105% versus
the pro-rata target.

Behind

Where the cumulative orin
year performance is below the
associated target.

Achieved

Where the reported
performance for the year is in
line with or above the in year
target.

5. Our carbon emission reduction targets begin from a 2021 base year. For more
explanation of the definition of our climate targets please see pages 68 to 80.

6. Inaccordance with Climate Impact Partner’s CarbonNeutral Protocol, this includes
emissions from our business travel, fuel and energy related activities, waste
generated in operations, and home working.

7. Subject to independent verification which will be completed during 2024.

Any additional carbon offset credits that need to be purchased as a result of
verification / final emissions calculations will be bought during 2024.

8. Our Employee Engagement Survey provider (Peakon) enables us to measure

colleague sentiment and benchmark this against other financial services

organisations in the UK.

Financial Statements
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Stakeholder engagement

Our approach to corporate governance is based on the Principles and Provisions of the 2018 version of the UK Corporate
Governance Code (available at frc.org.uk). In order to meet the requirement for a Section 172 Statement (in so far as it is
relevant to a building society), we include a summary of how the board has carried out its duties in promoting the success
of the organisation. This includes how the board engages with stakeholders and remains cognisant of their needs when
running the business. Further detail on the board’s activities, engagement with stakeholders and how it demonstrates its
commitment to doing the right thing can be found in the Corporate Governance Report on pages 121 to 139.

The board’s approach

The Society considers the needs of a diverse range of stakeholders, which have been identified as those who may be
affected by our activities and those groups whose actions can affect the operation of the business. These stakeholders are
also actively considered in the development of the Society'’s strategy, specifically members' product and servicing needs,
the expectations of regulators, the needs of mortgage brokers, views of investors and credit rating agencies, as well as any
potential impact on colleagues. The board recognises that agreeing a strategy, which is cognisant of key stakeholders, will
optimise long-term value creation and ensure relevance in a fast-changing environment.

Examples of two key decisions made by the board during the year, and how stakeholder impact was considered, are shown on
pages 29 to 30 - specifically the board's considerations of the new Consumer Duty regulations and decisions taken to ensure

this would be embedded throughout the Society, and the decision to approve a new climate target for Scope 3 operational
emissions and a new climate ambition for Scope 3 mortgaged emissions.

Our behaviours help to underpin a strong culture appropriate for a mutual organisation, encouraging actions that are in the
best interests of members and other stakeholders. Demonstration of the behaviours in the workplace forms a key part of
our performance management approach. For further information on culture and how this is monitored, see the Corporate

Governance Report on pages 121 to 139.

Stakeholder engagement

We have set out below our key stakeholder groups and how we engage with them. Further information on the board's
engagement with each of these stakeholder groups can be seen in the Corporate Governance Report on pages 121 t0139.
Key performance indicators relevant to members, colleagues and brokers can be seen in the Key Performance Indicators

section on pages 19to 21.

Stakeholder | Why they are important

Members
and brokers

Members own the Society,
and the Society acts to benefit
members' interests over the
longer term.

Most of our lending is done
via brokers, who are key

to our business model of
helping members into homes
of their own.

How we engage with them

Independent external customer and
broker research.

Gain feedback though our online panel
TalkingPoint.

Trustpilot.
Annual General Meeting (AGM).
Social media.

Brand perception tracking with our
members and brokers.

Branches and contact centre.

Reporting to the board

The board balances the interests

of borrowing and saving members,

as well as brokers, when making
decisions about the Society's short
and longer term strategy. It does so
through consideration of the following
reporting:

« Annual analysis of five year forecast
of member joiners and leavers and
monthly reporting.

« Regular reports on service
performance and complaints.

« Regular reporting of member
experience ensures services and
products meet our members' needs.

» Consideration of mutual dividend.
« Reporting on savings rate benefit.

« Consideration of member input on
specific topics e.g. development
and shaping of a new purpose-led
product (Home Deposit Saver).

Leeds Building Society | Annual Report and Accounts 2023

25



Business Model and Strategy continued

Stakeholder
group

Why they are important
tous

How we engage with them

Reporting to the board

Colleagues Colleagues are critical to « Department and branch visits » Colleague survey results.
th.e success of the Society. « Yearly colleague survey. « Colleague update from colleague
Highlevels ofengagement « Colleague Association roadshows. representative and "Voice of the
mean colleagues will be more ) colleague’ board sessions.
productive, have a higher level | * Boardappointed colleague L .
of wellbeing and will go the representative Annette Barnes (Non- + Colleague Association topics.
extra mile for our members. Executive Director) met with the Chair « Pension scheme information.
of our Colleague Association quarterly « Update on diversity and progress
and the whole colleague association against our targets.
once during 2023, the full board met o S U seliE s e
with the Association once and the Chair
met with the association once. approval.
« Attendance by lain Cornish (Chair),
Annette Barnes and Anita Tadayon
(Non-Executive Directors) at diversity
forum meetings.
« Colleague development and wellbeing
sessions.
« Communication on matters relevant to
colleagues and the Society.
Further information on engagement
with colleagues can be found within the
Corporate Governance Report on page
121. Our Purpose Impact Report also
includes information on engagement with
colleagues on inclusion and diversity.
Third party Our supplier partners are key » Governance meetings at appropriate » The board has received regular
suppliers to our ability to develop and levels take place in accordance with the updates on the progress made
deliver services to members materiality of the relationship. against our third-party management
andareanimportantaspectof | |, oy policies and standards drive a fair framework and is involved in
how we are represented with and transparent supplier selection and decisions on suppliers for key
our other stakeholders. relationship management process strategic projects.
Our supply chainincludes for new and renewed requirements, « Management information on
suppliers of goods and proportionate to business risk. suppliers and our approach to
services, including professional managing third party relationships.
services (such as conveyancing « Annual approval of modern slavery
services), IT platform services and transparency statement.
(access and administration)
and IT software licences.
We select suppliers based on
their ability to reliably deliver
services that enhance our
members' experience, their
alignment to the Society's
behavioural standards and the
measurable benefit we receive.
Our Third Party Management
Policy includes a clear risk-
based classification of
suppliers which enables us to
take a more consistent and
risk-appropriate approach
to our management of each
engagement.
26 Strategic Report Risk Management Governance Financial Statements Other Information
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Stakeholder
group

Communities

Why they are important
tous

Leeds Building Society was
set up to help members
save and buy homes of
their own. As a mutual, we
also aim to make a positive
difference in wider society
and the board understands
that our mortgage and
savings business needs

to be underpinned by a
broader commitment to the
communities in which we
operate.

Our communities are defined
as the places where our
members and colleagues

live and work, however we
consider social issues as well
as geography in defining where
we focus our efforts.

How we engage with them

« Annual General Meeting (AGM) voting
for charity donations.

» Engagement via communication with
charity partners and their beneficiaries.

» Colleagues nominate, volunteer and
raise funds for charities and community
groups.

« Commitment to pay our fair share of
tax as evidenced by our Fair Tax Mark
accreditation.

More detail, as well as further information
onresponsible business at Leeds
Building Society, can be found within the
Responsible Business section on pages
22 and 23 and within our Purpose Impact
Report.

Reporting to the board

» Approval of our updated Responsible
Business Strategy targets and
regular updates of progress against
these.

« Update on the selection of our new
charity partner.

« Update on the selection of colleague-
nominated charities for grants.

« Update on the launch of our new
volunteering and fundraising
platform.

Environment

The Society is committed to
minimising our impact on the
environment in the places

in which we operate, as well
as managing environment-
relatedrisks. Thisis also an
increasing focus for our wider
stakeholders.

The Society's Climate Strategy has been
designed to support our key stakeholders
through an orderly transition to a greener,
net zero economy by 2050 or sooner. This
includes:

» Discussions held with a wide
range of stakeholders, including
Government bodies, industry bodies
and stakeholders, building society
peers and third-party experts, such
as Climate Impact Partners and
external sustainability and consultancy
specialists Carbon Intelligence.

« Engaging and supporting our members
and colleagues to reduce their carbon
footprint.

» Working collaboratively with third party
experts to understand and reduce the
emissions from our supply chain.

For further information on our carbon
emissions and engagement with
stakeholders on climate issues, please
see our Climate-Related Financial
Disclosures at pages 47 to 82, which are
aligned to the TCFD requirements, and
our Purpose Impact Report.

» Progressreports on our climate data
and insights.

» Approval of new climate targets and
ambitions.
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Business Model and Strategy continued

Stakeholder | Why they are important How we engage with them Reporting to the board
group tous
Regulators Our regulators, the Prudential We have an open and transparent » The board receives updates on
Regulation Authority (PRA) relationship with our regulators, including: regulatory matters and a summary
and the. Financial Conduct SN Regulardialogus andinteractions of key regulatory actiohs being
Authority (FCA), are ) . undertaken by the Society.
; N with our regulators both directly and
responsible for maintaining . . - . .
- through our industry bodies. » Material dialogue and interactions

a safe and sound financial ) .

- . . with our regulators are shared with
system, as well as ensuring « Regular meetings held with the PRA the board as appropriate
consumer protection. Meeting which are attended by our Chief Pprop ’
regulatory requirements Financial Officer and Chief Risk Officer » The board has sight of the progress
engenders trust from along with members of the senior in delivery of regulatory actions.
our stakeholders and hip t .

urstake ersan leadership team « The PRA engages directly with
demonstrates that we are . . . . . A
doing the right thing » Relationship meetings with the directors e.g. the Periodic Summary
' FCA, who met the Chief Executive Meeting.
Officer, Chief Operating Officer, Chief
Customer Officer, Chief Risk Officer
and two directors.
» Monitoring regulatory publications
from the regulators and wider
stakeholder groups.
» Reviewing regulatory publications and
taking action as required.
We adopt a proactive approach with
the regulators and update them of any
material points as they arise.
Investors Investors provide animportant | We have an active investor relations « Investor relations approach
part of our funding, which strategy, including: considered as part of the Wholesale
i hel Fundi , i ithi
supports <?ur aim to help  Individual meetings with key unding Strategy, contained within
members into homes of R . the overall Treasury Strategy,
. institutional investors, group
their own. . as approved by the Assets and
presentations, attendance at R .
. . . Liabilities Committee.
We have a variety of different investment conferences and
types of investors who support investor events.
our Wholesale Funding . .
» Regular and close dialogue is
Strategy across secured and . . . . .
maintained with credit rating agencies,
unsecured types of debt. Our . . .
. . including formal annual review
financing strategy aims to meetinas
have the appropriate level of 9s-
diversification of funding, so Further information on engagement with
we are not exposed toonlyone | investors and credit ratings agencies can
type of funding. be seenin the Corporate Governance
Report onpages 121 to 139.
. Risk Management . . .
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Key decisions made in the year

The key decisions taken this year by the board have been mindful of all stakeholders’ needs, while benefitting our members
over the long-term. These decisions aim to improve member, broker and colleague experience, as well as increasing our
financial stability through improving income performance or reducing costs. This means that we can continue to operate
successfully in the future for the benefit of all our stakeholders.

Examples of two such key decisions made in 2023 are given below and a summary of board activities during the year can be
found in the Corporate Governance Report on pages 121 to 139.

Consumer Duty (H1 2023)
i VL
Stakeholders v—_ =[]
- ’_
impacted
Members Regulators Colleagues
Context

The Society was required to comply with the new Consumer Duty requirements from 31 July 2023. The new
requirements set higher and clearer standards for consumer protection across the financial services sector with a focus
on ensuring consumers receive good outcomes. Whilst these new requirements are well aligned to the Society's purpose
and its mutual status, a key focus of the board has been to not only ensure compliance, but to also seek assurances that
the new requirements become embedded across the Society.

Considerations, discussion and outcomes

The board has provided governance oversight and challenged the Society’s Consumer Duty implementation plans. As
Consumer Duty champion, Annette Barnes has supported the Chair and the CEO in raising Consumer Duty related
matters regularly in all relevant board and committee meetings and challenging senior management on how Consumer
Duty is being embedded across the Society. Annette and our board have received regular updates from management in
relation to the Society's compliance with the new requirements throughout 2023. During these updates, Annette and the
board have challenged management on the work conducted to ensure compliance. Key areas of output have included:

« Fair value assessments completed across all on sale products and no foreseeable harm has been identified.

» Key customer journeys mapped with no foreseeable harm identified.

All high priority communications reviewed with changes made where applicable to ensure good customer outcomes.
« Training and communication rolled out to help further embed a culture of good customer outcomes.

As part of the governance process, management were also able to confirm that all key milestones of the board-approved
project plan had been completed with oversight provided by second- and third-line teams ahead of the 31 July 2023
implementation date for on sale products. In particular, management confirmed the following:

« We can evidence that we have taken action against all requirements: We have considered the impact of all of the
rules set out in Consumer Duty regulations and can demonstrate that we have taken action where necessary to ensure
we can demonstrate compliance through the gap analysis work that has been undertaken and which continues to be
refreshed.

» We can evidence that we've addressed the biggest gaps and impacts: Through our project work we have adopted a
risk-based prioritisation of the project deliverables aimed at mitigating foreseeable harm and ensuring good customer
outcomes for the maximum number of customers.

« We can show that we have considered FCA's priorities (both sector and firm specific): We have given due
consideration to the ‘Dear CEQ' letters, revisiting the gap analysis to ensure our project scope remained robust. We
have also engaged in industry-wide consultations and ensured that our project priorities are aligned to FCA priorities.
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Business Model and Strategy continued

1

« We can evidence the decisions have been subject to effective governance: The frameworks underpinning our ongoing
and future compliance with the Consumer Duty, along with fair value assessments, have all been subject to our existing
governance processes at board and management committees. In addition, a robust project management structure has
been wrapped around the project supported by a steering group of suitably senior level management.

Responsibility for ongoing compliance post 31 July 2023 is now being monitored at management committee level and a
suite of management information is being used to help oversee ongoing adherence to the Consumer Duty requirements.
Given the important nature and scope of the Consumer Duty requirements, the board will continue to be engaged on this
topic during 2024.

Approval of climate Scope 3 emissions target and ambition (November 2023)

Stakeholders = [ @

impacted VR

Environment Members Colleagues Communities Third parties

Context

The board is aware of the important global issue of climate change, and the impact it is having around the world.
Given that 17% of the UK's carbon emissions come from homes?, we understand that we, along with the rest of the
industry and the Government, have an important role to play in reducing these emissions.

We are committed to supporting the orderly transition to a greener, net zero economy by 2050 or sooner. During 2023,
we turned our attention to the indirect Scope 3 emissions from our full value chain, which make up the majority of our
total carbon footprint. That includes emissions from our operational activities (the goods and services we purchase,
business travel, colleague commuting and home working), as well as our investment activities (emissions from the use
of the mortgaged properties that we finance).

Considerations and discussion

The majority of the actions to reduce our Scope 3 emissions are outside our direct control and there are a number of
barriers that need to be overcome to make net zero a reality. A joined up and collaborative approach will be required across
a number of stakeholders.

In setting the Society’s Climate Strategy and targets, the board remains mindful of the varying and often conflicting
impacts of climate change decisions on our stakeholders. Aligning immediately with requirements of the Science Based
Targets initiative (SBTi) would support the UK's ambition to become net zero by 2050, and have a meaningful impact on
climate change; however action taken too quickly, and without sufficient support for business and individuals, could lead
to negative unintended consequences, such as climate mortgage prisoners.

As a mutual, we believe that net zero must be delivered in a just and equitable way to ensure nobody is unfairly
disadvantaged or left behind. Our aim is to avoid, where possible, taking any actions to restrict finance for less energy
efficient homes where it is not feasible, cost-effective or affordable to meet increased energy efficiency standards.

Outcomes and actions
« The board approved a new Scope 3 climate target, focused on reductions to our Scope 3 operational emissions in line
with the requirements of the SBTi.

« Alongside this target, a new Scope 3 climate ambition was agreed, focused on supporting the decarbonisation of the
UK's housing stock. See more detail in our climate-related financial disclosures on pages 47 to 82.

« We will continue to work with the Government and the industry, including lobbying via UK Finance, to encourage and
support development of green mortgage products and greener homes and ensure there is an orderly transition to net zero.

Provisional UK greenhouse gas emissions national statistics 2022 (Provisional UK greenhouse gas emissions national statistics 2022 = GOV.UK (www.gov.uk)).
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Financial Review
Year ended 31 December 2023

The evolving economic environment in the UK has remained
challenging for our members and the Society throughout
2023. Households continue to be impacted by the cost

of living crisis, inflation remains high and there have

been further increases to the Bank of England base rate.
Throughout this uncertain period we have continued to
serve our members, furthering our purpose of putting home
ownership within reach of more people, generation after
generation and maintaining a sustainable and secure Society.
During 2023, one in two of our new borrowers were first
time buyers, allowing 17,700 new buyers to join the housing
ladder.

The Society has maintained a strong capital base,

a sustainable level of profitability and a robust funding
position. In turn, this has enabled us to continue to balance
the interests of our savings and mortgage members
throughout the uncertainty of this period. We have
moderated the impact of repeated base rate rises by
limiting increases in the rates that our mortgage holders
pay, in order to support our mortgage members in these
challenging times. In fact, while the Bank of England base
rate has increased five times in 2023, we have only passed
on four of these increases to our standard variable mortgage
rate. Alongside this, we have helped our savings members
by consistently paying above the average market rate,
which equates to an extra £110! million in their pockets.
Throughout the uncertain and challenging environment,
the Society has continued to focus on providing all the
support we can to borrowers who experience financial
difficulty, in line with our mutual values. This will prove
increasingly important as we move into 2024 with the
depressed financial outlook in the UK.

Investment in our multi-year technology programme

is progressing at pace, with the focus on increasing
functionality, security and resilience of our systems, and
improving the experience for our members, colleagues and
intermediary partners. We remain focused on cost efficiency,
and our cost to income ratio remains among the lowest in
the financial services sector at 47.3%.

This reportincludes a number of alternative performance
measures (APMs) which are not defined in International
Financial Reporting Standards but provide useful additional
information about our financial performance and position?.
Further information on the calculation of APMs and
reconciliation to equivalent statutory measures can

be found on page 249.

Mortgage lending

We provide residential mortgages in the UK, through a
network of approved mortgage brokers and directly to
customers through online and telephone channels. We fund
the majority of mortgage lending with members’ savings,
through arange of channels, while the remainder is funded
from other financial institutions, including central bank
schemes, on competitive terms.

Our purpose-led lending initiatives support our borrowers
in vital market areas such as first time buyers and shared
ownership. Putting home ownership within reach of more
people, generation after generation continues to be our
driver as we look to help more people into home ownership
and, during 2023, one in every two of our new mortgages
was to a first time buyer. We have won a number of awards
aligned to our purpose, including First-Time Mortgage
Buyers' Choice at the Moneyfacts Consumer Awards 2023
and the What Mortgage Best Shared Ownership Mortgage
Lender award for the eighth time.

Mortgage market conditions in 2023 have been challenging
with consumer confidence in the sector at an all-time low
following the pandemic, but we have continued to offer
our members a wide range of products at accessible rates
throughout the year.

During 2023, we launched a number of innovative new
products designed to close the gap to home ownership.
These include products which support members to save

for a deposit on their future home or to purchase additional
shares in their shared ownership property, and our mortgage
range for borrowers who would not be eligible for a standard
product. We supported our members further by re-launching
95% loan to value (LTV) products, as well as increasing our
maximum loan sizes for higher LT Vs, which underpin buying
ability for first time buyers and home movers.

Remaining active in the lending market throughout the
uncertainties has enabled us to achieve our busiest ever
day for mortgage applications in April 2023 reflecting the
strength of our product proposition and the service we
provide for our broker partners and our members. The
achievement of record volumes is a testament to the
investment we have made to evolve the capabilities of our
Mortgage Hub, our core mortgage application system.
Better technology has made it easier to deal with us,
resulting in a better experience for members and brokers.

1  We paid an average rate of 3.05% against the rest of the market average of 2.46%. CACI's CSDB, Stock, January 2023 to December 2023, latest data available.
2 Financial information refers to the performance of the group, as reported on pages 189 to 244.
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Financial Review continued

We remain conscious of the impact that continuing increases
in living costs have on mortgage affordability and have
proactively supported any members who are struggling to
meet their monthly payments with a suite of forbearance
options, and with our commitment to the Mortgage Charter.
We have renewed our decision to suspend the charging of
arrears fees® until at least 1 January 2025, so that we can
continue to support members in financial difficulties.

Gross new lending during the year was £4.4 billion (2022:
£5.0 billion). This reduction in lending was driven by a smaller
mortgage market as confidence in the UK economy was
suppressed by the uncertain rate environment and rising
affordability concerns.

The chart below shows the mix of new lending by product
typein 2023.

2023 new residential lending by type

3% 3%

16%

9%

B Mainstream owner-occupied Other affordable home
Buy tolet ownership
Other

B Shared ownership

The focus of our purpose is on home ownership and helping
people onto the housing ladder and this is reflected in

the level of shared ownership and other affordable home
ownership lending. We continue to see buy to let as an
important sector of the market, which we use to support the
delivery of our purpose, but we recognise that it has been
heavily affected by changes in regulation and tax rules.

In July 2023, we entered the buy to let limited company
market as landlords shift towards using company structures
due to the regulatory changes.

3 Third party costs, such as solicitor costs, are passed onto the customer.

Our share of new mortgage lending was 2.0% (2022: 1.6%)
compared to our natural market share of 1.3% (2022: 1.2%)".

Our lending policy has been updated during the year to
reflect an appropriate balance between supporting home
ownership and protecting both existing and future members
through the current challenging economic environment,
with credit criteria tightened in response to therise in the
cost of living.

The average LTV of new lending in 2023 was 62.3% (2022:
65.1%), reflecting our balanced, risk-managed approach to
lending, with lower risk mortgages enabling the delivery of
more of our most purposeful lending.

Overall net lending increased to £1.5 billion (2022: £2.0
billion). Redemptions have been consistently higher than
forecast throughout 2023, as customers have sought to
lock in lower rates in a competitive mortgage market. This
has put pressure on 2023 net lending targets. Despite this,
the majority of mortgage customers elected to stay at the
Society when their mortgage matured this year, taking a
product transfer.

We support members by offering product transfers to

any customer whose fixed rate deal has ended and who is

up to date on their mortgage repayments. We were also

one of first lenders to sign up to the Mortgage Charter,
demonstrating our commitment to supporting members in
financial difficulty to remain in their homes. The Mortgage
Charter provides customers who are approaching the end of
afixed rate deal the opportunity to lock into a new deal up to
six months ahead of maturity.

4 Share of new mortgage lending and natural market share are calculated using UK mortgage market data obtained from UK Finance. Natural market share represents the
Society's gross UK mortgage exposures at 31 December 2023 as a proportion of total UK mortgage market balances.
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Profitability

The Group Income Statement for the year is summarised
below:

Net interest income 337.6 359.6
Fees, commissions and other income 26.6 2.4
Fair value (losses) / gains (6.7) 14.7
Total income 357.5 376.7
Management expenses (169.0) (141.0)
Impairment on loans and advances (6.1) (11.9)
to customers

Other impairments and provisions (0.9) (3.3)
Profit before tax 181.5 220.5
Tax expense (47.6) (58.6)
Profit after tax 133.9 161.9

The Group made a profit before tax in 2023 of £181.5 million
(2022: £220.5 million). Despite a decrease from the highest
levelin our history in 2022, profit for the year remains above
historic levels, reflecting the continued success and stability
of the Society.

As the level of competition has increased in our core markets
of mortgages and savings, we have continued to follow our
mutual ethos and pass benefits on to our members through
our mortgage and savings rates, resulting in a decrease in net
interest income as described below. Management expenses
have increased this year, as we continue to invest in the
Society's long term sustainability, but we maintain a strong
focus on efficiency with close control over our costs.

Profit after tax is our primary source of new capital and is
essential in ensuring long term security for members, as well
as meeting the regulator’s capital requirements.

Net interest income

Net interest income 337.6 359.6
Mean total assets 26,829.9 24,013.8

% %
Net interest margin 1.26 1.50

Net interest income is broadly in line with the prior year with
the positive effect of asset growth being offset by tighter net
interest margin. This has been impacted by lower mortgage
returns as a direct result of a more competitive mortgage
market, and our continued support for members as the
central bank rate of interest has increased.

As the Bank of England base rate has risen through the year,
we passed the benefits directly to our savings members
through several rate increases, and our minimum member
variable savings rate increased to 2.45%. During the year
we paid an average rate of 3.05% (2022: 1.15%) to our
savers, compared to the average market rate of 2.46%
(2022: 0.65%)°.

Fees, commissions and other income

We offer home insurance and other services to our members
through relationships with third parties and the Society
earns commission on these products. This year we launched
a new multi-channel offering to provide high quality home
and landlord insurance products. Other income also includes
rental income, foreign exchange movements, and other
ancillary fees and receipts.

During October, the Society successfully repurchased £192
million of externally issued capital at a discounted rate. The
transaction resulted in the recognition of a one off gain which
is reported in other income. Following the repurchase, the
Society continues to hold capital resources considerably in
excess of regulatory requirements.

Fair value gains and losses

We hold certain financial assets and liabilities at their current
fair value, defined as the value an independent third party
would be willing to pay or receive, and the movement in this
fair value is recognised in the Income Statement. Changes

in fair value are primarily due to timing differences, which will
trend to zero as the asset or liability reaches maturity.

For the financial year ended 31 December 2023, we have
recognised a net fair value loss of £6.7 million (2022: £14.7
million gain). These losses have largely been recorded on
our collateral loan which represents a pool of equity release
mortgages.

The application of cash flow hedge accounting, introduced
during 2022, enables us to manage volatility and mitigate
some of the impact of fair value movements. Cash flow
hedging enabled us to recognise £32.3 million (2022: £112.9
million) of fair value movements in the period in the cash flow
hedge reserve as opposed to the Income Statement.

5  Source: CACl's CSDB, Stock, January 2023 to December 2023, latest data available. CACl is an independent company that provides financial benchmarking data of the

retail cash savings market.
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Financial Review continued

Management expenses
Management expenses for the year are summarised below:

Colleague costs 102.9 83.8
Other administrative expenses 53.1 46.3
Depreciation and amortisation 9.1 10.9
Ongoing management expenses 165.1 141.0
IT transformation spend 3.9 -
Total management expenses 169.0 141.0

%
Cost to income ratio 47.3 37.4
Cost to mean asset ratio 0.63 0.59

Management expenses £M and colleague numbers

180 1,662 1,800
160 1361 1,466 = 1,600
140 1,303 1,313 ’ 1,400
120 1,200
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40 400
20 200
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B Management expenses £M (left hand scale)
Average number of colleagues (FTE) (right hand scale)

In the year 2023, management expenses have increased by
20%, compared to an increase in total assets of 10%. While
this increase has been necessary to position the Society for
a successful and sustainable long-term future, we continue
to focus on utilising our members’ money wisely and
operating as efficiently as possible, controlling costs so that
our cost ratios remain among the best in our sector. This is
particularly important when faced with the current
economic uncertainties.

During 2023, we have increased our investment in
transformation and systems. A key component of this is the
Society's multi-year technology transformation programme,
which will create long-term value for the Society through
increased technical resilience and functionality, enabling us
to provide our members with the best possible experience
and interaction with the Society into the future.

We have also maintained our investment into the branch
network as we recognise and cherish the value our members
place on engaging with our colleagues through this channel,
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which is demonstrated through our branch customer
experience indicator of 9.26 out of 10. Our enhancements
to the branch network have a particular focus on
environmentally friendly initiatives to align with our purpose.

We continue to invest in our colleagues to ensure we have
the right skills and experience to deliver our purpose and
the service that our members value, and consequently

the average number of colleagues (full time equivalent)
employed by the Society in 2023 has increased to 1,662
(2022: 1,466). We also supported our existing colleagues by
bringing forward our 2023 pay review and making an overall
fair reward investment of over £5 million, including a 14.6%
increase to our minimum salary level.

Although costs have increased in the year, we have
developed a greater degree of flexibility to speed up or slow
down project related spend to manage our overall cost
position through time and therefore allow us to be more agile
when responding to the current uncertainty, so that we can
continue to serve our members in the best way.

Impairments and provisions
The table below summarises the impact of impairments and

provision charges in the year:
. m

Residential loans 6.3 12.0
Commercial loans (0.2) (0.1)
Impairment charge on loans and 6.1 11.9
advances to customers

Other impairments and provisions 0.9 3.3
Total impairments and provisions 7.0 15.2

Residential impairment

We make provisions for expected credit losses across
all loans, based on the probability of each loan defaulting
and resultingin aloss, while taking into account arange
of assumptions about future economic scenarios and
an assessment of whether the credit risk of the loan

has increased.

Despite the challenges being faced by borrowers, we have
not experienced a significant increase in the number of
borrowers in arrears. At 31 December 2023, 0.68% of
borrowers were in arrears by 1.5% of balance or more
(December 2022: 0.58%).

Although the economy has remained stronger than originally
expectedin 2023, downside risk remains due to higher
interest rates, elevated levels of inflation and the potentially
adverse impacts of tighter financial market conditions.
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The macroeconomic scenarios used for calculating
impairment have been revised to reflect the current
economic pressures, including high levels of inflation and
the high interest rate environment. The central scenario
has been updated in anticipation of a reduction in consumer
spending during the next two years and also arise

in unemployment.

The uncertain economic environment is also reflected in
the alternative modelled scenarios, overlays and post model
adjustments. In particular, affordability concerns remain
due to the risk associated with high mortgage rates and the
effect of these on members who are coming to the end of
their current fixed term. The key judgements and estimates
involved in the calculation of impairment loss provisions are
set outin note 2 of the accounts on pages 200 to 208.

The impact for the financial year is a £6.3 million charge
(2022: £12.0 million charge) which equates to a cost of risk
0f 0.02% (2022: 0.06%). Total balance sheet impairment
loss provisions against residential mortgages at 31
December 2023 are £53.5 million (2022: £48.0 million),

as summarised below:

UK 44.5 41.8

Overseas 9.0 6.2

Total residential impairment 53.5 48.0

provisions

UK coverage 0.21% 0.21%
Taxation

The income tax expense of £47.6 million (2022: £58.6 million)
represents 27.2% (2022: 26.6%) of profit before tax. We pay
UK corporation tax at the prevailing rate of 23.5% for 2023
(2022: 19%) and also a surcharge on banking profits over the
defined thresholds, averaging 4.25% for the year (2022: 8%).

We have adopted the Code of Practice on Taxation for
Banks and established appropriate procedures, controls
and oversight to ensure we meet our obligations under the
Code. We manage our tax obligations to ensure compliance
with all statutory requirements and do not intentionally
structure transactions to give a tax result which is contrary
to the intentions of Parliament. We maintain an open and
transparent relationship with HMRC.

The Audit Committee reviews our tax policy annually.

This provides a framework for the operation, planning and
oversight of tax and tax risk to ensure compliance with
relevant legislation. The policy has been complied with
throughout the year. Our Tax Strategy is published on

our website and we are committed to transparency in the
reporting of our tax affairs. We have been a proud holder of
the Fair Tax Mark since 2018.

6  Arrears of more than 1.5% of the balance or in possession.

Assets

Our strong lending and savings growth is reflected in
overall balance sheet growth of 10.2% from £25.5 billion
to £28.1 billion.

Residential loans 21,836.4 | 20,372.3
Commercial loans 6.1 8.6
Other loans 153.6 164.4
Impairment provision (54.9) (52.1)
Loans and advances to customers 21,941.2 20,493.2
Liquid assets 5,559"3 4,580.7
Derivative financial instruments 443.6 679.9
Fair value adjustments (132.3) (585.9)
Fixed and other assets 334.1 346.0
Total assets 28,145.9 25,513.9

Loans and advances to customers

Our loans and advances to customers comprise mainly UK
residential mortgages. Our legacy overseas residential and
UK commercial loan portfolios continue to reduce, with no
new lending taking place. Other loans include a collateral
loan that represents a small closed book of equity release
mortgages purchased from a third party, where some of the
risks relating to those mortgages were retained by the third

party.

Residential mortgage asset quality r{orki 2022
% %

Proportion of mortgages in arrears® 0.68 0.58

Balance-weighted average indexed LTV 51.2 48.8

of mortgage book

Balance-weighted average LTV of 62.3 65.1

new lending

UK residential mortgage balances

The Society's purpose focuses on enabling home ownership,
with a particular emphasis on first time buyers and affordable
home ownership products such as shared ownership.

The composition of our mortgage book as a whole reflects

our segmental lending strategy of recent years, with buy to
let and shared ownership making up significant proportions
of the book alongside mainstream owner-occupied.
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Financial Review continued

2023 UK residential mortgage balances by type

8%
3%

14%
50%
25%
B Mainstream owner-occupied Other affordable home
Buy to let ownership
Other

B Shared ownership

The distribution of the loan to value profile of the portfolio
is shown below, reflecting our balanced approach to lending
and the effects of house price inflation in recent years
reducing loan to values.

2023 UK residential mortgage balances by indexed LTV

8% 2%

10%

14% 50%
0

16%

W 60% to 70%
70% to 80%

B Lessthan 50%
50% to 60%

80% to 90%
B More than 90%

Liquid assets

Liquidity ratios

Liquidity Coverage Ratio 227 230

Liquid assets as a percentage of shares

The level of liquid assets, which includes cash reserves

with the Bank of England, as well as investments in other
assets, varies throughout the year depending on the level

of funding receipts compared to mortgage completions and
other obligations. The level of liquidity required is closely
monitored and considers forecasted and stressed outflows
on a dynamic basis. During 2023, our record breaking savings
performance has meant that we have maintained good
levels of liquidity and the year end position is strong, which
provides protection and flexibility in this uncertain economic
environment.

At 31 December 2023, liquid assets included £5.0 billion of
High Quality Liquid Assets (2022: £4.1 billion), which are
either in cash or are readily realisable as cash when required.
100% of our liquid assets have credit ratings of A or above
(2022: 100%). We also have access to additional contingent
liquidity through the Bank of England’s Sterling Monetary
Framework.

The mix of liquid assets at 31 December 2023 is
shown below.

2023 liquidity portfolio

7% 3%
()

14%

3%
1%

51%

17%
4%
B Cashin hand and balances Supranational bonds
with the Bank of England B Covered bonds
Loans and advances to credit Residential mortgage backed
institutions securities
B UK Government securities Certificates of deposit

Government agency debt

The PRA monitors liquidity under the Capital Requirements
Regulation (CRR) framework. Our Liquidity Coverage

and borrowings 21.77 20.15 Ratio (LCR) is 227% at 31 December 2023 (2022: 230%),
significantly in excess of the regulatory minimum of 100%.

. Risk Management . . .
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Liabilities

A summary of our liabilities is shown below:

Shares 20,793.0 | 17,520.4
Wholesale funding 4,747.8 5,209.1
Derivative financial instruments 233.0 251.9
Other liabilities 371.8 519.0
Subordinated liabilities 323.9 309.1
Subscribed capital 33.0 197.6
Total liabilities 26,502.5 24,007.1
Equity attributable to members 1,643.4 1,506.8
Total liabilities and equity 28,145.9 | 25,513.9
Key ratios % %
Wholesale funding as proportion of

total borrowing 18.6 22.9

Shares (retail savings)

Our savings members play a key role in allowing us to achieve
our purpose of helping more people into homeownership
and we remain dedicated to providing them with a secure
place for their money. This year we attracted record savings
inflows and achieved record net retail savings growth of

£3.3 billion (2022: £2.2 billion), while simultaneously
maintaining service levels within appetite following
investment in this area.

We continue to be committed to providing savers with
compelling offerings as well as competitive interest rates
and easy access to their savings accounts. We have made
improvements to our online channel to streamline the
experience for our members when accessing their savings
and we cherish our branch network to give members the
choice of how they save and interact with us. Our branch
network Customer Experience Indicator score increased
further to 9.26 out of 10in 2023, reflecting the outstanding
service our branch colleagues provide to members.

Our total retail savings balance is now £20.8 billion (2022:
£17.5 billion). Our 2023 growth has been particularly driven
by our popular fixed rate ISA products, which have had
competitive rates during the year.

We aim to support our members through this challenging
period of higher cost of living by paying attractive rates while
managing current and future financial risks. We continue

to pay above average market rates to our members, with

our average rate for the year of 3.05% (2022: 1.15%) being
0.59% (2022: 0.50%) above the rest of the market average of
2.46% (2022: 0.65%)’. This means a benefit to our members
of £110 million in 2023.

We offer our members a range of savings products, including
easy access and fixed rate bonds and ISAs. The chart below
shows the mix of savings balances by rate type.

2023 retail savings balances by type

17%

27%

56%

B Fixed rate bonds B Administered

Fixed rate ISAs

Wholesale funding

Total wholesale funding at 31 December 2023 was £4.7 billion
(31 December 2022: £5.2 billion), representing 18.6% of total
funding. Our Net Stable Funding Ratio (NSFR), a measure of
the stability of our funding sources relative to our assets, was
143.1% (2022: 139.9%) and therefore comfortably above the
regulatory minimum of 100%.

During the year we raised £350 million of external wholesale
funding through a successful Albion No.5 residential
mortgage backed securities (RMBS) issuance. This was to
replace the Albion No.4 issuance, which was repaid in the year.

The overall reduction in wholesale funding in 2023 reflects a
£400 million repayment of TFSME? funding and the maturity
of a covered bond.

7  Source: CACI's CSDB, Stock, January 2023 to December 2023, latest data available. CACl is an independent company that provides financial benchmarking data of the

retail cash savings market.

8  Our final TFSME drawings were made in October 2021 and the scheme is now closed.
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Financial Review continued

The mix of our wholesale funding portfolio at 31 December
2023 is shown below:

2023 wholesale funding portfolio

%
39% 43%

4%
7% 7%

B Coveredbonds
Securitisation

Time deposits
TFSME
B Senior unsecured debt

The maturity profile of our wholesale funding is shown below:
2023 wholesale maturity

7%

18%

11%

43%

B Lessthan1year B 2to3years 4to 5 years

1to 2 years 3to4years

We maintain good credit ratings from two key agencies,
reflecting our strong capital base, sustainable profitability
and robust funding position.

Derivative financial instruments

We transact derivative financial instruments to mitigate
risks within the balance sheet, primarily interest rate risk
associated with offering fixed rate mortgage and savings
products. In accordance with accounting standards,
derivatives are initially recognised at fair value on the date
that they are transacted and are subsequently re-measured
monthly at their fair value.

Swap rates have decreased significantly during the financial
year and, as a net recipient of floating rates on swaps, this
has resulted in a decrease in the net balance sheet position
for derivative financial instruments.

We make use of fair value hedge accounting to reduce
volatility in profits by hedging exposures to variability in the
fair value of financial assets and liabilities. Changes in the fair
value of derivatives that are designated in fair value hedges
are recorded in the Income Statement together with any
changes in the fair value of the hedged asset or liability that
are attributable to the hedgedrisk.

Credit Rating Long term Short term Outlook
Moody's A3 P-2 Stable
Fitch A- F1 Stable
. Risk Management . . .
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Capital

Our regulatory capital principally comprises accumulated
retained profits in the general reserve and subscribed

capital provided through subordinated debt and permanent
interest bearing shares (PIBS). Capital is ultimately held for
the protection of depositors and other creditors by providing
a buffer against unexpected losses. Capital disclosures
included in this report are in line with the UK Capital
Requirements Directive V (UK CRD V).

We maintained our strong capital position throughout

the year, with all capital ratios significantly in excess of the
regulatory minima. We have used the Internal Ratings Based
(IRB) approach to calculate our capital requirement for most
of our residential mortgage book since 2018.

Total regulatory capital has decreased by £71.2 million
during 2023 to £1,551.8 million (2022: £1,622.9 million).

In October 2023, the Society performed a capital
optimisation exercise, successfully repurchasing £192.0
million of its subordinated notes at a discount to par.

£8.0 million of notes remain outstanding at 31 December
2023 (2022: £200 million). This one off event was offset by
strong capital resource growth throughout the year.

Risk-weighted assets (RWAs) have grown by £1,191.2 million
during 2023 to £5,355.1 million (2022: £4,163.9 million)
predominately driven by an increase in IRB risk weights. Post
model adjustments (PMAs) relating to changes in IRB capital
requirements have resulted in increased RWAs. While these
PMAs have been in place since January 2022, they have
been subject to further calibration during the year. Further
refinement is ongoing across the industry in relation to the
IRB regulations and this is expected to be finalised in the next
12 months. Until the latest generation of IRB models are
approved by the PRA, the PMA is subject to change and may
lead to further movements in the regulatory capital ratios.
These increased requirements have been partly offset by
strong capital generation through retained profits during
2023. As aresult of these movements, the CET 1 ratio,
calculated on a transitional basis, has reduced to 28.2%
from 33.3%.

The following table shows the composition of our regulatory
capital. More detailed disclosures can be found in the Pillar 3
document available on our website at leedsbuildingsociety.
co.uk/press/financial-results.

Capital resources

(oxcicath fowhedgereserve | LSS 14256
Less pension surplus, intangible assets

and other regulatory adjustments (60.2) (37.3)
Common Equity Tier 1 (CET1) capital 1,508.9 1,388.3
Additional Tier 1 capital - -
Total Tier 1 capital 1,508.9 1,388.3
Tier 2 capital 42.9 234.6
Total regulatory capital resources 1,551.8 1,622.9
Senior non preferred notes 350.0 350.0
Total MREL eligible resources 1,901.8 1,972.9
Risk-weighted assets (RWAs) 5,355.1 4,163.9
CRD V capital ratios® % %
CET1ratio 28.2 33.3
Total capital ratio 29.0 39.0
Total MREL ratio 35.5 47.4
UK leverage ratio® 6.0 6.2

Capital management

We are regulated by the PRA and the FCA and are required to
manage our capital in accordance with the rules and guidance
issued by the PRA under CRD V. The capital requirements

of the group are monitored on an ongoing basis, to ensure
the minimum regulatory requirement is always met and that
the Society has sufficient levels of capital for current and
projected future activities.

Pillar 1

We hold capital to meet Pillar 1 requirements for credit

risk, operational risk and market risk. The IRB approach to
capital modelling is applied, which allows us to calculate

our capital requirements using internally determined risk
parameters that reflect the specific risks of our mortgage
book. The standardised approach is applied to all other
exposures, operational risk, market risk and credit valuation
adjustments.

8  The capital ratios are calculated as relevant capital divided by risk weighted assets and the leverage ratio is calculated as Tier 1 capital divided by total exposure
(total assets per the prudential group consolidated position subject to some regulatory adjustments).

9  The UKleverage ratio represents the UK regulatory regime which excludes deposits with central banks from the leverage exposure measure. The UK regime does not apply
to the Society as the applicable threshold set by the regulator (>£50 billion of retail deposits) is considerably in excess of the Society's balance. Despite not being captured
by this regime, the Society continues to exceed the minimum 3.25% regulatory expectation.
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Financial Review continued

Pillar 2A

The PRA requires us to hold additional Pillar 2A capital for the
risks not covered under Pillar 1. At 31 December 2023, the
regulatory requirement was 2.83% of risk weighted assets,

a point in time estimate set by the PRA during the year.

Capital buffers

The PRA requires entities to hold capital buffers that can

be used to absorb the impact of a stress scenario. For the
Society, the buffer framework comprises a sector wide
Capital Conservation Buffer, set at 2.5%, as well as a macro-
prudential Countercyclical Capital Buffer currently set at 2%
of RWAs for exposures to the UK. In addition, the Internal
Capital Adequacy Assessment Process (ICAAP) considers
whether any additional capital is required over and above
the regulatory buffers to satisfy our risk appetite over the
planning horizon and absorb the impact of a severe, but
plausible, stress scenario. The ICAAP is reviewed by the
PRA when setting our Total Capital Requirement (Pillar 1 and
Pillar 2A). We have performed regular stress tests on our
capital base and these tests have consistently demonstrated
a capital surplus above requirements after applying
management actions.

We have utilised available transitional arrangements

in relation to the impact of adopting IFRS 9 on regulatory
capital and the figures above reflect those arrangements.
As the impact has materially reduced, had these
arrangements not been adopted, at 31 December 2023 the
CET1 ratio and the UK leverage ratio would be unchanged.

Minimum Requirement for Own Funds and
Eligible Liabilities (MREL)

MREL aims to increase resilience within the financial sector
and reduce the risk to taxpayers if a firm were to fail. All banks
and building societies are assigned a preferred resolution
strategy by the Bank of England dependent on their balance
sheet size and quantum of transactional accounts. Due to
the Society having a balance sheet in excess of £15 billion,
the Bank of England has stated a preferred resolution
strategy for the Society of bail-in, requiring us to hold both
recovery and resolution MREL requirements.

The Society became subject to end state requirements on
21 July 2023. End state MREL requirements are two times
minimum regulatory requirements plus any regulatory
buffers. The Society has capital resources considerably in
excess of both end state and transitional requirements and
continues to forecast significant headroom moving forward.

New and emerging regulation

The Society is well prepared to meet the requirements of the
Basel 3.1 regulations, which come into force in July 2025. As
an IRB lender, the predominant impact will be the new capital
floor, to be phased in from July 2025 until January 2030.
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Financial outlook

While the outlook for the UK economy remains unclear going
into 2024, it appears as though we may have passed through
the peak of the interest rate rises as inflation has started to
come under control. Despite this, it is expected that interest
rates will remain elevated for some time, at a higher level
than seeninrecent years. While higher interest rates are
positive for savers, they have increased the cost of borrowing
for mortgage customers and therefore uncertainty for many
of our members. As our mortgage holders come to the

end of their fixed rate terms, many face re-mortgaging at
higher rates than they were previously used to; we remain
committed to supporting our members through this.

Although our members continue to face affordability
pressures and global political instability remains prevalent,
we will continue to utilise our expertise in key segments to
drive our purpose of putting home ownership within reach of
more people - generation after generation. We will continue
to manage growth and invest in the business, supported by
strong efficiency ratios, a keen awareness of risk and with our
members'interests at the heart of every decision.

The strength of our balance sheet, business model and our
high quality assets, position us well to generate sustainable
levels of profitability across the economic cycle and as we
progress through the current challenges. We are resolute in
delivering on our purpose of balancing support for members
through this difficult time with maintaining a resilient balance
sheet and sustainable profit.
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Risk Overview
Year ended 31 December 2023

The Society's purpose of ‘putting home ownership within reach of more people - generation after generation’ can only be
achieved if risks are identified, understood and managed effectively. By understanding the nature of our risks, we can make
informed decisions to reduce anticipated performance variability, which supports delivery of our strategic objectives and
protection of our longer term viability and members' interests.

We deliver our purpose through a Corporate Strategy, which is built upon three strategic drivers (as described on page 9).
Inherent within this strategy are eight principal risk categories. These comprise: credit; funding and liquidity; capital; market;
operational; conduct; model and strategic / business risks. We operate an enterprise risk management framework covering
all principal risk types and processes including risk governance, appetite setting, policies and key risk indicator reporting.

In aggregate, this sets the risk parameters within which the corporate plan needs to be delivered, as well as providing
appropriate triggers for Management response under stressed conditions.

What we'll deliver How we'll deliver it

More responsive model

Close-the-gap innovation | push forward

Step-up savings I have the right conversation

Putting home ownership within reach of more people
generation after generation

/ Enterprise Risk Management Framework (ERMF) \

Principal risks

Credit Funding and liquidity Capital Market
Operational Model Conduct Strategic / business

Emerging risks

Risk governance Risk appetite Risk assessment Risk
K and culture and stress testing and management reporting /
Corporate Plan
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Risk Overview continued

Enterprise Risk Management Framework

To ensure that risks are appropriately managed across the organisation, the Society operates a board approved Enterprise
Risk Management Framework (ERMF), which sets out a structured approach to identifying, assessing, controlling and
monitoring risks.

Further information on the Society’'s ERMF and its key components can be found on pages 85-88 within the
Risk Management Report.

Risk profile

Therisks that the Society is exposed to fall broadly into two categories:

1. Principal risks

The Society has identified eight principal risks, which are inherent within our strategy and have the potential to significantly
impact performance or viability. These principal risk categories remain consistent with those disclosed within the 2022 Annual
Report and Accounts. Further information can be found on pages 89 to 111 within the Risk Management Report.

With regard to climate change, the Society does not view climate-related risks as a separate principal risk category, but as
risk factors that have a bearing across the Society’s existing principal risk universe. Refer to pages 47 to 82 for details of our
assessment of the potential impacts of climate-related risks.

2. Emergingrisks
Emerging risks are new or evolving risks where the impact is uncertain but they have the potential to materially impact the
Society's performance or strategic objectives.

When assessing emerging risks, we consider the likelihood of the risk materialising and the potential impact on our business
strategy and stakeholders. These risks are considered by the board and Board Risk Committee (BRC), on an ongoing basis, as
part of our strategic and business planning processes.

The most significant emerging risks are described below, together with key developments and a summary of actions we are
taking to manage therisk.

Economic / political risks

Overview Mitigating actions

» Whilst the economy was more resilient than expected in » Macroeconomicrisks are regularly assessed under both central
2023, the outlook remains finely balanced. A number of and stressed conditions to understand and manage the impact on
risks remain which may weigh on activity in 2024 including our business model e.g. tightening of lending appetite (volume, risk
stubborn levels of inflation; impacts from previous premia and mix).

increases in interest rates; and weakness in labour supply. . . . .
’ PPY « Horizon scanning and close monitoring of key economic data and

« Against this backdrop of economic uncertainty, activity forecasts is regularly undertaken to support timely management
within the UK housing market has moderated relative to response.
recent years. Activity is expected to remain subdued in the
near term, with the longer-term outlook dependent on the
performance of the wider economy.

« Robust levels of capital and liquidity are maintained to manage
periods of economic volatility, supported by frequent stress testing
and sensitivity analysis to understand the impacts on the Society's

« Domestic UK political risks persist. The forthcoming balance sheet and business model.
general election may result in changes to the UK political
landscape that could have wide ranging impacts on the UK
economy and the Society’s business model.

» Wider geopolitical risks outside the UK remain heightened
with the ongoing conflicts in Ukraine and the Middle East.
While the Society does not have any direct exposure to
these regions, there is arisk tensions will escalate causing
further macroeconomic shocks.

Risk Management
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Affordability risks

Overview

« Although household balance sheets have been
more resilient than previously expected, mortgage
affordability challenges remain prominent following
a prolonged period of elevated inflation, driven by
increases in energy and food prices.

« Households also remain under pressure from higher
interest rates, as members transition from their
current (lower) fixed rate mortgage products onto a
higher pay rate.

» The culmination of these factors, along with an
expected increase in unemployment during 2024,
is forecast to result in a higher number of borrowers
fallinginto arrears.

Mitigating actions

« Close monitoring of the performance of the Society's lending
portfolios is performed and the appropriateness of credit policies,
criteria, and affordability assessments are regularly assessed against
prevailing conditions. In particular, during 2023, the Society made
further adjustments to the stressed interest rate used in affordability
assessments to account for the higher interest rate environment.

« Credit provisions are regularly assessed to ensure they remain
appropriate, reflective of prevailing conditions within the UK economy.

« The Society has signed up to the new UK Mortgage Charter to ensure that
borrowers who get into financial difficulty continue to receive the support
they need.

« Continued investment in the Society's Mortgage Services Department
to ensure adequate systems, processes and resources are in place to
support members who experience financial difficulty.

» Pre-delinquency strategies have been deployed to proactively engage
members who may find themselves struggling financially.

Competitionrisks

Overview

» The Society operates in highly competitive markets,
increasing the risk of a loss of market share, reduced
revenue, and lower profitability.

« Competition risks also relate to changes in regulation,
developments in digital technology, new market
entrants (predominantly Fintechs) and changes in
customer behaviour.

Mitigating actions

» The competitive landscape is regularly reviewed, and our product
proposition updated accordingly.

» Management carefully considers competition risks as part of our strategic
/ business planning activities, which set the future path for strategic
investment and development to ensure that the Society can adapt
accordingly.

« Furtherinvestment in the Society's service and digital capabilities to
support our product offering, customer journeys and future scalability /
flexibility.

Operational resilience risks

Overview

« Asignificant operational risk event could result in
disruption to important business services, leading to
customer harm, financial or regulatory impacts, or
reputational damage.

« Such events could include the increasing threat of
cyber-attacks, third / fourth party failure, loss of data
or service outages.

» Resilience to such threats and an ability to respond
effectively remain essential to protect the Society and
maintain the trust of our members and the confidence
of the market and regulators.

Mitigating actions

« The Society manages resilience related risks through its Operational
Resilience Framework and regularly tests its response to potential
resilience scenarios.

« Operational resilience processes are in place which aim to ensure that
the Society's important business services are able to recover in a timely
manner in the event of disruption.

» The Society continues to invest inits IT security and operational controls
to improve overall resilience and combat these evolving threats.

» We frequently monitor both the effectiveness of the services we receive,
and the risks that third party service providers pose to the Society.
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Risk Overview continued

Changerrisk

Overview

» The Society's change portfolio includes the delivery of
amulti-year technology programme, other strategic
initiatives and new regulatory requirements.

» The volume of change transformation could lead to
increases in execution, operational and people risks.

« Failure to appropriately prioritise and deliver change
on time and within agreed budgets may also inhibit
the Society's ability to achieve its purpose or strategic
objectives.

Mitigating actions

» The Society continues to prioritise, manage and implement change in
line with its strategic plans while assessing execution risks and taking
appropriate mitigating action.

« The Society continues to invest in its change management processes,
capabilities, capacity, and governance to better control the execution
risks associated with large scale change.

« Board Risk Committee oversight of the key risks associated with the
multi-year technology programme.

Climate change risk

Overview

« Climate risk continues to be classified as an emerging
risk due to uncertainty surrounding the exact nature
and timing of the impact on the Society's strategy and
operations.

« Both transitional and physical risks could materially
affect the Society's eight principal risks, with impacts
dependent on the future path of climate change and
timescales of Government intervention and actions.

« Stakeholder expectations continue to rise with regard
to the Society's management and response to climate

risk, which could present heightened reputational risks.

Mitigating actions

» The Society has developed a Climate Strategy centered upon supporting
the orderly transition to a greener, net zero economy by 2050 or sooner.

« As part of this strategy, the Society has set near-term Scope 1 and 2 and
Scope 3 (categories 1-14 only) targets to underpin its net zero ambitions.

« Our Scope 3 methodologies and practices continue to be developed to
better understand the climate impacts of our wider value chain, including
from our suppliers and mortgage portfolio.

« A Climate Risk Management Framework (CRMF) has been implemented
across the organisation, including use of climate risk factors and datain
our mortgage lending policy and credit decisioning processes.

« Scenario analysis is undertaken to assess the potential future impacts of
climate change on the Society under various climate pathways.

« Close monitoring of emerging regulation, disclosure standards, and
market practices is performed to ensure the Society management of
climate risks aligns with good practice.

Risk Management
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Viability Statement

Year ended 31 December 2023

In accordance with provision 31 of the UK Corporate
Governance Code, the board is required to explain how it
has assessed the longer term prospects and viability of the
Society. This assessment considers our ability to continue in
operation and meet our liabilities as they fall due, taking into
account our current financial position and the principal and
emerging risks set out on pages 41 to 44.

Assessment of longer term prospects

Our business model, purpose statement and strategic
drivers are set out on pages 9 to 11. The board receives
strategic updates throughout the year, which assess the
business model across multiple dimensions. These include
consideration of threats from principal and emerging risks,
additional scenarios that may occur and stress testing. The
directors have also reviewed our strategy in respect of the
environment, considering the opportunities and risks to
the Society’s business from climate change. This includes
physical risks to the Society's mortgage stock and own
properties, and transitional risks as the UK migrates to a net
zero economy. Further details are provided on pages 47 to 82
of the Strategic Report.

The strengths of our business model and the Society’s
financial position, capital strength and forecast of
profitability over the next five years and beyond are
included in the board’s consideration.

These reviews concluded that the Society remainsina
strong and resilient financial position, which will enable us
to support members, colleagues and communities through
the current period of economic uncertainty. Our purpose
statement and strategic drivers reflect the environment in
which we now operate and aim to maintain the relevance

of our business model, including managing and mitigating
potential threats.

Financial and operational stress testing

The Society utilises a stress testing programme which
includes regular operational planning exercises and more
formal risk assessments. The elements of this programme,
ranked in order of increasing severity, are summarised in the
diagram below:

Corporate plan
and trading
sensitivities

Alternative
scenarios

Operational
sensitivities

The Society's process for forecasting financial performance
takes into account our strategic objectives, the risk
involved in meeting those objectives and our strategic risk
appetite. The corporate planning and alternative scenario
modelling processes assess these forecasts under arange
of macroeconomic scenarios, which reflect the current
uncertainty in the macroeconomic environment and the
behaviours and needs of current and potential future
members.

The board assesses the Society’s capital and liquidity viability
through the ICAAP and ILAAP. These consider our ability

to withstand severe capital and liquidity stresses set out by
regulators. The processes incorporate new and emerging
regulation, where sufficient information is available.
Mitigating management actions and the ability of those
actions to minimise the impacts of the applied stresses are
also evaluated.

The ICAAP concluded that the Society has headroom over
regulatory requirements and would have sufficient capital
resources to withstand both the central and stressed
scenarios under current and confirmed future requirements.

The ILAAP also concluded that the Society is able to meet
both internal and external liquidity risk capacity requirements
and regulatory requirements under modelled stress scenarios.

Further stress testing, including Recovery Plan testing,

is carried out on each of the principal risks outlined on

pages 89 to 111. This is performed to understand our

ability to withstand extreme stress scenarios, including
adverse economic scenarios that go above and beyond
those experienced at any point previously, major volatility

in financial markets, significant liquidity outflows and
operational risk events. This testing demonstrates that there
are appropriate resources, measures and controls in place to
withstand these extreme events.

Reverse stress testing considers a range of specific scenarios
which would cause the Society to fail and has concluded that,
since such scenarios are unlikely to occur, they do not pose a
risk to the viability of the business.

Reverse
stress testing

Recovery plan
testing
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Viability Statement continued

Stress testing of operational resilience is undertaken to
verify that the Society has appropriate measures in place
for the delivery of key customer-facing services during a
stress event. This is performed using a number of severe
but plausible scenarios, including third party failure, cyber
attack, IT and system failures and loss of key premises. The
testing demonstrated that resilience is broadly in line with
expectations and supports the ongoing viability of

the business.

The Society assesses its resilience to people risks and
capabilities by regularly conducting talent and succession
planning reviews for key roles, up to and including the board.
We also identify and monitor key person risks for roles with
strategic importance and mitigate these where appropriate
to maintain operational resilience and to safeguard continuity
of service.

The risk management process, detailed on pages 84 to
111, includes ongoing monitoring and reporting of new
and emerging risks. This allows us to make additional
enhancements to the control environment, to adapt to and
respond quickly to these risks.

Assessment period used for reviewing viability
The board considers the viability of the Society over a
three year period to 31 December 2026. A three year
period for viability is determined to be appropriate for
the following reasons:

« Uncertainty is inherent in the predictions of economic,
competitive and regulatory environments, particularly in
the current climate. Going beyond the three year period
increases this uncertainty and reduces the reliability of
the assessment of viability.

« Itis within the period covered by our projections of cash
flows, capital and profitability. However, there is nothing
in our planning beyond the three years that would cause a
change in the board'’s consideration of viability.

Risk Management

Strategic Report Report

Governance

Assessment of viability

The board has assessed the financial impact of the modelled
stress scenarios and the outcomes from operational
resilience testing described previously. Based on these
assessments the board believes that:

« Our business model remains appropriate and will
continue to be relevant as the operating environment
evolves.

» We have and will continue to maintain an appropriate
level of liquidity that meets the expected demands of
the business and the requirements that arise in modelled
stressed scenarios.

« We hold sufficient capital resources, including an excess
above the regulatory minimum and have plans in place
to ensure we meet future known requirements. We have
sufficient resources under both central and modelled
stressed scenarios.

» There are suitable operational capacities in place to
manage the impacts of risk events to a reasonable extent,
though it isimpossible to eliminate all risk. This has been
evidenced as we operated effectively under the stress of
the cost of living crisis and the economic uncertainty and
disruption observed during 2023.

The board has areasonable expectation that the
Society will be able to continue in operation and meet
our liabilities as they fall due, over the three year period
to 31 December 2026.

Financial Statements Other Information



Climate-Related Financial Disclosures
Year ended 31 December 2023

Andrew Greenwood
Deputy Chief Executive Officer

Urgent action is needed to prevent
catastrophic impacts from climate change and
to make sure every generation has a safe and
sustainable place to callhome.

We're committed to playing our part and we've
taken some big steps forward in our net zero
journey during 2023 as we continue to develop
our climate transition plans and ambitions.
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Climate-Related Financial Disclosures continued

Climate-related disclosures overview

Our climate disclosures are compliant with the requirements of the Companies (Strategic Report) (Climate-Related
Financial Disclosure) Regulations 2022 and we have voluntarily adopted areas of the Task Force on Climate-Related Financial
Disclosures (TCFD) framework. Our climate disclosures are structured around four key pillars to provide consistent

information on the Society's exposure to, and management of, climate risks and opportunities.

1. Strategy

Actual and potential
impacts of climate risks
and opportunities on
the Society's business,
strategy and financial
planning.

2. Governance

3. Risk management

4. Metrics and targets

The Society's
governance
arrangements around
climate-related risks and
opportunities.

The processes used by
the Society to identify,
assess, and manage
climate-relatedrisks.

The metrics and targets
used by the Society
to assess and manage
relevant climate-related
risks and opportunities.

P See section1
Pages 51to 58

See section 2
Pages 59 to 61

See section 3
Pages 61 to 67

See section 4
Pages 68 to 82

In line with the UK Government's target to reduce greenhouse gas emissions by 100% by 2050, we remain committed to
supporting the orderly transition to a greener, net zero economy. During 2023, we have further developed our climate targets,
plans and disclosures and will continue to update them in future years in line with emerging standards and good practice (for
example, recommendations from the UK's Transition Plan Taskforce (TPT) and the International Sustainability Standards
Board (ISSB), which were finalised during 2023).

Summary of our climate ambitions and targets

Overall strategic aim

Support the orderly transition to a greener, net zero economy by 2050 or sooner

90%

Targeted reduction in our absolute Scope 1 and 2 market-
based emissions of 90% by 2030 from a 2021 base year.

2023: 29% increase (2022: 34% increase)

60%

Targeted reduction in our absolute Scope 1 and 2 location-
based emissions of 60% by 2030 from a 2021 base year.

2023: 39% decrease (2022: 39% decrease)

Carbon neutral

Maintain carbon neutrality for our Scope 1 and 2 market-based emissions and selected Scope 3 emissions,
on the pathway towards net zero.

2023: Achieved (2022: Achieved)

25%

Targeted reduction in our absolute indirect operational
Scope 3 emissions (categories 1-14) of 25% by 2030 from

a2021 base year.

2023: New target (2022: 2.7% reduction)

45%

Ambition to reduce the intensity of our Scope 3 financed
emissions (category 15) from our residential mortgage
book 45% by 2030 from a 2021 base year.

2023: New ambition (2022: 0.1% reduction)

Refer to section 4.1 pages 68 to 80 for further details on our ambitions, targets and current progress.

Strategic Report

Risk Management

Report

Governance
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Summary of TCFD requirements

The table below summarises our response to the 11 TCFD recommendations, as well as areas of planned future
development to further enhance our approach. Page references are included to signpost where additional details
can be found within these disclosures:

TCFD recommendation Key progress areas Future priorities Further details

1. Strategy

a) Describe the climate- » Assessment of climate « Embedding of actions to Section1.1t0 1.3
related risks and risks and opportunities support our near-term Pages 51 to 55
opportunities the reviewed and enhanced. climate targets.
organisation has « Actionsimplementedto |« Development of long-
identified over the short, supportour Scope1and?2 | termtransition plans
medium, and long term. targets. to support our climate

b) Describe the impact of « Emissions reported and targets and ambitions. Section 1.4
climate-related risks monitored across our « Continued stakeholder Page 56
and opportunities full value chain (including engagement across our
on the organisation’s Scope 3 emissions). value chain, including our
busme.sses, strategy, and . Scope 3 targets and meml?ers and material
financial planning. ambitions developed and suppliers.

c) Describe the resilience approved by the board. » Further development Section 1.5
ofthe organisation’s « Stakeholder engagement androllout of ourgreen | pages 56 to 58
strategy, takinginto across our value chain finance proposition and
consideration different including our material partnerships.
climate-related suppliers. » Development of

scenarios, includinga 2°C our scenario testing

« Scenario analysis

or lower scenario. capabilities further capabilities.
developed.

2. Governance

a) Describe the board’s » Climate objectives defined | « Oversight of progress Section 2.1
oversight of climate- andincludedin 2023 against our climate Pages 59 to60
related risks and personal objectives for targets.
opportunities. members of the senior « Oversight of changes in

b) D ib g leadership team, aligned the Society's climate risk Section 2.2

) escribe martagement s to the target operating : y ection 2.

role in assessing and model. pronie. Pages 60to 61
managing climate-related « Development and

« Senior leadership team
and board oversight of
our climate targets and
ambitions.

risks and opportunities. refinement of transition
plans, targets and

disclosures.

« Climate risk training
delivered to all colleagues.
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Climate-Related Financial Disclosures continued

TCFD recommendation

Key progress areas

Future priorities

Further details

3. Risk management

a) Describe how processes | « Assessment of climate » Review, update and Section 3.1
for identifying, risks on a present and refinement of our climate Pages 61 to 62
assessing, and managing future basis. risk appetite in line with
climate-related risks « Physical and transition ag;ete d ne_J’E_zeroltargets
are integrated into the risk factors and data andtransition pians.
organisation’s overall risk embedded in our  Further analysis of climate
management. mortgage lending policy transition risks following

b) Describe the and credit decisioning changes in Government Section 3.2
organisation's processes processes. net zero policy priorities. Pages 63 to 67
for identifying and » Monitoring of climate « Development of our
assessing climate-related physical and transitional climate data architecture
risks. risk data for our mortgage and reporting capabilities.

c) Describe the book.
organisation’s processes | * Climate risk factors
for managing climate- embedded into third party
related risks. management processes.

4. Metrics and targets

a) Describe the targets used | « Monitoring of climate- » Development and Section 4.1
by the organisation to related Key Risk Indicators refinement of climate- Pages 68 to 80
manage climate-related (KRIs) and Management related internal Ml, KRls,
risks and opportunities Information (MI). and external disclosures.
and performance against | . Scope 3 emissions « Embedding of
targets. (categories 1-15) decarbonisation plans

b) Disclose the metrics used reported and monitored, for our Scope 1and 2 Section 4.2
by the organisation to including refinement of operational emissions. Pages 81 to 82

assess climate-related
risks and opportunities
in line with its strategy
and risk management
process.

c) Disclose Scope 1, Scope
2, and, if appropriate,
Scope 3 greenhouse gas
(GHG) emissions and the
related risks.

methodologies. Target
and ambitions approved
for Scope 3 emissions.

Decarbonisation plans
implemented to support
our Scope 1 and 2 targets,
guided by the principles of
a science-based net zero
pathway.

Verified as carbon
neutral (Scope 1 and 2
market-based emissions
plus selected Scope 3
emissions?).

o Further analysis of

material Scope 3
categories (purchased
goods and services

and investments) and
refinement of calculation
methodologies.

« Development of transition

plans for Scope 3
emissions.

Section4.1to 4.2
Pages 68 to 82

Governance and assurance approach
These disclosures have been subject to internal review and validation and have been reviewed by the Audit Committee

before approval by the board. Our greenhouse gas emissions are also subject to annual validation and accreditation by an
independent third party.

Production of these disclosures is governed by a policy standard which covers, inter alia, adequacy, verification, frequency and

medium of publication of the disclosures. There is currently no external audit requirement in relation to these disclosures.

1

In line with Climate Impact Partners’ framework, The Carbon Neutral Protocol, this includes emissions from our business travel, fuel and energy related activities (FERA),
waste generated in operations, and home working.

Strategic Report
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Section 1 - Climate risk strategy

Section 1.1 - Our approach

The board has approved a climate strategy centered around the aim of supporting the orderly transition to a greener, net
zero economy by 2050 or sooner. This strategic aim will be underpinned by a transition plan setting out our strategic pillars,
targets, and capabilities that will be required to support our net zero ambitions. We intend to continually review, update,
and disclose progress against our plans and targets in the coming years as our strategy evolves, in line with changes in the
external environment and net zero standards and guidance. Refer to section 4 pages 68-82 for further detail on current
targets and action plans.

Climate strategic framework

Climate change strategic aim

Support the orderly transition to a greener, net zero economy by 2050 or sooner

Transition Climate strategic pillars
I
pian Our carbon footprint Support transition to net zero Climate-related risks
Reduce the Society's own Help key stakeholders reduce Measure, manage and disclose
operational emissions emissions across our value chain climate risks and opportunities

Climate ambitions and targets

1 2 3

Targeted reduction in our Targeted reduction in our Maintain carbon neutrality for
absolute Scope 1 and 2 market- absolute Scope 1 and 2 location- Scope 1 and 2 market-based
based emissions of 90% by 2030, based emissions of 60% by 2030, emissions and selected Scope
froma 2021 base year. froma 2021 base year. 3 emissions, on the pathway

towards net zero.

4 S

Targeted reduction in our absolute Scope 3 Ambition to reduce the Scope 3 emissions intensity
operational emissions (categories 1-14) of of our residential mortgage book (category 15)
25% by 2030, from a 2021 base year. 45% by 2030, from a 2021 base year.

Climate capabilities and enablers

Engagement Governance Operating Risk

Green finance Data Disclosure .
& education model management
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Climate-Related Financial Disclosures continued

Transition plan roadmap

Develop Capabilities Mobilise Transition Plans

Progress to date Near term targets and actions
O——O O O
2016 2050

Long term aims

()
/

2023

()
_/

2030

/ /

2020 2025

Key achievements: Deliver targets and ambitions: Transition to net zero:

« Reduced our Scope 1 and 2 market- o Implement plans to reduce our o Accelerate actions and align our

based emissions by 92% between
2016 and 2023.

Verified as carbon neutral since
2021.

absolute Scope 1 and 2 emissions
by 90% (market-based approach)
and 60% (location-based approach)
by 2030 from a 2021 base year.

operational and financed emissions
with a pathway to achieve net zero
by 2050 or sooner.

Neutralise hard to abate residual

« Maintain carbon neutrality for
Scope 1, 2 market-based emissions
and selected Scope 3 emissions.

emissions through investment
in high quality carbon removal
solutions.

« Full carbon footprint baselined in
2022 (including Scope 3 emissions).

» Near term targets agreed to reduce
our own operational emissions
(Scope 1, 2 and 3).

« Ambition agreed in 2023 to reduce
financed emissions from our
residential mortgage portfolio
in line with science-based
requirements.

« Work with our suppliers and other
key stakeholders to reduce our
operational Scope 3 emissions
by 25% by 2030.

« Work with the Government,
our members and industry
stakeholders to reduce the
emissions intensity of our
mortgage portfolio 45%
by 2030.

Risk Management

Other Information
Report
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Climate strategic pillars

Pillar 1- Our own operational emissions

We are committed to reducing the climate change impacts from our own
operations (Scope 1 and 2 emissions) in line with Paris Agreement goals to
limit future temperature increases to 1.5°c. We have set ambitious near-
term targets to reduce our absolute Scope 1 and 2 emissions in line with

a science-based pathway. We already purchase all our electricity from
renewable sources and will now focus on removing gas from our remaining
properties and completing an ambitious refurbishment programme across
our branch estate to enhance the efficiency of the buildings and reduce
energy consumption.

On the journey to net zero, we will maintain our carbon neutral status

for our Scope 1 and 2 market-based emissions and selected Scope 3
emissions. This means we will purchase high quality verified carbon
credits to offset our residual emissions to zero while we are taking action
to permanently eliminate them, but offsets will not be used to meet our
reduction targets. Refer to section 4 for further details.

Pillar 2- Supporting the transition to net zero

We are also committed to reducing the indirect emissions from our full value
chain (referred to as Scope 3 emissions), in line with a 2050 science-based
net zero pathway. We acknowledge the potential size of these emissions
and importance of taking action to reduce them in order to reach net zero,
but many of the levers to do so are outside our direct control and there

are a number of barriers that need to be overcome. During 2023, we have
agreed a new target to reduce our absolute Scope 3 operational emissions
(categories 1-14) 25% by 2030, from a 2021 base year. To achieve this,

we will work with our suppliers to reduce emissions from the goods and
services that we buy and look for opportunities to eliminate operational
waste and emissions from employee business travel, commuting and
homeworking.

We support UK Finance's
recommendations as part of
their Net Zero Homes report and
call on the Government to:

1.

Finalise and implement
remaining elements of the
Future Homes Standard (FHS)
to ensure that all new homes
being built in the UK are net
zero ready.

Ensure energy performance
methodologies for buildings
are fit for purpose.

Provide certainty for firms
involved in retrofitting homes
with long-term public policies.
Provide additional support to
vulnerable people with the
cost of energy efficiency.

We also have ambitions to align the Scope 3 emissions from the residential mortgages that we finance with a near-term
science-based reduction pathway over the next decade. Achieving our ambition will be extremely challenging and we won't
be able to do it alone. A joined-up and collaborative approach will be required across government, industry, and wider society
to overcome the current barriers to progress. The UK has the oldest and least efficient housing stock in Europe and there
continue to be several key gaps in Government policy required to deliver low-carbon greener homes. As a mutual, we believe
that net zero must be delivered in an equitable way to ensure nobody is unfairly disadvantaged or left behind. Our aim is to
avoid, where possible, taking any actions to restrict finance for less energy efficient homes where it is not feasible,

cost-effective, or affordable to meet increased energy efficiency standards.

Pillar 3 - Managing the risks from climate change

Whilst the transition to a low carbon economy creates opportunities, it will also be accompanied by risks, which must be
understood and effectively managed. The Society has integrated climate change risks into its Enterprise Risk Management

Framework (ERMF), which facilitates the appropriate identification, management, monitoring and reporting of climate-related
risks. Our approach to climate risk management is set out further in section 3.
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Climate-Related Financial Disclosures continued

Section 1.2 - Stakeholder considerations
Our climate strategy has been designed to consider the requirements of our key stakeholders:

B Support members to reduce their
carbon footprint.

B Green partnerships / sponsorship
and volunteering activities.

B Education around potential impacts B Purchasing carbon offset credits to
of climate change risks. Members and Communities improve the environment.

Brokers

B Work with key suppliers to
understand and reduce our
supply chain emissions.

B Encourage, educate, and
support colleagues to reduce

Leeds the Society's carbon footprint.

B [dentify and mitigate potential Suppliers Buildin Colleagues B Support participation in
resilience risks from adverse g community events to improve

L]
climate impacts. S°C|ety the local environment.
B Provide disclosure around the B Demonstrate that the Society
o Investors Government )
Society's climate strategy, targets, understands and manages its
and exposures. exposure to climate risk.
B Demonstrate that the Society B Deliver compliance with regulatory
understands and manages its requirements.

exposure to climate risk.

Section 1.3 - Climate-related risks and opportunities over the short, medium and long term
The time horizons over which financial risks and opportunities from climate change may be realised are uncertain and
may occur outside of traditional planning horizons. The Society assesses these risks and opportunities as set out in the

table below:
Time horizon ‘ Description
Short term 0-3 years Our horizon for assessing business model viability
Medium term 3-5years Our financial planning horizon
Longterm 5-30years Our climate risk stress testing horizon
. Risk Management . . .
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Climate-related risks
Risks to the Society from climate change arise through two primary channels, or risk factors: physical and transition risk.

Climate risk factor

Description Key drivers

Physical risks Arise from the Flooding

Relevance? Horizon

High

Longterm

increased severity | Sybsidence Medium
and frequer\cy @ Coastal erosion Medium
extreme climate -
and weather- Heatwaves Medium / low
related events. Wildfires Medium / low
Hurricanes
Water stress

Desertification

Transitionrisks Arise from Government policy Short/
the process Electricity decarbonisation medium term
el Carbon pricing Medium Medium /long
towards a low -
carbon economy. Consumer sentiment Medium term
Investor sentiment Medium

Technological change

Refer to sections 2.2 and 3.2 for further details of our assessment of these risks, potential impacts and current mitigants

in place.

Climate-related opportunities

As well as risks, we have also identified several potential climate-related opportunities as part of our support of the transition

to anet zero economy.

Description

Opportunities

Stakeholders Horizon

Green finance Development of innovative new financial products | « Members Short / medium term
to help members reduce their carbon footprint. « Communities
« Investors
Communication Engagement with colleagues, members, and « Members Short term

suppliers to increase understanding of climate-
related risks and drive the transition to net zero.

» Colleagues

e Third party
suppliers

Partnerships Collaborate with key organisations to increase
knowledge, develop good practice and lobby for

change.

e Third party Medium term
suppliers
 Industry bodies

« Government and

regulators

2 Reflects our assessment of the relevance of these risks based on our current business model and operating environment.
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Climate-Related Financial Disclosures continued

Section 1.4 - Climate change impacts on our business, strategy, and financial planning
As a UK-based mutual focused on residential mortgage lending, with no appetite for any exposure to carbon-intensive
industries, our business model is most likely to be impacted by climate-related risks and opportunities in the following ways:

Key potential impacts Our response and future plans

Physical risk

o Futurerises in temperatures and precipitation in the » Partnered with Hometrack to assess property-level
UK have the potential to impact the credit quality of physical risk profile.
our mortgage portfolio e.g. damage to properties from
flooding and erosion leading to reductions in the value
of mortgage collateral or impacting borrowers' ability to
repay the debt.

 Climate data incorporated into our mortgage
origination process and lending policy / underwriting.

» Scenario analysis completed as part of our annual
Internal Capital Adequacy Assessment Process

« Anincrease in adverse weather events such as flooding

may impact the resilience of our operations through
damage to our premises, infrastructure, and disruption to

(ICAAP) to better understand the potential financial
impacts from physical risks. Refer to section 1.5 for
further details.

our critical third-party services and colleagues. « Physical risk profile of our key operational sites,

branches and key third parties assessed.

» Macroeconomic shocks in the UK due to increased
global disruption from climate change may impact our
future profitability and growth because of increased
unemployment and falling house prices.

Transition risk

« Changes in Government policy, such as minimum energy » Scenario analysis completed as part of the ICAAP
standards for homes, have the potential to impact the to assess financial impacts from the transition to
future credit quality of our mortgage book i.e. reductions minimum energy ratings.

in house prices where properties do not meet minimum « Backstop credit controls implemented in line with
standards, and stresses to borrower affordability due to minimum requirements for energy ratings.

the cost of making energy efficiency improvementsand |\, i ¢ \ithin affordability models for the highest EPC
rising energy prices. rated properties.

« Rising carbon prices caused by the transition to net zero
could negatively impact our future income where emission
offsets are purchased to reduce our carbon footprint.

« Development of green commercial proposition and
green customer communications.

« Alignment with TCFD for climate-related disclosures
and consideration of emerging disclosure
requirements.

« Increasing demand for green mortgages and savings in the
UK may impact our future profitability and growth if we fail
to adapt to meet changing consumer preferences.

« Climate targets developed and implemented to
minimise and reduce our emissions over the medium
to longer term.

« Anincreased focus from stakeholders on green credentials
may impact our reputation if the risks and opportunities
are not effectively managed and disclosed.

Section 1.5 - Scenario analysis

The Society has developed a proportionate approach to climate risk scenario analysis as part of our Internal Capital Adequacy
Assessment Process (ICAAP), to understand the potential future impacts of climate change on our overall risk profile and to
inform strategic planning.

Scenario testing approach

Aligned with the principles of the Bank of England'’s 2021 Climate Biennial Exploratory Scenario (CBES) exercise, the
Society models three climate-related scenarios as part of our ICAAP. The scenarios assess the potential financial impacts
from different combinations of physical, transition and economic risks over a 30-year time horizon (2023 to 2050s).
Impacts on expected losses are modelled based on a static balance sheet? (i.e. no run off of assets and liabilities and

no management actions).

3 Excluding residual commercial loans and Gibraltar and Spanish mortgages. Outstanding balances are de minimis and were therefore excluded from the analysis.

Risk Management

Other Information
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Climate change scenarios

1. Late policy action scenario (LPA)

High Disorderly transition to a net zero
economy by 2050
Transition |
risk
2. Early policy action scenario (EPA) 3. No additional policy action scenario (NPA)
Low

Orderly transition to a net zero
economy by 2050

No further climate policy leading to a
3.3°crise in temperatures by 2050

o

Low High

Physical risk

2023 Climate change scenario descriptions and key assumption

Late policy action (LPA) Early policy action (EPA) No policy action (NPA)

No further climate policy
leadingto a3.3°crisein

Description Disorderly transitionto a

net zero economy by 2050

Orderly transitionto a
net zero economy by 2050

temperatures by 2050
Transition begins 2031 2023 N/A

Nature of transition

Late and disorderly. New
climate policy from 2030

Early and orderly. New climate
policy from 2023

Only climate policies in
place pre-2023

EPC ratings All properties reach their All properties reach their No change
maximum potential rating maximum potential rating
by 2030s by 2020s
Peak carbon price £690/ tonne Co2 £580/ tonne Co2 N/A
Physical risk Limited Limited ‘ High
Mean global warming* 1.8°cincrease 1.8°cincrease 3.3°cincrease
Emissions RCP? 2.6 2.6 8.5

Economic impact (UK) Sudden recession

Temporary downturn Permanent downturn

Scenario conclusions
The exploratory climate scenario analysis completed during 2023 has provided the following insights:

« Modelling of climate change impacts continues to be complex and highly uncertain. This is primarily due to the longer-
term time horizons that the risks are expected to materialise over (versus the relatively short behavioural lives of the
current mortgage book) and uncertainties around the timings and impacts of future Government climate policies.

« The Society continues to have limited potential exposure to physical risk, both currently and under a range of future
climate pathways modelled over the next 30 years, due to the geographically diversified and low LTV profile of our
UK focused mortgage portfolio.

« More material potentialimpacts have been observed through transition risks. For example, 45% of the mortgaged
properties in our portfolio with a valid energy performance certificate (EPC) were rated D or lower at 30 June 2023
and are therefore more exposed to potential changes in Government policy for minimum energy ratings.

4 Increasein average global temperatures compared to pre-industrial levels.

5  Equivalent Representative Concentration Pathway (RCP) developed by the Intergovernmental Panel on Climate Change (IPCC) to model different climate futures based
on the volume of greenhouse gas emissions. RCP 2.6 is a very stringent pathway where emissions fall to zero by 2100 and keep temperature rises below 2°C.RCP 8.5is a
pathway where emissions continue to rise throughout the 21st century.
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Transitional impacts were greatest under a late transition scenario, where actions to achieve net zero are disorderly and
concentrated in a short time period during the 2030s. As a result, total expected losses under this scenario were more
than two times higher than an orderly scenario. Despite these potential impacts, the Society's business model and
capital position were found to be resilient to the risks under all three of the scenarios modelled.

« Based on current progress and a change in Government policy priorities announced in September 2023, there is an
increased probability of a disorderly scenario materialising in the medium to long term. In this context, the Society is
closely monitoring exposure to climate risks and factoring this into strategic decision making and accounting policies
where appropriate. We intend to continue to refine and enhance our scenario testing capabilities in future years as
additional data becomes available and further industry good practice emerges.

2050s flood risk profile® 2050s coastal erosion risk profile®
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Impacts on our longer-term strategy
We will continue to use scenario analysis to monitor the potential impacts of climate change on our business model and adapt

our strategy accordingly. Using the scenario insights, we have implemented the following actions to support the development
of our climate strategy and mitigate against the evolving risks from climate change:

 Investment in our climate risk management and modelling capabilities.

« Implementation of lending policy controls to manage exposure to climate risks.

Consideration of the impacts of climate risks on our expected credit losses and provisions. Refer to note 2 on page 201
for further details.

6 Basedonthe mortgage portfolio as at 30th June 2023.

Risk Management
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Section 2 - Climate risk governance

The Society has embedded appropriate governance arrangements to identify and manage the risks and assess the
opportunities associated with climate change. Where appropriate, this integrated model has used existing committees

and built on their specific areas of responsibility and expertise.

Board
I | | | 1
Remuneration Nominations Board Risk Audit Executive
Committee Committee Committee Committee Committee
|
! ! J ! ! Responsible
Assets and . Conduct and Operational Models and ~SP
P Credit . . o . Business Forum
Liabilites Committee Operational Risk Resilience Rating System
Committee Committee Committee Committee
u Climate
Forum
Board Sub-Committee Executive Committee Working Group

Section 2.1 - Board-level oversight of climate-related risks
Committee

Meetings with

Activities and areas of focus in 2023

climate-related

items

Board The board has ultimate accountability « Oversight of implementation of the
for overseeing the implementation of Society's Responsible Business and
our purpose led strategy, including the climate strategies and associated
management of climate-related risks. targets and objectives.

» Review of the external environment
While the board fulfils some of these duties 2 and competitor benchmarking.
directly, other responsibilities are cascaded « Review and approval of new climate
through the Society’s committee structure. targets and ambitions for our Scope
See pages 121 to 139 for further details of 3 emissions.
the Society’s governance arrangements.
Board Risk The board has delegated responsibility to the « Oversight of progress with climate
Committee Board Risk Committee for overseeing the activities and deliverables.

identification and management of current
and future risks associated with climate
changein line with its stated appetite.

» Approval of credit risk climate
backstop controls and incorporation
of climate factors into the Society's
lending policy.

« Review and approval of outputs and
conclusions from climate stress
testing activity, as part of the ICAAP.

« Monitoring of climate risks and
controls.
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Climate-Related Financial Disclosures continued

Committee Meetings with | Activities and areas of focus in 2023

climate-related
items

Audit The Audit Committee assists the board in
Committee ensuring that the internal systems of control
and external disclosures relating to climate
change are appropriate.

 Consideration of the critical
accounting estimates and
judgements for climate-related risks.

» Annual review and approval of TCFD
climate disclosures.

Remuneration | The Remuneration Committee oversees
Committee the design and implementation of reward
structures to ensure they appropriately 1
motivate colleagues, whilst underpinning the
longer-term viability of the Society.

» Review, approval and monitoring of
2023 climate-related objectives for
the senior management team, and
assessment of associated impacts
on variable remuneration.

Section 2.2 - Management level oversight of climate-related risks
The Board Risk Committee is supported by five Executive Risk Committees, each of which focus on discipline(s) of the risk
universe and how these are influenced by climate change factors.

Responsibilities

Meetings
with climate-
related items

2023 Discussion Topics

Credit Chief Oversees the management of « Climate credit controls and policy.
Committee | Commercial | risks from climate change on the « Impacts on borrower affordability
Officer Society's residential mortgage assessments.
portfolio and the development of « Climate risk credit ML.
associated policy / appetite.
Assetsand | Chief Oversees the management of  Treasury Policy.
Liabilities Financial treasury related risks impacted by « ICAAP scenario analysis.
Committee | Officer climate change (e.g. funding and « Climate Risk update on financial
liquidity, market risk and capital) risks, including Scope 3
and the development of associated requirements for Sovereign Debt.
policy / appetite.
Conduct and | Chief Oversees the management of « Climate risk training.
Operational | Customer conduct and operational risks from « ICAAP scenario analysis.
Risk Officer climate change (e.g. customer
Committee detriment and physical damage
to the society's operational
properties) and the development of
associated policy / appetite.
Operational | Chief Oversees the management of « Climate resilience update.
Resilience Operating resilience risks from climate change
Committee | Officer (e.g. disruption to operations from
physical climate events such as
flooding and increased supply chain
costs) and the development of
associated policy / appetite.
Models Deputy Oversees the development and « Climate model materiality.
and Rating Chief use of models used to quantify and « Climate model methodology and
System Executive profile the Society’s climate risk developments.
Committee | Officer exposures, and the development of
associated policy / appetite.
. Risk Management . . .
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Given the cross-cutting nature of climate risk, the Society also operates two cross-functional governance forums, which are
responsible for the day to day oversight of climate-related risks under the oversight of the Executive Committee:

Forum

Chair

Responsibilities

during 2023

2023 Discussion Topics

Responsible | Chief Ensures appropriate alignment of Oversight of Responsible Business
Business Strategy climate change initiatives to the Strategy.
Forum and Insights | Society’s Responsible Business Progress updates from Climate
Officer Strategy. Forum.
Climate Risk | Head of Delivery of climate activities Progress against climate
Forum Prudential including compliance with PRA deliverables.
and S$S3/19, industry best practice and Climate targets and ambitions
Enterprise operational implementation of the progress and proposals.
Risk climate objectives. « Property refurbishment strategy.
« Climate communications.
« Partnership opportunities.

Senior management function

Responsibility for managing climate-related risk has been assigned to the Deputy Chief Executive Officer, as the appropriate
senior management function under the PRA's senior managers regime. This includes ensuring that climate-related financial
risks are adequately reflected in risk management frameworks, and that the Society can identify, measure, monitor and report
onits exposure to theserisks.

Training and awareness

Ensuring robust understanding of climate-related risks and opportunities is crucial for colleagues at all levels of the
organisation. During the year, both the board and senior leadership team undertook training on the Science Based Targets
initiative (SBTi) and considerations for setting Scope 3 targets. Mandatory climate risk training has been introduced for all
colleagues, and colleague engagement has been facilitated through a dedicated internal communications climate week and
Green Champions network of colleagues.

Remuneration

During 2023, climate factors were reflected in the Society's remuneration scheme for the first time with relevant members of
the senior leadership team required to have a personal objective linked to climate priorities within their area of responsibility.
Supporting the transition to net zero has also been included as one of the Society’s ten corporate priorities under our purpose
blueprint to help put homeownership within reach of more people - generation after generation.

Section 3 - Climate risk management

Section 3.1 - Integration of climate change in risk management

Climate risk management framework
The Society has developed a Climate Risk Management Framework (CRMF) to ensure that climate risks and opportunities are
appropriately identified, measured, managed, monitored, and reported.

The Society does not view climate-related risks as a separate principal risk category, but as risk factors that have a bearing on
existing risks across the Society's principal risk universe.
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Climate-Related Financial Disclosures continued

Climate Risk Management Framework

Climate risks (physical and transitional)

Strategic/

el business risk

Credit risk Operational risk

Funding and

liquidity risk Model risk

Market risk Capital risk

Climate data Climate disclosure Climate scenario
(ET GET( standard analysis standard

Climate key risk
indicators

Governance and
reporting

Risk appetite

and limits Stress testing

Level 1 policies

The management of climate-related risks and opportunities has been incorporated into existing governance and
risk management processes, where appropriate, and ensures that the risks are being managed in line with board
approved appetite.

Risk appetite

Our climate risk appetite has been defined in line with current good practice guidance, combining a qualitative statement with
measures the Society uses to assess adherence to appetite over a time period reflective of the risks from climate change.

Climate change strategic aim

vl Support the orderly transition to a greener, net zero economy by 2050 or sooner.
. ‘The Society has alow tolerance for ESG risks in order to create long term value for its key stakeholders
Appetite . .

and protect its brand and reputation.

Targets / ambitions:

» Reduce absolute Scope 1 & 2 emissions by 90% by 2030, using a market-based approach.

» Reduce absolute Scope 1 & 2 emissions by 60% by 2030, using a location-based approach.

« Maintain carbon neutrality for Scope 1, 2 market-based emissions and selected Scope 3 emissions,
on the pathway to net zero.

. » Reduce absolute operational Scope 3 emissions (Categories 1 —14) by 25% by 2030.
Supporting ” : : - S
» Ambition to reduce intensity of our financed Scope 3 emissions from residential mortgages
measures

(Category 15) by 45% by 2030.

Risk exposure:

» Maintain negligible / low exposure to physical climate risks (flooding, ground hazards,
and coastal erosion).

» Limit exposure to transition risks through our credit policy and criteria.

» Maintain zero appetite for the funding of fossil fuel and other carbon-intensive industries.

. Risk Management . . .
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Section 3.2 - How climate risks are identified, assessed, and managed

Climate risk operating model

A climate change operating model has been established to assist the board and Deputy CEO in the effective identification

and management of climate risks. A central strategy and risk management hub ensures there is close alignment between the
Society's purpose and climate risk appetite / policy and provides direction to relevant functional areas that have accountability
for the management of each aspect of climate risk.

@ @ Deputy CEO = Climate Risk SMF Holder

Green @ Chief Risk Officer
finance
S
@ Chief Commercial
Operational Carbon
resilience ) footprint Officer
Chief Strategy and
. Insight Officer
Strategy and risk
TERE @ Chief Operating
ko oo *@@ Officer
Operational Reporting and Chief Financial
infrastructure disclosure Officer

CSIO | CCO

Communication

Three lines of defence
The Society defines roles and responsibilities in relation to climate risk under a Three Lines of Defence (3LOD) approach,
reflective of the Society's size and complexity.

3LOD ‘ Climate-related remit

1stLine « Development of the Society’s climate strategy and wider responsible business strategy.

(Business Lines) « ldentification, assessment, and management of climate change risks across the Society.

« Member and colleague engagement campaigns.

2ndLine « Maintenance of the climate risk management framework.

(Risk Function) « Climate risk monitoring and reporting.

« Development of climate scenario analysis and stress testing.

3rdLine « Independent assurance of the adequacy and effectiveness of first and second line risk
(Internal Audit) management, on a risk-based approach.

« Supplemented by external assurance reviews as required.

Assessment and management of climate-related risks

The Society uses its CRMF to assess how climate change risks could impact each of the Society'’s principal risks. Our current
assessment of the potential impacts against each of our eight principal risks is presented overleaf (based on short and long-
term view of the risk impacts) along with key mitigants and climate risk metrics in place to manage the risks. The assessment
is based on available data and insights and should be viewed in the context of the current complexity and high degree of
uncertainty around future climate change.
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Summary of climate-related risks, potential impacts and mitigants

M = High potential impact

= Medium potential impact @ = Low potential impact

Impact \
Risk factor |Risk description Long- |Key mitigants Climate risk metrics
term
Credit risk
Physical « Increasingly frequent « Automated flood and « % mortgage balances
Risk / severe flooding, ground risk assessment with high / very high
subsidence, and erosion as part of the credit physical risk.
from cllmate. change decisioning process. . Stressed credit risk
causes physical damage . .
. .  Credit policy controls. losses.
to properties, negatively
impacting the value of « Building insurance required
the collateral. under mortgage T&Cs.
« Higherinsurance / repair « Stressed affordability
costs for members, assessments.
|mpa_ct|ng_ <_:iebt [} » Postcode concentration
serviceability. 3
limits.
: Ir.1creased default e LTV limit structure for
risk for wholesale :
) lending segments.
counterparties exposed
to climate change. « Semi-annual back book
assessment of physical
risks under multiple
climate pathways /
stresses.
« ESG assessments for
wholesale counterparties.
Credit risk
Transition « Changes in Government « EPC dataincorporated « % mortgage balances
risk policy negatively impact into automated credit with current EPC >C.
house prices and decisioning processes
. » % mortgage balances
borrower affordability and assessed as part of . -
. e . with potential EPC
(e.g. minimum EPC underwriting for certain >C
ratings). products. '
« Transitionto agreen « Credit policy controls. ‘ Stre;se_d transitional
economy impacts credit risk losses.
yimp . « Stressed affordability
borrower affordability
. . assessments.
(e.g. rising energy costs).
. « Semi-annual back
» Macroeconomic [}
. book assessments of
downturn from climate .
- EPC ratings to assess
change impacts house L
. concentration risks.
prices and borrower
affordability (e.g. higher  Transitional risk stress
unemployment). testing conducted as part
of ICAAP assessment.
« Horizon scanning for
technological changes,
changes in consumer
sentiment or Government
policy.
. Risk Management . . .
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Impact \

Risk factor |Risk description Long- |Key mitigants Climate risk metrics

Present
term

Strategic / business risk

Physicaland | « Failure to manage « Responsible Businessand |« Climate targets, refer

transition exposures to, or Green Strategies, including to section 4.

risk take adva'n’.cage of . the se'ttlng of appropriate . External ESG ratings.
opportunities relating to appetite and targets for

climate change, which climate risk. « Adverse publicity.
inhibits longer-term
business model viability.

« Stakeholder
expectations are

« Green product proposition | « Carbon prices.

and governance. . .
9 o Climate risk

« ICAAP stress testing / landscape.
sensitivity analysis.

negatively impacted by m

the Society's response « Disclosures articulating
to climate change the Society's approach to
resulting in impairment climate risk management.

to reputation, or delivery

of strategic objectives. » Horizon scanning

and assessment (e.g.
» Reputational impact regulatory change).
of carbon footprint of

products and services * Member engagement and

leading to lower member education.
attraction and retention.

Operational risk

Physicalrisk | « Branches or offices are « Corporate insurance « Number of Society
damaged, or loss of policy. properties with high

systems, processes or
data, due to physical
impacts (e.g. flooding).

/ very high physical

» Business continuity risk

planning and operational
resilience factored into our | « Number of supplier

« Increased incidence of investment strategy (e.g. sites with high / very
environmental perils additional flood defences high physical risk.
affecting the delivery of for our head office site in % coll located
third-party goods and Leeds). * Jocoleagues focate

. in high physical risk
services. . )
« Disaster recovery testing. area.

* Operationalresilience « ICAAP Operational Risk » Stressed operational

affected by phy.5|cal ® Pillar 2a assessment. losses.
events preventing
colleagues from « Remote working
accessing the office or capabilities.
branches. « Environment factors
« Regulatory breaches / considered as part of
censure. supplier due diligence.

« Supplier audits / recovery
testing.

» Regulatory horizon
scanning and compliance
assessments.
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Climate-Related Financial Disclosures continued

Risk factor

Risk description

Impact \

Present

Long-
term

Key mitigants

Climate risk metrics

Transition
risk

Model risk
Physical and
transition
risk

« Increased supply chain
costs due to climate-
related inflationary
pressures.

» Reputational damage
from third-party
relationships due to
their climate change
credentials.

« Increased reliance on
complex models to
understand climate-
related risks over longer-
term horizons to support
current day decision
making.

« Models are based
on the latest climate
science, with historic
performance not an
indicator of future
performance.

« Alack of transparency
around model
assumptions and
limitations results in
incorrect decision-
making.

Funding and liquidity risk

Physical and
transition
risk

» Reductioninretail
funding as a result of
climate change (e.g. due
to property retro-fit
costs or loss of income
from climate-related
macroeconomic or
transitional impacts).

« Reductionin savings
balances due to a change
in member preferences
towards green products.

« Increased cost of
wholesale funding due
to achangeininvestor
appetite for green
bonds.

« Increased losses from
counterparties with
a higher exposure to
climate risk.

Supplier due diligence and
exit planning.

Supplier relationship
meetings to engage and
monitor progress with
implementing climate
targets and plans.

Model Risk Policy
requirements and
materiality assessment.

Independent model
validation reports.

Data completeness checks
and reconciliations.

Variance analysis and
associated commentary to
understand key trends.

Model documentation and
localised procedures.

Credit risk and modelling
SMEs.

Third party management
arrangements / oversight.

Annual ILAAP and
Recovery Planning
processes.

Daily monitoring of

the Society’s liquidity
position and early warning
indicators.

Weekly cashflow
forecasting.

Liquidity management
actions under the Recovery
Plan.

Climate risk disclosures
articulating the Society's
approach to the
management of climate
risk.

Green product proposition
and governance.

o Number of critical
suppliers without
a climate risk
assessment.

e Under development.

« Number of liquidity
investments with
high climate risk.

« External ESG ratings.
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Impact \

Risk factor |Risk description Long- |Key mitigants Climate risk metrics
Present
term
Market risk
Physicaland | « Changesin market + ICAAP stress testing / « Carbon prices.
transition pricing as a result of the sensitivity analysis.
risk LTﬂ:gegﬁ?;fsn(zf new « Implementation of the
limate p 9: Market Risk Policy and
rising price of renewable . L
associated limit structure.
energy and carbon-
offsets). « Environmental factors are
« Changes in the value of considered annually as Part
; . of counterparty credit limit
certain financial assets assignment
and liabilities as a result [ | 9 :
of macroeconomic « Regular testing of the
eventsinresponse liquidity of market
to climate change securities.
(rﬁf\./ér:\eernetsst) rate « Monitoring and
’ recalibration of behavioural
« Changesin member life models for savings and
behaviour in relation mortgages.
to their mortgage or
savings deposits.
Conduct risk
Physicaland | « Potential liability and « Product Governance » % mortgage balances
transition conduct risks from Framework. with high or very
risk green propos_ltlons and . Credit risk appetite and high physncal_or
assumed advice. . transitional risk.
policy.
« Inappropriate treatm_ent . Colleague training, with . C_omplalr_\ts related to
of members who are in . climate risk.
s regular oversight and
financial difficulty as a
. assessment.
result of the impacts of o
climate change. « Compliance monitoring
reviews.
 Increased member
activity (e.g. increased » Complaints handling and
call volumes) resulting resolution procedures.
from physical risk, .
. . N « Resource planning and
impacting the Society's . L
. . business continuity
service capacity.
arrangements.
Capital risk
Physicaland | « Reduction in capital from « Theannual ICAAP « Stressed physical and
transition changes in risk weighted considers the risk profile transitional credit risk
risk assets and provisions of the Society across all its losses.
for mortgages due to principal risk categories
climate events. (including the impact of
. . climate change).
 Increase in operational
losses from climate o [ |  Further alternative
events. scenarios and sensitivity
« Impairment of balance analysis.
sheet assets, such as  Credit risk appetite and
premises or branches, policy.
due to physical damage
or transitional impacts.
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Climate-Related Financial Disclosures continued

Section 4 - Climate risk metrics and targets

Section 4.1 - Climate risk ambitions, targets, and performance
The Society is committed to the global call to action on climate change, recognising the critical and urgent role that the
financial services industry has in supporting the response.

Our greenhouse gas (GHG) emissions
The Society's GHG Reporting has been completed in accordance with requirements of The Companies Act 2006 (Strategic
Report and Directors’ Report) Regulations 2013 and the UK's Streamlined Energy and Carbon Reporting (SECR) regulations.

Reported emissions have been calculated using the World Resources Institute and the World Business Council for Sustainable
Development GHG Protocol, which is the internationally recognised standard for the measurement, management, and
reporting of GHG emissions.

The Society has set its organisational GHG emissions boundary using the operational control approach, which captures GHG
emissions linked to entities under our control. Reported emissions encompass the seven GHGs defined under the Kyoto
Protocol and are broken down into three main categories:

Category Control Source Disclosure Description

Operational emissions

Direct GHG emissions that originate from assets that the
Society owns or controls e.g. emissions from the combustion
of gas to heat branches or fugitive emissions from ventilation
systems.

Scope 1 Direct Our buildings | Mandatory

Emissions from the generation of purchased electricity. Under
the GHG Protocol, the Society is required to report Scope 2
emissions of both market and location-based approaches.

Purchased Market-based approach reflects emissions from energy that
Scope 2 Indirect Mandatory the Society has purposefully chosen e.g. renewable electricity.

electricity
Location-based approach reflects emissions from purchased

energy based on the average emissions intensity on the
grids upon which consumption occurs, such as using UK
Government grid-average emissions factors.

Value chain emissions

Scope 3 Upstream Indirect emissions that occur in our upstream and downstream
P . and operational activities i.e. emissions from activities linked to the

(Category Indirect Voluntary .. . .

1-14) downstream provision of our products and services (predominantly from
activities the third party goods and services that we purchase).

Scope 3 Downstream Indirect emissions that occur downstream in our value chain

(Category Indirect s Voluntary i.e. emissions from our investments (predominantly from use
activities .

15) of the mortgaged properties that we finance).

The Society's GHG emissions for 2023 are summarised below, with comparison to 2021 (our baseline year for reporting
purposes), in line with reporting requirements under SECR. Our 2022 disclosures for fugitive emissions have been restated?
following the completion of data quality checks which identified additional unreported emissions from the leakage of an air
conditioning system in one of our offices. Restated prior year disclosures are provided for comparative purposes.

We have calculated a data score of 1.48 for our Scope 1 and 2 market-based emissions and 1.93 for our Scope 1 and 2
location-based emissions using the Partnership for Carbon Accounting Financials (PCAF) methodology (with 1 being the
highest data quality and 5 the lowest quality). This reflects the high proportion of actual versus estimated consumption data
and average emissions factors used in the calculations.

1  Theadjustments did not change the net carbon outturn for 2022, with additional voluntary carbon credits purchased during 2023 to offset the difference.

Risk Management
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2023 SECR reporting®?

Market-based approach Location-based approach

B (Bazs?ezlilne) (Baz:ezlilne)

Scope 1

Diesel 1 0 - 1 0 -
Gas 33 45 (26%) 33 45 (26%)
Fugitive emissions 59 12 370% 59 12 370%
Scope 2

Electricity 4 18 (78%) 490 906 (46%)
Total Scope 1 and 2 97 75 29% 583 963 (39%)
Scope 3

Business travel 175 103 70% 175 103 70%
;‘::a;:;‘:,':i;;:sas’;‘:avel 272 178 53% 758 1,066 (29%)
Purchased carbon offsets (272) (178) 53% (272) (178) 53%
Net carbon outturn - - - 486 888 (45%)
Other metrics

'ir;’r'lzsgns EEE 0.06 0.06 6% 0.35 0.71 (50%)
(Exvf)y consumption 2,509 4,512* (44%) 2,509 4,512* (44%)
Eq_:rgy consumption per 1.51 3.32% (54%) 1.51 3.32% (54%)
Data score (Scope 1 and 2) 1.48 - - 1.93 - -

* Energy consumption and consumption per FTE for 2021 have been restated following validation checks

(previously 4,491 and 3.30 respectively)

Restated SECR prior year disclosures

Market-based approach Location-based approach

Emissions (t/CO2e) 2022 2022
Scope 1

Diesel 1 1
Gas 34 34
Fugitive emissions 59 59
Scope 2

Electricity 7 493
Total Scope 1and 2 101 587
Scope 3

Business travel 156 156
Total Scope 1, 2 and Scope 3 business travel 257 743
Purchased carbon offsets (257) (257)
Net carbon outturn - 486

2 t/Co2e stands for tonnes of carbon dioxide equivalent (the recognised measure for GHG emissions).
3 Offsets for our 2023 emissions will be finalised once final energy consumption data is available and has been independently verified.
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Climate-Related Financial Disclosures continued

Using a market-based approach, our Scope 1 and 2 emissions have increased by 29% since our 2021 base year (overall
92% reduction since 2016 when we first started reporting). This increase was caused by two leakages of fugitive emissions
from the air conditioning system at one of our offices in 2022 and 2023. Using a location-based approach, our Scope 1 and
2 emissions have reduced by 39% since 2021 (overall 65% reduction since 2016). This has been driven by reductions in the
consumption of electricity following the consolidation of three of our existing head office sites into one and the divestment
of another legacy contingency site during 2022, as well as a lower emissions conversion factor for electricity due to a higher
proportion of renewable versus fossil fuel generated electricity on the UK National Grid during 2023.

Energy consumption (Mwh) Emissions intensity ratios (per employee)
6000 15

Market-based tCo2e per FTE
=== Location-based tCo2e per FTE

4000 1.0
2000 0.5
0
2016 2017 2018 2019 2016 2021 2022 2023 0.0 2016 2017 2018 2019 2020 2021 2022 2023
B Renewable Non-renewable
Market-based emissions (tCO2e) Location-based emissions (tCO2e)
1500 92% reduction 2500
2000 65% reduction
1000
1500
1000
500
500
v
I s em e e == B OB O e e eem e mmn S N
2016 2017 2018 2019 2016 2021 2022 2023 0 2016 2017 2018 2019 2016 2021 2022 2023
M Scope 1 Scope 2 B Scope 1 Scope 2

Section 4.1.1 - Our Scope 1 and 2 emissions

Scope 1 and 2 targets

As part of our strategic aim to support the orderly transition to net zero by 2050 or sooner, we have set two ambitious near-
term targets to reduce our Scope 1 and 2 emissions while we maintain carbon neutrality:

o Reduce our absolute Scope o Reduce our absolute Scope
90 /o 1 and 2 emissions by 90% 60 /o 1 and 2 emissions by 60%

by 2030, from a 2021 base- by 2030, from a 2021 base-
year using a market-based year using a location-based
methodology. methodology.

Carbon neutral

Maintain carbon neutrality for our Scope 1, 2 market-based emissions and selected Scope 3 emissions, on the pathway
towards net zero.

Risk Management
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These targets have been guided by the principles of a science-based net zero pathway and will align our Scope 1 and 2
operational emissions with the Paris Agreement goal to limit future temperature increases to 1.5°C. This means we will reach
net zero for our Scope 1 and 2 emissions by 2030 on a market-based approach, and more than halve Scope 1 and 2 emissions
on alocation-based approach by the end of the decade. To achieve these targets, we have agreed a plan to upgrade all our
branches to the latest net zero standards by 2030. We will continue to only purchase our electricity from renewable sources
that meet requirements of the GHG Protocol Scope 2 Standard, and during 2024 we will explore opportunities to generate
onsite renewable energy. Achieving our location-based target will also be heavily dependent on decarbonisation of the UK
electricity grid in line with the National Grid's ‘Consumer Transformation’ Future Energy Scenario (FES).

We're committed to maintaining carbon neutrality for our Scope 1 and 2 market-based emissions and selected Scope 3
emissions*. We will purchase only high quality verified carbon credits to offset our residual emissions to zero while we are
taking action to permanently eliminate them. Offsets will not be relied upon to meet our reduction targets. Once we have
reached our net zero market-based target, we will offset any residual hard to abate emissions through investment in high
quality certified nature-based or man-made carbon removal projects.

Progress against Scope 1 and 2 targets

We are currently ahead of our 60% location-based reduction target, having reduced our overall energy consumption following
the opening of our A rated head office building in 2022. As a result of two unexpected leakages of fugitive gas from the air
conditioning system at one of our offices, we exceeded our market-based reduction target in both 2022 and 2023. We have
taken action to minimise the risk of future leakages as far as practical and expect our emissions to trend back down in line with
the target pathway in future years as we implement our emissions reduction plans.

Summary of progress against our Scope 1 and 2 location-based target

Scope 1 and 2 emissions ‘ Location-based approach

Absolute emissions - 2021 Base Year (tCo2e) 963
Absolute emissions - 2023 (tCo2e) 583
% change vs base year -39%
Target % reduction vs base year -13%
Status Ahead
1200 —
963
1000 —
|
800 — |
600 — l
| 60% reduction 585
400 L________________}
200 —
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
base year current year target year
—@— 60% reduction target Progress against target

4 Inaccordance with Climate Impact Partners’ CarbonNeutral® Protocol, this includes emissions from our business travel, fuel and energy related activities (FERA),
waste generated in operations, and home working.
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Climate-Related Financial Disclosures continued

Summary of progress against our Scope 1 and 2 market-based target

Scope 1 and 2 emissions ‘ Market-based approach

Absolute emissions - 2021 Base Year (tCo2e) 75
Absolute emissions - 2023 (tCo2e) 97
% change vs base year 29%
Target % reduction vs base year -20%
Status Behind
120 —
101 97
100 |—
75
80 —
60
40 —
20 — 90% reduction 8
L e e e e e e e e e e e = - >
|
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
base year current year target year
—@— 90% reduction target Progress against target

Carbon neutral status
To maintain our carbon neutral status, we're working with Climate

Impact Partners, a specialist in carbon market solutions for 6“1.":16
climate action. ¢ 0
During 2023, we maintained our CarbonNeutral® company &L;méiE cn p BROAM
certification in accordance with The CarbonNeutral Protocol, PARTNERS NEU TR nl.
the leading global framework for carbon neutrality, and had an G J\b
independent assessment of our Scope 1 and 2 market-based /O‘ba} Sta“dﬁ

emissions and selected Scope 3 emissions.

Our offsetting program delivers finance to projects which

are reducing and removing emissions now, supporting the
transition to a low carbon global economy. All the projects are
independently verified to assure emission reductions or removals
are occurring. This ensures the highest environmental integrity in
our commitment to have an immediate, positive impact on

the climate.
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Scope 1 and 2 transition plan milestones, assumptions and dependencies
The key actions that will be taken over the remainder of the next decade to deliver our Scope 1 and 2 emissions reduction

targets are summarised below.

Control: ® = Low

2023
All sites using M
2021 renewable
Base year electricity. M

I 0 I

o
2022
Consolidation of
three offices into

our new ‘Arated’
head office.

O

=Medium @®=High ®=Complete

HEH

Confidence:  =Low < =Medium @ =High

2024-2028 2027
Review options to reduce Gas heating
reliance on REGO backed removed from

2030
Target year

renewable electricity.

T | |

0 all sites.
[

2024-2030

Complete retrofit of our branches to improve efficiency and
reduce consumption. Maintain carbon neutrality during this period.
UK electricity grid decarbonises in line with National Grid's
‘Consumer Transformation’ FES scenario.
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Climate-Related Financial Disclosures continued

Section 4.1.2 - Scope 3 emissions
Assessment of our Scope 3 emissions is based on the methodologies set out in the GHG Protocol Scope 3 Accounting and
Reporting Standard. Nine of the 15 Scope 3 categories have been identified as relevant for our business model.

Assessment of Scope 3 emission categories

Scope 3 category

‘ Description

Categories 1-14 (upstream activities)

Category 1 -
Purchased goods and
services

Goods and services purchased as part of our
operational activities during the reporting
period.

Category 2 - Capital
goods

Capital goods purchased during the reporting
period.

Category 3 - Fuel
and energy related
activities (FERA)

Extraction, production, and transportation of
fuels and energy purchased in the reporting
period.

Category 4 - Upstream
transportation and
distribution

Transportation and distribution of products
and services purchased in the reporting period.

Category 5 - Waste
generatedin
operations

Disposal and treatment of waste generated
from our operations during the year.

Category 6 - Business
travel

Transportation of employees for business-
related activity in the reporting period.

Category 7 - Employee
commuting and home
working

Transportation of employees between their
homes and worksites and emissions while
working from home in the reporting period.

Relevance®

Influence®

Data quality’

Category 8- Upstream Opgratlon of assets leased during the reporting N/A N/A N/A
leased assets period.

Categories 9-14 (downstream activities)

Category 9 - Transportation and distribution of products

Downstrear.n and services sold during the reporting period. N/A N/A N/A
transportation and

distribution

Category 10 - Processing of intermediate products sold in the

Processing of sold reporting period. N/A N/A N/A
products

Category 11 - Use of End usg ofgqods and services sold in the N/A N/A N/A
sold products reporting period.

Category 12 -Endof | Waste disposal and treatment of products sold

life treatment of sold in the reporting period. N/A N/A N/A
products

Category 13 -
Downstream leased
assets

Operation of assets owned by the Society
during the reporting period.

I(:Zrztnefh?gsm = F()):rtiagz’fion of franchise during the reporting N/A N/A N/A
Category 15 (downstream activities)

Category 15 - Emissions from investment activities (including

Investments use of mortgaged properties) during the M

5  Based on our assessment of materiality of the categories, reflective of our business model (high to low).

reporting period.

6  Reflects our ability to influence reductions in the emissions (high to low).
7  Reflects availability and completeness of data used to calculate the emissions (high to low).

Strategic Report

Risk Management

Governance
Report

Financial Statements

Other Information



Section 4.1.3 - Scope 3 emissions: categories 1-14

Our Scope 3 operational emissions are set out below (as at 31 December 2022, which is the most recent data point available).
As indicated by the data scores below, our Scope 3 calculations are based on a large proportion of estimated data because
accurate actual data is not currently available. As this data quality improves, we will update our calculations and re-baseline
our disclosures where there are any material changes.

Scope 3 category 1-14 emissions at 31 December 2022

Scope 3 category r{vr¥; 2021 baseline ol Data score®
(] ange

| tCo2e | %Total | tCo2e | % Total | 2022 | 2021
Category 1 | Purchased goods and services 17,674 83.7% 17,292 81.8% 2% 5.00 | 5.00
Category 2 | Capital goods 1,243 5.9% 2,544 12.0% -51% 5.00 | 5.00
Upstream
emissions of 6 0.0% 8 0.0% -24%
purchased fuels
Fueland
Upstream
energy emissions of
Category 3 | related 129 0.6% 257 1.2% -50% 2.03 | 2.03
o purchased
activities electricit
(FERA) Y
Transmission and
distribution losses 45 0.2% 80 0.4% -44%
(T&D)®
Category4 | Pstreamtransportationand 521 2.5% 409 1.9% 28% | 5.00 | 5.00
distribution
Category 5 | Waste generated in operations® 3 0.0% 2 0.0% 0% 2.00 | 2.00
Air, public transport,
BUSi rented / leased 140 0.7% 85 0.4% 65%
Category6 | oS vehicle, and taxi® 2.27 | 3.84
travel Hotel
e 16 0.1% 18 01% | -11%
accomodation
Employee Commuting 879 4.2% 324 1.5% | 172%
Category 7 C°;“:‘”t'”9 4.00 | 5.00
\j/r;rkizgloe Home working® 436 2.1% 664 3.1% -34%
f:tegmy Downstream leased assets 36 0.2% 40 0.2% -11% | 4.00 | 4.00
Total Scope 3 category 1-14 21,127 100% 21,723 100% -3% 4.89 | 4.95
Subject to voluntary offsetting (640) 3% (509) 2% 26%
Net outturn 20,487 - 21,214 - -3%

Scope 3 categories 1,2 and 4

The goods and services that we purchase continue to account for most of our Scope 3 operational emissions (92%). We have
used a spend-based methodology to calculate these emissions, multiplying our annual spend per supplier by average sectoral
emission factors derived from the Quantis Scope 3 evaluator tool. Most of these emissions (78%) are attributed to goods

and services purchased from our top 50 suppliers by spend. Throughout 2023, we have started the process of engaging with
these suppliers to better understand their emissions footprint and carbon reduction plans. We are utilising the EcoVadis
sustainability platform to support this and enhance our supplier due diligence processes. Activity will continue in 2024 as we
work with our suppliers to meet emissions reduction targets and improve data quality and reporting. We have also embedded
climate factors into procurement processes for new goods and services, including introducing contractual requirements for
suppliers to set and meet near term net zero targets by 2030.

8  Adata score has been applied to each category based on the principles of the PCAF standard (1= highest data quality; 5 = lowest data quality).
9  Emissions categories that are subject to voluntary carbon offsetting. Employee commuting and home working includes home working element only.
10 Values for 2021 have been re-baselined following a change in the calculation methodology.
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Climate-Related Financial Disclosures continued

Scope 3 category 7

During 2023, we conducted a survey with our colleagues to more accurately assess our Scope 3 emissions from employee
commuting and homeworking and identify opportunities to reduce them. As a result of this methodology change, we have
re-baselined our 2021 emissions for this category resulting in a 49% reduction versus our previous disclosures.

Scope 3 operational target

During 2023, we have set a new target to reduce our absolute 2 o Reduce our absolute Scope
Scope 3 operational emissions by 25% by 2030 from a 2021 5 /o 3 operational emissions
base-year, which aligns with principles of the SBTiand a well- (categories 1-14) by 25% by
below 2°C temperature pathway. by 2030 2030, from a 2021 base year.

Progress against our Scope 3 operational target

In 2022 (the most recent data point available), our operational emissions reduced 2.7% versus our 2021 base year to

21,127 tCo2e, which is marginally behind the required c2.8% p.a. SBTireduction pathway. The reduction was predominantly
driven by lower capital expenditure during 2022 and lower supplier emission factors due to inflation adjustments. Emissions
from business travel increased 65% during 2022, due to growth in the number of colleagues and a return to pre-Covid
pandemic working patterns.

Summary of progress against our Scope 3 operational target

Scope 3 emissions Categories 1-14

Absolute emissions - 2021 Base Year (tCo2e) 21,723
Absolute emissions - 2022 (tCo2e) 21,127
2022 % change vs base year -2.7%
2022 target % reduction vs base year -2.8%
Status Behind
26000 —
24000 —
22000 —
20000 —
18000 —
L 25% reduction 16,292
14000
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
base year current year target year

—@— 25% reduction target Progress against target

Scope 3 operational emissions transition plan milestones, assumptions and dependencies

The key actions that will be required over the remainder of the next decade to achieve our near-term Scope 3 operational
emissions reduction target by 2030 are summarised overleaf. We expect that emissions will continue to trend close to the
target pathway in the coming years but many of the actions are outside our direct control and will require close collaboration
from several stakeholders, including our suppliers, colleagues, and the Government. Progress will be heavily dependent on our
ability to replace current average supplier emission factors with actual data and more of our suppliers setting and achieving
their own reduction targets. Currently, 48% of our top 50 suppliers have either set or have committed to setting an SBTi
near-term target but we expect this number to increase as focus on climate ambitions increases.

Risk Management
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Scope 3 operational emissions reduction plan, assumptions and dependencies

Control: ®=Low © =Medium @ =High ®=Complete Confidence: ¥ =Low < =Medium @ =High
2023 2024-2025
Engaged with top 50 suppliers Enhance calculation of emissions and data

M quality for suppliers and mortgage brokers.
Q Engagement with colleagues to educate

and enhanced calculation of M
2021 emissions for business travel 0
Base year and commuting. and encourage green choices.

2030
Target year

2022 2024-2030
Measured and e M Continue engagement with suppliers leading to top 50 setting and
baselined our achieving verified near term SBTi targets by 2030.

Scope 3 emissions. Reduce operational waste (including paper, rubbish and IT consumables)
M M 5
y 2% p.a.
M 0 Downstream leased assets decarbonise in line with our branch
refurbishment programme.

M M Petrol / diesel cars replaced by electric vehicles for 50% of existing business
travel car journeys.

Section 4.1.4 - Scope 3 category 15: residential mortgages
Using the methodology prescribed by Partnership for Carbon Accounting Financials (PCAF), the Society has calculated the
Scope 3 category 15 emissions from the UK residential mortgaged properties that we financed at 31 December 2022.

PCAF methodology for calculating financed emissions

Financed = z Attribution factor X building emissions
emissions

Emissions attributed to the Society based on: Property emissions calculated based on:
outstanding loan amount energy consumption X
property value at origination emissions factor (EF)
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Climate-Related Financial Disclosures continued

In applying the PCAF methodology, we have used the following approach to calculate the attribution factor and building
emissions:

 All UK residential mortgages on the Society'’s balance sheet as at the reference date of 31 December 2022 have been
included in the calculation.

« The outstanding loan balance as at the reference date has been used, including the balance of any further advances on
these properties, divided by the original property valuation.

« Property level EPC reports have been used to estimate energy consumption for properties and therefore our calculation
excludes unregulated emissions (for example, emissions linked to the charging of an electric vehicle). We believe that this
approach gives a more accurate view of the emissions directly associated with the properties that we are financing.

» Where an EPC report is not available or is more than 10 years old and no longer valid (40% of the Society's properties),
a proxy for estimated emissions has been applied using the average of the Society's actual EPC data (as at 31
December 2022).

« Pointin time emission factors for gas and electricity have been used (2012, based on the current EPC SAP methodology).

Using the PCAF standard, a data score of 3.54 (2021: 3.56) has been attributed to our Scope 3 financed emissions, reflective
of the high proportion of estimated data used in the emissions calculation. This is an industry-wide issue, but we expect the
score to improve over time as data availability continues to mature.

Scope 3 category 15 ambition

We recognise that emissions from the residential mortgages o Ambition to reduce the

that we finance are significant and make up the largest 45 /o intensity of our Scope 3
proportion of our total emissions footprint. As part of our financed emissions (category
overall strategic aim to support an orderly and equitable by 2030 15) from our residential
transition to net zero by 2050 we have agreed an ambition mortgage book 45% by 2030
to align our category 15 emissions with a near term science- froma 2021 base year.

based reduction pathway over the next decade. In line with

the SBTi's current requirements for financial institutions, a

Sectoral Decarbonisation Approach (SDA) well-below 2°C scenario (IEA ETP B2DS) would require us to reduce the physical
intensity of our attributed residential mortgage emissions 45% by 2030 from a 2021 base year (equivalent to a reduction in
absolute attributed emissions of 33%).

Achieving our ambition will be extremely challenging and we won't be able to do it alone. There continues to be a number of
key gaps in Government policy required to deliver low-carbon greener homes in an equitable way ensuring nobody is unfairly
disadvantaged or left behind. As a mutual, our aim is to avoid, where possible, taking any actions that may compromise a

fair and orderly net zero transition, including setting targets that may lead to restrictions on finance for less energy efficient
homes where it is not practical, cost-effective, or affordable for borrowers to meet net zero standards.

Our focus in the coming years will be on developing our green financial products and partnerships to support members in
decarbonising their home, enhancing our measurement and reporting of category 15 emissions as data processes mature,
and engaging with Government and industry bodies to ensure remaining net zero policy gaps are addressed.

Risk Management
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Progress against our Scope 3 category 15 ambition

In 2022 (the most recent data point available), our financed emissions from residential mortgages reduced 0.1% versus our
2021 base year to 20.24 kgCO2e/m2/year, predominantly driven by lower average LTV of lending in 2022 and an improvement
in the proportion of more energy efficient properties on the book (52.8% with an EPC rating of A-C versus 52.3% in 2021).
This is behind the required emissions reduction of approximately 5% in 2022 to align with an SBTi pathway. We expect that
these emissions will continue to trend above this pathway in the coming years until current barriers to greening the UK house

stock are resolved.

Scope 3 financed emissions for our mortgage portfolio'* at 31 December 2022

L. Current position Base year

Scope 3 category 15 emissions
31 December 2022 31 December 2021

Total mortgaged properties 181,082 168,731
Total mortgage lending £20.45bn £18.43bn
% of properties with a valid EPC 61% 62%
PCAF data score 3.54 3.56
Absolute financed emissions (tCO2e/year) 311,031 290,493
Physical emissions intensity (kgCO2e/m2/year) 20.24 20.26
Economic emissions intensity (tCO2e/£M lent/year) 15.21 15.76

Progress against our 45% Scope 3 category 15 ambition

Scope 3 category 15 Emissions

Physical emissions intensity - 2021 base year (kgCO2e/m2/year)

20.26

Physical emissions intensity - 2022 (kgCO2e/m2/year)

20.24

2022 % change vs base year

-0.1%

2022 ambition % reduction vs base year

-5.0%

Status

Behind

22 —
20.26

20 —

20.24

18 —

16 —

14 —

12 —

1 0 | | | |

45% reduction

2021 2022 2023 2024
Base Year

2025

—@— 45% reduction target - ETP B2DS scenario

2026 2027

2028 2029 2030

Target

Progress against ambition

11 Excluding residual commercial loans and Gibraltar and Spanish mortgages. Outstanding balances are de minimis and were therefore excluded from the analysis.
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Climate-Related Financial Disclosures continued

Scope 3 category 15 transition plan milestones, assumptions and dependencies
The key actions that will be required over the remainder of the next decade to achieve our near-term Scope 3 category 15
ambition by 2030 are summarised below.

Control: ®=Low © =Medium ®=High ®=Complete Confidence: #=Low < =Medium @ =High

2023 2024-2025

Reduced emissions 0.1% and Implementation of the Government'’s Future

increased proportion of G M Homes Standard.

mortgaged properties with Government reform of the EPC process and
G M methodology.

an EPC C or better to 52.8%
2021 Development of our green product range 2030
Base year Q and partnerships. Member engagement Target year

and education.
I 0
[

l |
2022

Measured and G
baselined our

2024-2030
300,000 net-zero ready new homes built every year in the UK from
0 2025 to 2030.
Scope 3 emissions. Al BTL properties in the UK reach an EPC rating of A-C by 2028
0 (where practical / feasible).
60% of owner-occupied homes in the UK reach an EPC rating of A-C
M by 2030. 20k properties complete green retrofit financed by LBS.
Heat pumps replace gas central heating in 2.7 million UK
M homes by 2030.
M

UK electricity National Grid decarbonises 80% between 2024 and 2030.
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Section 4.2 - climate risk metrics

Physical risk
As at 30 June 2023, the Society’'s UK mortgage portfolio? demonstrated a low current and future risk posture for flooding,
ground hazards and coastal erosion, under a range of stress scenarios.

Summary of physical risk metrics as at 30 June 2023

Present day Low emissions scenario (2050s) | High emissions scenario (2090s)
Properties | Exposure | % of book | Properties | Exposure | % of book | Properties | Exposure | % of book
(EM) (EM) (EM)
Flood risk
Negligible 149,385 16,622.9 81.2% 149,717 16,660.8 84.2% 149,411 16,626.5 84.1%
Very Low 14,047 1,548.6 7.6% 12,833 1,435.2 7.2% 11,572 1,301.6 6.5%
3,478 403.6 1.9% 3,884 435.3 2.2% 3,994 435.3 2.2%
Moderate 2,971 325.5 1.6% 3,451 371.6 1.9% 3,818 410.2 2.1%
High 4,940 545.0 2.7% 4,775 528.4 2.7% 5,083 559.9 2.9%
2,908 291.4 1.6% 3,069 305.8 1.7% 3,851 384.9 2.2%
Unmatched 6,210 780.5 3.4% 6,210 780.5 3.4% 6,210 780.5 3.4%
Coastal erosion
Negligible 171,521 19,306.8 93.2% 171,502 19,303.4 93.2% 171,435 19,295.7 93.2%
7 1.1 0.0% 5 0.8 0.0% 3 0.4 0.0%
Moderate 11 1.0 0.0% 22 3.2 0.0% 38 4.4 0.0%
5 1.1 0.0% 15 2.6 0.0% 68 9.5 0.0%
Unmatched 12,395 1,207.6 6.7% 12,395 1,207.6 6.7% 12,395 1,207.6 6.7%
Subsidence risk
Negligible 90,764 10,233.2 49.3% 89,927 10,130.6 49.3% 87,637 8,691.6 43.0%
Very Low 41,994 4,693.4 22.8% 38,359 4,222.9 20.9% 39,997 5,526.6 26.2%
34,630 3,014.9 16.4% 34,630 3,579.5 18.8% 35,161 3,552.3 18.7%
Moderate 8,534 1,363.7 4.6% 8,584 1,370.8 4.7% 8,695 1,526.4 5.3%
High 16 2.2 0.0% 16 2.2 0.0% 16 2.2 0.0%
18 2.5 0.0% 28 4.1 0.0% 38 11.0 0.0%
Unmatched 12,395 1,207.6 6.7% 12,395 1,207.6 6.7% 12,395 1,207.6 6.7%

Notes:

1. Unmatched refers to properties where we have been unable to source physical risk data.

2. Lowemissions scenario equates to a 1.8°cincrease in global temperatures by 2050s. High emissions scenario equates to
a 3.3°cincrease in temperatures by 2090s.

12 Excludes de minimis legacy Commercial, Gibraltar and Spanish lending portfolios, which are closed books in run-off and have therefore been excluded from the analysis.
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Climate-Related Financial Disclosures continued

Transition risk metrics

The Society currently uses EPC data as the primary way of assessing the potential impact of transition risk. An EPC shows
how energy efficient a property is based on a traffic light rating from A to G (with A being the most efficient and G the least).
Ratings show the estimated energy cost (heating and lighting) and associated carbon emissions for the property. Current and
potential ratings (after considering available energy efficiency improvements) are provided on the EPC report.

82

EPC ratings for our UK mortgage portfolio are monitored to provide an overall view of the energy efficiency (and potential
emissions) of our mortgaged properties and transition risk impacts from potential future changes to Government policy.
The table below presents the current and potential EPC profile of our UK residential mortgage portfolio as at 30 June 2023.

Summary of EPC ratings for our mortgage portfolio as at 30 June 2023

Current EPC rating Potential EPC rating
Total Owner- Total Owner-
EPCrating mortgage . Buy tolet mortgage . Buy tolet
book occupied book occupied
0.5% 0.6% 0.1% 21.6% 30.0% 4.3%
29.8% 41.1% 6.7% 54.8% 51.3% 62.0%
25.1% 19.7% 36.1% 21.8% 17.1% 31.3%
33.0% 27.8% 43.7% 1.6% 1.3% 2.3%
9.9% 8.8% 12.4% 0.2% 0.2% 0.2%
1.4% 1.7% 0.9% 0.0% 0.0% 0.0%
0.3% 0.4% 0.2% 0.0% 0.0% 0.0%
Average © C D B B B

Overall, 60% of the Society's total UK mortgage portfolio was matched with a valid EPC* (2022: 57%). Of those properties,
52.8% had a current EPC rating of A to C (2022: 52.3%). The average rating for the total portfolio with a valid and matched EPC
was C (compared to a UK average of D*%). Based on potential EPC ratings, 98% could reach C or better and the average for the
total portfolio would increase to B.

Other climate-related metrics
The Society has a suite of internal key risk indicators (KRIs) to support the monitoring of climate risks, as outlined in Section
3.2. These KRIs will continue to be refined and built out over time, as more data becomes available and new risks emerge.

Refer to the Purpose Impact Report published on our website for details of additional climate and environmental related
metrics, such as waste management.

13 Only properties that are newly built, sold, leased or rented out are required to have an EPC under current UK regulations. An EPC is only valid for 10 years therefore we have
excluded any EPCs older than this from the analysis.
14 Source: data provided by Hometrack.
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Non-Financial and Sustainability

Information Statement
Year ended 31 December 2023

We have complied with the requirements of s414CB of the Companies Act 2006 by including certain non financial information
within the Strategic Report. The required information can be found as follows:

« Our business model is described on page 10 and key indicators of performance are on pages 19 to 21.

« Our approach to managing our impact on the environment and to managing the risks arising from climate change
is explained on pages 48 to 82. Further details of some of the actions already undertaken as part of our responsible
business strategy are set out in our Purpose Impact Report.

Our Colleague Policy is designed to ensure the fair, transparent and consistent treatment of colleagues in accordance
with legislative and regulatory requirements. Further information on our strategy in relation to colleagues is detailed on
pages 15 to 18.

» We have a zero tolerance approach to bribery and corruption, upholding ethical behaviours in our business activities at all
times. The Prevention of Financial Crime Policy sets out the requirements of colleagues in this respect and all colleagues
undertake regular mandatory training.

Additionally, our Third Party Management Policy ensures that we only enter into third party arrangements with suppliers
that have the policies and procedures in place to comply with all applicable anti-bribery and corruption laws, including the
Bribery Act 2010 and the Modern Slavery Act.

Line managers throughout the business are responsible for ensuring colleagues in their teams comply with these policies.
Attestation of compliance is provided by first line management annually. Periodic independent reviews of compliance are
undertaken by the Risk function (second line) and Internal Audit (third line), using a risk-based approach.

Approval of the Strategic Report
This Strategic Report (on pages 3 to 83) has been approved by the board of directors and is signed on behalf of the board.

Andrew Conroy
Chief Financial Officer

22 February 2024
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Approach to Risk Management

Year ended 31 December 2023

Approach to risk management

The Enterprise Risk Management Framework (ERMF) integrates various risk management processes to consistently support
the development and implementation of our strategy. The framework sets out a structured approach to identify, assess,
control and monitor risks. The ERMF is periodically reviewed by the Board Risk Committee (BRC), on behalf of the board. The
Chief Risk Officer (CRO) has responsibility for its implementation.

is integral to the way we manage our -
The ERMF business... by enabling us to...

« ldentify and understand

) ] the key risks, which could
Risk governance and culture S°C|ety Strategy impact the delivery of our

strategy and corporate
objectives.

« Increase the range of
strategic opportunities
through consideration of

Risk appetite and stress . .
risks, creating value for our

testing

Risk appetite

members.
Sets appetite in the context of our principal risks « Provide assurance to the
to our strategy and corporate plan board that risks are being

identified and managed
effectively, in line with its

Risk assessment and .
expectations.

management

« Reduce performance
variability through

may affect performance and
taking action to minimise
potential disruption.

Manages and monitors business performance
against strategy, plan and appetite

Risk reporting

|~z
|
T

« Effectively allocate
resources based on robust
risk-based information.

The main components of the ERMF are outlined below:

Risk governance and culture

Risk governance means the processes followed to support risk-based decision making and oversight of risk across all our
operations, whereas risk culture relates to the behaviours and attitudes of colleagues in making these decisions.
Appropriate committee structures and our risk culture support the board in discharging its accountability for risk
oversight, with management responsible for day to day decision making and management of risk.

Committee structure

The board is our governing body, responsible for overseeing the implementation of our strategy and holding management to
account. To support the board in the delivery of its responsibilities, we operate four board sub-committees, each with distinct
mandates in their Terms of Reference (ToR).

BRC provides independent oversight of the effective management of risks, on behalf of the board, which is supported by five
Executive Risk Committees, each focusing on a particular risk discipline. These committees are decision making in nature and
operate within delegated mandates and limits provided by the board / BRC. Our committee structure as at the year end is set
out overleaf:
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Approach To Risk Management continued

Board

Chair: lain Cornish

» Safeguarding members’ interests.

» Ensures robust risk management
systems and internal controls are

in place.

Setting risk appetite.

Leading, developing and
implementing the Society's culture.

Remuneration Committee
Chair: Annette Barnes

« Ensures remuneration

Board Risk Committee
Chair: Neil Fuller

« Reviews the Society's risk

Audit Committee
Chair: Gareth Hoskin
» Monitors the integrity

Nominations Committee
Chair: lain Cornish

» Reviews the structure,

policies, principles and exposures and oversees of external financial size, diversity and
practices support the the ERMF. reporting. composition of the
long term interests of the . . . board.
Society. . R.eV|ews s’Frateglc . ReV|ev.vs the .
risk appetite and the effectiveness of systems « Oversees succession
Society's ICAAP, ILAAP of internal controls. planning and identifies
and RRP prior to board candidates to fill board
approval. ¢ gz vacancies.
effectiveness,
performance and
independence of the
Internal Audit function.
I I I I
Models and Rating Assets and Credit Committee Conduct and Operational
System Committee Liabilities Operational Risk Resilience
Committee Committee Committee
Chair: Chair: Chair: Chair:
Andrew Greenwood Andrew Conroy Andy Moody Parveen Kaur Rob Howse

» Supports BRCin
relation to model
risk matters and
maintenance of the
IRB Rating System.

« Supports BRCin
relation to balance
sheet risk matters.

Policies and delegated authorities
Mandates are provided by the board to management via the following routes to manage our day to day activities:

Delegation route

1. Corporate plan

Summary

 Supports BRCin » Supports BRCin
relation to lending
related matters.

overseeing the
implementation
of Consumer Duty
operational risk
matters.

« Supports BRC
inrelation to
operational
resilience matters.

The board approves a corporate plan annually, subsequent to the setting of risk appetite, which
provides the parameters within which management should operate.

2. Policy framework

We operate a tiered policy framework, through which mandates and limits are delegated to
management. Our policies are reviewed on an annual basis (or as appropriate), by relevant

committees.

3. Delegated Authorities Manual

The Delegated Authorities Manual is designed to facilitate the effective discharge of

responsibilities and continuity of operations within a sound system of financial, operational and
budgetary control. It is reviewed by the board annually.
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Three lines of defence model and the risk division

Our approach to risk management appropriately aligns to a three lines of defence model, which is standard practice within
the financial services sector. This ensures a clear delineation of responsibilities between control over day to day operations,
risk oversight and independent assurance activities. The key accountabilities under the three lines of defence model are
detailed below:

First line Second line Third line
(business lines) (risk division) (Internal Audit)
« Executing strategy. « Oversight of day to day activities of the first line. » Independent risk-based

assurance of the adequacy

and effectiveness of first and

» Adhering to appetite, policies « Coordination and oversight of the setting of risk appetite. second line risk management.
and standards.

« ldentifying and managing risks. « Maintenance of the ERMF.

« Policy co—ordination.
» Implementing and maintaining . L
regulatory compliance. « ldentifying emerging risks.
« ldentifying emerging risks. * Enterpriserisk reporting.

« Independent risk-based assurance plans.

Therisk division is independent from the operational business divisions and ensures we follow a consistent approach to
risk management. It is led by the CRO, who reports directly to the Deputy Chief Executive Officer (DCEO), with separate
independent engagement with the Chair of the BRC. The risk division comprises specialist teams, aligned to key risk
disciplines, which provide oversight and independent challenge of first line activities.

Risk culture

Risk culture is an essential element of effective risk management, underpinning how our ERMF is embedded across
the business and into decision making. In order to maintain an appropriate risk culture, the ERMF includes a risk culture
framework, designed around four components:

« Tone from the top and desired behaviours —the board and senior leadership team are expected to demonstrate our
behaviours to set the tone for all colleagues.

« Accountability —to support the delivery of our strategy and business objectives, individuals at all levels are held
accountable for risk management.

« Effective communication —an environment of open and transparent communication is encouraged around all business
processes and decision making.

« Incentives and performance management — appropriate incentive schemes and other HR frameworks are operated to
promote and align with the desired risk culture.

Risk appetite and stress testing

Risk appetite framework

A key element of the ERMF is the Strategic Risk Appetite (SRA) framework. This comprises qualitative statements and
quantitative metrics to set the parameters within which we should operate to deliver our strategy. Our SRA framework is
reinforced through policies and standards, to ensure consistency and alignment to the board defined parameters.

The board defines SRA across our eight principal risks and it is reviewed on an annual basis. Performance against appetite is
monitored continually and we have developed appropriate early warning indicators and escalation procedures to anticipate
and respond to risk profile changes. SRA metrics are used in corporate planning and stress testing to measure and validate our
long-term viability, under both plausible and severe scenarios.
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Approach To Risk Management continued

Stress testing
Stress testing is a risk management tool that we use to support an understanding of the vulnerabilities within our business
model. Our approach to stress testing is defined within a stress testing framework and supports:

« A sound understanding of internal and external influences on the Society and the principal risks.
« Assistance to the board in strategic business planning and the setting of SRA.
« Management of capital and liquidity resources against SRA and regulatory expectations.

We have developed an annual programme of stress testing activity, which informs the planning process and the calibration of
SRA. The key components of the programme are as follows:

Increasing ~ Activity Description
severity
Corporate and operational Sensitivity analysis and a suite of alternative scenarios are used to assess the corporate
resilience planning plan under arange of plausible stresses. Operational resilience stressing is an embedded

part of corporate planning.

Prudential risk assessments  ICAAP —an internal assessment of whether we have sufficient capital, given current risks,
as well as future risks from our strategy, under conditions as set out by the board / PRA.

ILAAP —an internal assessment of whether we have sufficient liquidity and stable funding
to withstand a range of severe liquidity stresses.

Climate change Scenario analysis is used to assess the potential financial and non financial impacts of
climate-related risks. Refer to pages 56 to 58 for further details.

Recovery plan Scenario analysis is used to inform the development of a suite of recovery actions
(primarily capital and liquidity) to be used under extreme stress and to set and validate
operational protocols.

Reverse stress testing An assessment of the stress scenarios under which we would potentially become
unviable. This examines potential weaknesses in our business model under extreme
events so that mitigating actions can be identified (where possible).

Risk assessment and management

We operate defined risk assessment and management processes to facilitate the consistent identification, analysis and
evaluation, treatment and monitoring of risks across the organisation. The framework can be applied to both strategic and
operational risk assessments and is set within the context of our business environment, strategy and objectives. A summary
of the four stages of this process is set out below:

» Risk identification — we operate board level and operational level risk identification processes to capture new or
emerging risks, which could impact corporate objectives and the delivery of our strategy.

» Risk analysis and evaluation —a range of methodologies are used to identify risks, to understand their severity and
likelihood to impact on the delivery of our strategy and to inform risk evaluation and treatment. Management then
evaluates and prioritises risks to inform decision making and to optimise the allocation of resources.

» Risk treatment — management selects and deploys appropriate risk responses, balancing the potential benefit
derived versus cost, effort and implications for key stakeholders. The principal mechanisms for risk treatment are
the deployment of suitable control actions, governance or assurance oversight, along with management information
monitoring to reduce the Society's residual risk profile to acceptable levels.

» Risk monitoring —we monitor risk assessment and management processes to proactively identify and adjust to changes
in risk profile and to understand the effectiveness of implementing risk treatment strategies.

Risk reporting

We operate an appropriate risk reporting hierarchy to provide the right information, to the right people, at the right time, to
inform and support timely decision making. Using a combination of strategic and business process reporting to understand
the current or potential risk profile of the business, which may impact the delivery of our strategy and corporate objectives.
These reporting processes are conducted at an appropriate frequency and are co-ordinated by the risk division.
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Principal Risks

Year ended 31 December 2023

1. Creditrisk

Definition
The risk that residential borrowers or wholesale counterparties fail to meet their current or future financial obligations.

Sources of credit risk

The Society's sources of credit risk arise from loans and advances to customers (retail credit risk) and through treasury
activities from the investment of liquidity and use of derivatives to manage market risks (wholesale credit risk). The table
below presents an overview of the Society's credit risk profile as at 31 December 2023:

Group 2023 Group 2023 Group 2022 Group 2022

£M % £M %

Cash in hand and balances with the Bank of England 2,830.0 10.1 2,958.1 11.5
Loans and advances to credit institutions 213.7 0.8 235.9 0.9
Investment securities 2,515.6 9.0 1,386.7 5.4
Derivative financial instruments 443.6 1.6 679.9 2.6
Loans and advances to customers 21,941.2 78.5 20,493.2 79.6
Total 27,944.1 100.0 25,753.8 100.0

The Society has non-material legacy commercial (2023: £6.0 million; 2022: £8.6 million) and Spanish residential mortgage
(2023: £45.3 million; 2022: £55.7 million) portfolios, which are closed portfolios in active run-off. On that basis, the following
sections focus primarily upon UK residential and wholesale credit exposures and practices.

1.1 Retail credit risk

Managing retail credit risk
The key mitigants in relation to retail credit risk are as follows:

« Aboard defined appetite is approved at least annually, supported by the Credit Risk policy, limit frameworks and
management reporting.

« Performance is continually reviewed against appetite and adherence with policy limits.

« The Society's underwriting processes use a range of tools including credit scoring models, affordability stress testing,
automated decisioning and suitably qualified underwriters in assessing mortgage applications. Underwriting processes
are kept under close review to ensure they reflect risks in the prevailing environment.

« Independent appraisal of collateral is completed, such as valuations.

« A dedicated mortgage support function engages with members at an early stage to discuss financial difficulties.
« Oversight of the Society's lending portfolios is provided by a dedicated second line credit risk team.

« Stress testing is completed to assess vulnerabilities within credit portfolios and informs pre-emptive actions.

« Benchmarking of credit controls and performance is regularly completed.

Monitoring retail credit risk

The Society operates various first line functions to monitor the retail credit profile on a continuous basis. This is overseen
by both the second and third lines of defence, through their monitoring and assurance activities. The Society’s monitoring
processes, including the use of early warning indicators and governance protocols, ensure timely escalation to senior
management if there is a deterioration in credit quality.

The Society monitors the appropriateness of its lending policy and appetite on a frequent basis, with a formal review of the
policy by the board at least annually. The performance of our retail exposures versus appetite and policy is reviewed by the
Credit Committee at each meeting and is also reported through to BRC.
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Principal Risks continued

Retail credit risk profile
The table below is a breakdown of the Society's retail credit portfolio as at 31 December 2023. The portfolio remains
diversified across a number of segments with no significant change in the mix compared to the prior year.

Group and Group and
Society 2023 Society 2022
£M £M

Residential mortgages
Mainstream owner-occupied 10,960.7 9,387.8
Buy tolet 5,454.6 5,827.7
Shared ownership 2,964.0 2,509.5
Other 2,457.1 2,647.3
Collateral loan which represents a pool of equity release mortgages 153.9 155.4
Total gross exposure (contractual amounts) 21,990.3 20,527.7
Impairment loss provisions (53.5) (48.0)
Fair value adjustments (0.3) 6.5
Total net exposure 21,936.5 20,486.2

Geographic concentration

The table below provides a breakdown of the geographic concentration of the Society’s retail credit portfolio as at
31 December 2023. The Society's mortgage portfolio remains well diversified, reflecting the national coverage of
our distribution channels.

Group and Group and

Society 2023 Society 2022

% %

South East 15.7 15.2
Midlands 15.0 14.7
Greater London 12.7 13.0
East of England 10.0 9.9
South West 9.9 10.0
North West 9.7 9.5
Yorkshire and Humberside 8.8 8.9
Scotland 7.8 8.1
North East 3.9 3.9
Wales 3.5 3.6
Northern Ireland 2.8 2.8
Spain 0.2 0.3
Other - 0.1
Total net exposure 100.0 100.0

Collateral

Retail mortgages are all fully secured on residential property. Collateral values are assessed at the point of origination and

in line with the Society's lending policy. The Society requires collateral to be valued by an appropriately qualified method,
independent of both the credit decisioning team and the customer, at the time of borrowing. This includes the selected use of
automated valuation models. These are developed on market data and usage is subject to accuracy and criteria thresholds.

One of the key indicators of the credit risk associated with a mortgage book is the relationship between the amount of the
loan and the value of the underlying security. In general, the lower the LTV the greater the equity within the property and the
lower the losses expected to be realised in the event of default and subsequent repossession.
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The Society's lending policy permits owner occupier applications with a maximum LTV of 95 per cent and buy to let
mortgages with a maximum LTV of 80 per cent, with scope to tighten these criteria if required. Higher LTV lending is
subject to enhanced underwriting criteria.

The indexed LTV analysis of the Society's retail mortgage portfolio as at 31 December 2023 is as follows:

Group and Group and Group and Group and

Society 2023 Society 2023 Society 2022 Society 2022

£M % £M %

Less than 10% 218.4 1.0 225.0 1.1
10% to 20% 1,016.6 4.7 1,042.9 5.1
20% to 30% 2,264.2 10.4 2,240.3 11.0
30% to 40% 3,379.9 15.5 3,498.4 17.2
40% to 50% 4,104.2 18.8 4,147.6 20.2
50% to 60% 3,460.4 15.8 3,395.8 16.7
60% to 70% 2,993.1 13.7 2,701.3 13.3
70% to 80% 2,138.8 9.8 1,705.6 8.4
80% to 90% 1,820.2 8.3 1,220.2 6.0
90% to 100% 437.7 2.0 191.5 0.9
More than 100% 2.9 = 3.7 0.1
Total 21,836.4 100.0 20,372.3 100.0

As at 31 December, the overall weighted average loan to value of the retail mortgage portfolio was 51.2% (2022: 48.8%).
The weighted average loan to value of new lending in 2023 was 62.3% (2022: 65.1%).

Retail credit performance

The following table sets out information about the credit quality of the Society's retail mortgages as at 31 December 2023*.
Classification into low, medium or high risk bandings is based on internal rating grades, which approximately translate into
the Internal Ratings Based (IRB) probabilities of default (PD) shown in the table. An explanation of the classification is detailed
below, with further information provided in note 1(e) of the accounts.

« Stage 1—assets are allocated to this stage on initial recognition and remain in this stage if there has not been a
significant increase in credit risk since initial recognition.

« Stage 2 —assets where it is determined that there has been a significant increase in credit risk since initial recognition,
but where there is no objective evidence of impairment.

« Stage 3 —assets where there is objective evidence of impairment, meaning they are considered to be in default or in the
cure period following default.

Underlying retail credit performance has seen some level of deterioration with a small increase in Stage 2 balances reflecting
the risk associated with increased cost of living pressures and the potential rate shock for borrowers reaching fixed term
maturity. Anincrease in Stage 3 balances is a result of anincrease in the level of customers falling into arrears. A post model
adjustment has been applied to increase the level of provisions held to reflect the increased risks associated with cost of living
pressures and rate shocks (see note 2(b) of the accounts).

Retail mortgages Stage 1 Stage 2 Stage 3 Total
Group and Society 2023 £EM £M £EM £M
Low IRB PD <2.02% 16,911.4 2,843.4 26.9 19,781.7
Medium IRBPD 22.02% and <25.97% 735.7 870.1 28.0 1,633.8
High IRBPD 225.97% 23.0 188.9 209.0 420.9
Total gross exposure 17,670.1 3,902.4 263.9 21,836.4
Impairment loss provision (4.8) (31.9) (16.5) (53.2)
Net exposure 17,665.3 3,870.5 247.4 21,783.2

1 Loans measured at amortised cost and loan commitments represent amounts committed.
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Principal Risks continued

Loan commitments Stage 1 Stage 2 Stage 3 Total
Group and Society 2023 £EM £M £EM £M
Low IRBPD <2.02% 1,244.1 - - 1,244.1
Medium IRBPD 22.02% and <25.97% 20.4 - - 20.4
High IRBPD 225.97% 4.4 - - 4.4
Total gross exposure 1,268.9 - - 1,268.9
Impairment loss provision (0.3) - - (0.3)
Net exposure 1,268.6 - - 1,268.6
Retail mortgages Stage 1 Stage 2 Stage 3 Total
Group and Society 2022 &M £M &M £M
Low IRBPD <2.02% 16,154.5 2,270.5 25.9 18,450.9
Medium IRBPD 22.02% and <25.97% 800.1 689.9 25.3 1,515.3
High IRBPD 225.97% 10.7 225.1 170.3 406.1
Total gross exposure 16,965.3 3,185.5 221.5 20,372.3
Impairment loss provision (5.1) (31.6) (11.1) (47.8)
Net exposure 16,960.2 3,153.9 210.4 20,324.5
Loan commitments Stage 1 Stage 2 Stage 3 Total
Group and Society 2022 &M &M &M £M
Low IRBPD <2.02% 1,010.6 - - 1,010.6
Medium IRBPD 22.02% and <25.97% 37.5 - - 37.5
High IRBPD 225.97% 3.6 - - 3.6
Total gross exposure 1,051.7 - - 1,051.7
Impairment loss provision (0.2) - - (0.2)
Net exposure 1,051.5 - - 1,051.5

The table below provides further information on the Society's retail mortgages by payment status as at 31 December 20232,
Overall, past due balances as a percentage of the portfolio have remained broadly stable, with modest increases in the level of
balances in arrears evidenced as a result of continued cost of living challenges.
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Group and Group and Group and Group and

Society 2023 Society 2023 Society 2022 Society 2022

£M % £M %

Not past due 21,530.9 98.7 20,122.8 98.8
Past due up to 3 months 172.5 0.8 136.3 0.7
Past due 3 to 6 months 50.4 0.2 41.0 0.2
Past due 6 to 12 months 47.8 0.2 36.6 0.2
Past due over 12 months 25.3 0.1 29.8 0.1
Possessions 9.5 = 5.8 -
Total gross exposure 21,836.4 100.0 20,372.3 100.0

The table includes £9.5 million (2022: £6.6 million) of loans and advances secured on residential property in Spain that are past
due. As at 31 December 2023 £0.8 million Spanish properties were in possession (2022: £0.0 million).

Forbearance

The Society continues to invest in developing and enhancing its arrears management strategies to minimise credit risk losses,
while ensuring that customers are treated fairly. The Society has a wide range of forbearance options, which can be offered

to customers in financial distress. Forbearance is intended to support both the customer and the Society and the primary

aim of forbearance is to enable a complete recovery of the mortgage through the full repayment of arrears (on sustainable
terms) and to minimise the risk of the customer losing their property. Forbearance typically consists of modifications to
previous conditions of a contract or a total or partial refinancing of debt, either of which would not have been required had the

customer not been experiencing financial difficulties.

2 Excludesimpairment loss provisions.
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The table below provides further information on loans existing at 31 December 2023, which have had their terms

renegotiated in the last 24 months, regardless of whether the renegotiation is still in place or whether the loan has reverted to

its original terms.

The level of loans that are reported as in forbearance has seen an overallincrease reflecting an increase in arrears balances
in 2023. Increases in forbearance balances have largely been seen within ‘Other payment arrangements’ predominantly

through appropriate rate reduction products where customers are experiencing hardship, as the Society continues to support

customers through financial difficulties.

Transfer to Other payment
Capitalisation interest only Term extension arrangements Total forbearance
Group and Society 2023 £M £M £M £M £M
Not past due 6.3 11.4 26.8 18.1 62.6
Past due up to 3 months 4.2 4.3 3.5 6.7 18.7
Past due over 3 months 6.3 3.5 3.6 22.7 36.1
Total forbearance 16.8 19.2 33.9 47.5 117.4
Capitalisation Transfer to Term extension Other payment Total forbearance
£M interest only £M arrangements £M

Group and Society 2022 £M £M
Not past due 8.4 10.3 22.7 15.1 56.5
Past due up to 3 months 4.4 3.5 4.1 3.8 15.8
Past due over 3 months 8.4 4.1 3.6 10.9 27.0
Total forbearance 21.2 17.9 30.4 29.8 99.3

Retail credit risk outlook

Uncertain macroeconomic conditions and affordability challenges are expected to result in a heightened credit risk profile,
due to an increasing number of borrowers in financial difficulty. Increases in arrears are currently well within previous

forecasts.

Management will continue to closely monitor the performance of the Society's lending portfolios and the appropriateness of

credit appetite and policies versus prevailing conditions.

1.2 Wholesale credit risk

Overall, the Society has a low appetite for wholesale credit risk, with exposures restricted to high quality counterparties with a
low risk of failure.

Managing wholesale credit risk
The key mitigants in relation to wholesale credit risk are as follows:

« Aboard defined appetite is approved, supported by the Wholesale Credit Policy, limit frameworks and management
reporting.

Review of performance versus appetite conducted at least monthly and more frequently during times of stress.

« All counterparty credit lines are reviewed at least annually, based on internal analysis, credit default swap spreads,
geographic location, ESG posture and other market intelligence.

« The portfolio is monitored continuously by a dedicated first line team, with oversight provided by the risk division.

« Daily exchange of collateral and other netting arrangements for derivative exposures.

Monitoring wholesale credit risk

A dedicated first line function monitors the wholesale credit profile of the Society on a daily basis. This is overseen by both the
second and third lines of defence through their monitoring and assurance activities. The Society's monitoring processes and
governance protocols ensure timely escalation to senior management if there is a perceived deterioration in credit quality of a
counterparty.

Each wholesale credit line is formally reviewed at least annually, with outputs overseen by ALCO. The performance of the
wholesale credit portfolio versus appetite and policy is reviewed by ALCO at each meeting and also reported through to BRC.
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Principal Risks continued

Wholesale credit risk profile
Credit ratings

The Society's liquidity portfolio is comprised of cash reserves at the Bank of England, loans and advances to credit institutions
and debt securities. An assessment of the wholesale credit profile of the liquidity portfolio, based upon external credit
ratings?, is outlined in the table below. As at 31 December 2023, circa 100% of the portfolio was rated as A- or above

(2022: 100%).

Aaa Aal-Aa3 A1-A3 Unrated Total
Group 2023 £M £M £M £M £M
Cash in hand and balances with the Bank of England - 2,830.0 - - 2,830.0
Loans and advances to credit institutions - 77.8 135.9 - 213.7
Investment securities
UK Government securities = 965.3 = - 965.3
Government agency debt 82.0 - - - 82.0
Supranational bonds 180.6 - - - 180.6
Covered bonds 749.4 - - - 749.4
Residential mortgage backed securities 362.9 - - - 362.9
Certificates of deposit = 24.9 150.5 = 175.4
Total liquid assets 1,374.9 3,898.0 286.4 - 5,559.3
24.7% 70.1% 5.2% - 100.0%
Aaa Aal-Aa3 A1-A3 Unrated Total
Group 2022 £M £M £M £M £M
Cash in hand and balances with the Bank of England - 2,958.1 - - 2,958.1
Loans and advances to credit institutions - 70.7 165.2 - 235.9
Investment securities
UK Government securities - 396.7 - - 396.7
Government agency debt 133.0 - - - 133.0
Supranational bonds 125.9 - - - 125.9
Covered bonds 461.4 - - . 461.4
Residential mortgage backed securities 144.3 - - - 144.3
Certificates of deposit - 25.0 100.4 - 125.4
Total liquid assets 864.6 3,450.5 265.6 - 4,580.7
18.9% 75.3% 5.8% - 100.0%

Geographic concentration
The Society’s liquidity portfolio continues to be invested predominately within the UK. The geographical domicile of the
portfolio is outlined below:

Group 2023 Group 2023 Group 2022 Group 2022

£M % £M %

United Kingdom 5,020.9 90.4 4,221.2 92.3
Canada 161.7 2.9 79.1 1.7
Australia 99.3 1.9 25.0 0.5
Germany 47.1 0.8 104.4 2.3
Finland 24.9 0.4 - -
Netherlands 24.8 0.4 25.0 0.5
United States 19.1 0.3 - -
Global Supranational 131.8 2.4 90.4 2.0
European Supranational - - 6.8 0.1
Asian Supranational 29.7 0.5 28.8 0.6
Total liquid assets 5,559.3 100.0 4,580.7 100.0

3 Thelower of either Fitch or Moody's.
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Wholesale credit impairments

The Society's accounting policy for the calculation of impairment on liquid assets is detailed in note 1(e). All liquid assets were
classified as at Stage 1 throughout the reporting period, and as such, no impairment loss provision is considered necessary
for these assets.

Collateral
The nature of a financial instrument determines the level of collateral required. Loans and debt securities are generally
unsecured except for asset backed securities, which are secured by a collection of financial assets.

The Society centrally clears all eligible derivatives classes through indirect membership with a central counterparty clearing
house (CCP). Cleared derivative instruments will only be transacted with counterparties with which a Cleared Derivative
Execution Agreement (CDEA) or Accession Agreement (AA) have been put in place. Derivatives that cannot be cleared

via a CCP are managed bilaterally under the terms of industry-standard International Swaps and Derivatives Association
(ISDA) Master Agreements and Credit Support Annexes (CSA). Under these arrangements, collateral is exchanged between
the counterparties of the transaction to mitigate some of the counterparty credit risk inherent in outstanding derivative
positions.

The table below shows the net exposure after reflecting the impact of netting arrangements and collateral:

Gross Master netting Cash Net
amounts* agreements collateral amount
Group 2023 £M £M £M £M
Financial assets
Derivative financial instruments 443.6 (200.7) (267.7) (24.8)
Financial liabilities
Derivative financial instruments 233.0 (200.7) (32.7) (0.4)
Gross Master netting Cash Net
amounts* agreements collateral amount
Society 2023 £M £M £M £M
Financial assets
Derivative financial instruments 443.6 (200.7) (267.7) (24.8)
Financial liabilities
Derivative financial instruments 232.8 (200.7) (15.9) 16.2
Gross Master netting Cash Net
amounts* agreements collateral amount
Group 2022 £M £M £M £M
Financial assets
Derivative financial instruments 679.9 (199.8) (493.6) (13.5)
Financial liabilities
Derivative financial instruments 251.9 (199.8) (26.9) 25.2
Gross Master netting Cash Net
amounts* agreements collateral amount
Society 2022 £M £M £M £M
Financial assets
Derivative financial instruments 679.5 (199.8) (493.6) (13.9)
Financial liabilities
Derivative financial instruments 237.2 (199.8) (26.9) 10.5

The Society also enters into repurchase agreements (repos) with counterparties with whom the Society has both a Global
Master Repurchase Agreement (GMRA) and an active credit line in place. The credit risk that arises from such transactions is
managed under the terms of the GMRA, through the monitoring and appropriate transfer of collateral.

4 Asreportedin the Statement of Financial Position on page 191.
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Principal Risks continued

Wholesale credit risk outlook
Due to the ongoing macroeconomic uncertainties and geopolitical risks, the Society will continue to monitor the performance
of the wholesale portfolio closely and maintain an appropriate investment strategy and wholesale credit risk profile.

2. Funding and liquidity risk

Definition
The Society defines its funding and liquidity risks as follows:

« Fundingrisk is the inability to generate sufficient stable funding, or only do so at excessive cost.

« Liquidity risk is the risk that the Society is unable to meet its financial obligations as they fall due.

Sources of funding and liquidity risk

The Society raises funding through two sources: retail savings deposits from our members and investments from wholesale
counterparties. Funding risk primarily arises from a failure to deliver an appropriately diversified funding strategy. This could
result in aloss of customer or investor confidence and inhibit the ability of the Society to refinance or raise new funding, or
only at an excessive cost.

The Society's main source of liquidity risk relates to the ability of members to withdraw retail deposits at little or no notice.
All potential sources of liquidity risk are assessed under severe but plausible stress scenarios as part of the annual ILAAP
process, with outputs used to inform our liquidity risk appetite and determine a minimum level of on balance sheet liquidity.

Managing funding and liquidity risk
The key mitigants in relation to funding and liquidity risk are as follows:

« Aboard defined appetite is approved, supported by the Funding and Liquidity Policy, limit frameworks and
management reporting.

« The Society's liquidity position is monitored on a daily basis by a dedicated first line team, with oversight provided
by the risk division.

« AnILAAP assessment is conducted at least annually, to determine the level of liquidity resources required under
stressed conditions.

« Aportfolio of high quality liquid assets is maintained and regularly tested.
« Access to central bank funding is maintained and regularly tested, through prepositioned collateral.
« Performance versus appetite is reviewed at least weekly and more frequently during times of stress.

« Stress testing and sensitivity analysis is conducted frequently to understand the impact of severe, but plausible
scenarios and to inform pre-emptive actions.

« Arecovery plan, including a trigger and alert framework, is maintained to identify the emergence of a stress and actions
to respond accordingly.

Monitoring funding and liquidity risk

Our treasury function is responsible for monitoring potential liquidity or funding risks and performance against appetite /
limits on a daily basis. Oversight and assurance of liquidity and funding risks is achieved through the three lines of defence
model.

ALCO is the Society's primary committee for overseeing the management of potential liquidity or funding risks. Performance
versus appetite is also reported through to BRC.

2023 liquidity position
The Society maintained a strong liquidity position throughout 2023. As at 31 December 2023, the Society's Liquidity
Coverage Ratio was 227% (2022: 230%), which was considerably above minimum regulatory requirements (100%).

Risk Management
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The table below provides an overview of the Society's liquidity portfolio. Our Liquidity Strategy and limit structure ensures
that the liquidity portfolio remains appropriately diversified across various instruments and durations. As at 31 December
2023, the Society's liquidity portfolio mainly consisted of cash held at the Bank of England and other high quality assets.
Levels of on balance sheet liquidity have increased during the year, providing protection and flexibility in light of the uncertain
economic environment. The Society also continues to retain significant levels of off-balance sheet liquidity capacity.

Group and Group and

Society 2023 Society 2022

£M £M

Cashin hand and balances with the Bank of England 2,830.0 2,958.1
UK Government securities 965.3 396.7
Other qualifying securities 1,157.7 712.2
High quality liquid assets 4,953.0 4,067.0
Other on balance sheet securities 606.2 513.7
Total 5,559.2 4,580.7

2023 funding risk position
As a mutual organisation the Society is predominately funded through retail funding which was 81.4% of the Society’s SDLs
(shares, deposits and liabilities).

The Society also raises funding via capital markets, through a well-established wholesale franchise, and through access
to central bank funding facilities. Our funding strategy and limit structure ensure that the wholesale portfolio remains
appropriately diversified across various instruments, currencies, duration and investor types.

The tables below detail the sources of the Society’s wholesale funding and their currency. As at 31 December 2023, total
wholesale funding stood at £4.7 billion (2022: £5.2 billion), representing 18.6% of total funding. During the year, the Society
issued a £350 million securitisation to support our overall funding plan. We also started to repay drawings from the BoE's Term
Funding Scheme with additional incentives for SMEs (TFSME).

Group 2023 Group 2023 Group 2022 Group 2022
£M % £M %
Deposits from banks 24.3 1% 28.4 1%
Amounts drawn under TFSME 1,845.0 39% 2,240.0 43%
Other deposits and amounts owed to other customers 169.9 4% 229.7 4%
Debt securities inissue:
Certificates of deposit - - 5.0 0%
Senior unsecured debts 315.9 7% 299.1 6%
Covered bonds 2,037.3 42% 2,296.5 44%
Residential mortgage backed securities 355.4 7% 110.4 2%
Total 4,785.1 100% 5,209.1 100%

As at 31 December 2023, 91% of the Society wholesale funding portfolio was denominated in sterling. All euro denominated
issuances are converted to sterling using cross currency swaps.

Group Group Group

Sterling Euro Total

£M £M £M

Deposits from banks 24.3 - 24.3

Amounts drawn under TFSME 1,845.0 - 1,845.0

Other deposits and amounts owed to other customers 169.9 - 169.9
Debt securities inissue:

Certificates of deposit - - -

Senior unsecured debts 315.9 = 315.9

Covered bonds 1,610.6 426.7 2,037.3

Residential mortgage backed securities 355.4 - 355.4

Total as at 31 December 2023 4,321.1 426.7 4,747.8

Total as at 31 December 2022 4,785.1 424.0 5,209.1
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Principal Risks continued

The expected maturity profile of the Society's wholesale funding portfolio is outlined below, based on the earlier of the first
call date or the contractual maturity date. The maturity profile of the portfolio is now concentrated between one and two
years, reflective of the Society's outstanding TFSME drawings.

Group 2023 Group 2023 Group 2022 Group 2022

£M % £M %

Less than one year 1,009.5 21.3% 507.7 9.8%
One to two years 2,062.1 43.4% 1,272.4 24.4%
Two to five years 1,676.2 35.3% 3,429.0 65.8%
More than five years - - - -
Total 4,747.8 100.0% 5,209.1 100.0%

The stability of the Society’s overall funding position is assessed through its Net Stable