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SUMMARY

This Solvency and Financial Condition Report (SFCR) has been prepared as at the reporting date of

31 December 2022 for the reporting period 1 January 2022 to 31 December 2022. This SFCR relates to
Wesleyan Assurance Society (the Society) which is a participating insurance undertaking (the ultimate
parent) to which supervision applies.

The following paragraphs provide a summary of each Section of this report.
Business and Performance

The Society operates in the United Kingdom only.
The material lines of business written by the Society are:
Life ordinary regular
Life ordinary single
Pension regular
Pension single
Health regular
With Profits ISA regular
With Profits ISA single

The principal activities of the Society are the provision of financial advice to doctors, dentists and teachers
and the transaction of long-term insurance business in the UK. The Society administers both reviewable and
guaranteed business contracts, and also unit-linked, conventional and income protection insurance. The
Society’s With profits fund is now offered beyond the Society’s core segments via a third-party investment
platform.

Complementary to these activities, the Group provides a number of other financial services, through wholly
owned subsidiary undertakings, including unit trust management, mortgage broking, acting as a general
insurance broker and providing dental patient membership plans. With-profits policyholders share in the
profits and losses of these subsidiary companies. Wesleyan Bank was sold on 28 February 2022 and is no
longer part of the group. Retail and commercial lending is therefore no longer offered.

Underwriting income and expenses over the reporting period

Premium income increased in the year largely due to the first full year of distribution of the With-profit fund
via a third party platform.

Claims remained in line with prior year, resulting in an overall increase in the net inflows into the Society’s
funds.

Society expenses also remained in line with prior year following continued investment in transformation and
growth activity including new technology, digital capability, and infrastructure.

Investment performance over the period
Economic and political volatility in 2022 led to negative returns across all funds.

The With Profits fund ended the year with an investment return of negative 4.7% (2021: positive 12.7%). The
Estate, which is more heavily allocated to fixed income securities, saw a return of negative 12.6% (2021:
positive 4.1%). Despite this, both funds outperformed their respective benchmarks.

Further information on Business and Performance is provided in Section A of the report.
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System of Governance

The Society has a Governance Strategy in place which sets out the principles by which the Society Board
and senior management oversee the Society’s business and the means by which members of the Board and
senior management are held accountable and responsible for their actions.

Risk Profile

There have been no material changes to the Society’s risk profile.

The Society’s risk profile is consistent with its risk appetite. Market risk is the most significant risk for the
Society. The Society utilises a selection of different risk mitigation techniques to help it manage its risk
exposure including the use of derivatives, reinsurance arrangements and holding collateral. Sensitivity and
scenario analysis is used to help the Society to better understand and manage its risk profile and mitigation
actions.

Further information on the Risk Profile is provided in Section C of the report.
Valuation for Solvency Purposes

As at the reporting date, the value of assets as reported in the Society’s Solvency Il balance sheet were
£6,497m, £119m less (2021: £91m less) than that reported in the Society’s statutory accounts for financial
reporting purposes. This was mainly attributable to the differing valuation methodology applied for subsidiary
values and intangible assets. The Society’s statutory accounts recognise intangible assets and subsidiary
undertakings at their fair values, whereas for Solvency Il purposes, they were recognised at their net asset
values and intangible assets were valued at nil.

The total liabilities at the reporting date as reported in the Society’s Solvency Il balance sheet were
£6,000m, £129m less (2021: £177m less) on the Solvency Il balance sheet than reported in the Society’s
statutory accounts for financial reporting purposes. The main differences in the valuation of total liabilities on
a Solvency Il basis and financial reporting basis were as follows:

The MSS Fund technical provisions on the statutory reporting basis were set equal to the assets of the
MSS Fund, to recognise that all of these assets would be distributed to current policyholders, whereas
under Pillar 1 of Solvency Il, amounts set aside but not yet allocated to policyholders were not included
in the technical provisions.

Subsidiaries and intangible assets were treated on a Solvency Il basis as a deduction to assets for With
Profits Policyholder, reducing technical provisions. This is in recognition of the way these assets are
valued under Solvency I, which is discussed above. Under the financial reporting basis, no adjustment
was required as subsidiary undertakings and intangible assets were recognised at their fair values.

Further information on the Valuation for Solvency Purposes is provided in Section D of the report.
Capital Management

There have been no material changes to the Society’s capital management processes.

Society Eligible Own Funds at the reporting date amounted to £475m, a decrease of £90m over the
reporting period. This was primarily driven by negative investment returns in the Estate.

The Society’s Solvency Capital Requirement (SCR), which represents the capital required to cover a 1 in
200 year event, or a 99.5% probability of being solvent in 1 years’ time, decreased over the reporting period
by £58m, to £127m. This was driven by a decrease in equity risk from reduced exposure to equity assets in
the Estate.

As a result of the above, the Society’s capital coverage ratio, which is the ratio between eligible Own Funds
and the SCR, has increased from 306% to 373%. This capital coverage ratio illustrates the considerable
financial strength of the Society and that the Society is able to withstand extreme events.

Furthermore, 100% of the Society’s Own Funds are classed as Tier 1 capital, the category of the highest
quality. The quality of capital is important, as the higher the quality, the more likely it will be available in an
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extreme event. Therefore, the Society significantly exceeds the requirement that at least 50% of the SCR
must be covered by Tier 1 capital.

Further information on Capital Management is provided in Section E of the report.

Note: Due to rounding, numbers presented may not add up precisely to the totals provided and percentages
may not precisely reflect the absolute figures.




Directors’ Statement

DIRECTORS’ STATEMENT

We acknowledge our responsibility for preparing the SFCR in all material respects in accordance with the
PRA Rules and the Solvency Il Regulations.

We are satisfied that:

a) throughout the financial year in question, Wesleyan Assurance Society (“the Society”) has complied in all
material respects with the requirements of the PRA Rules and the Solvency Il Regulations as applicable to

the Society; and

b) it is reasonable to believe that the Society has continued so to comply subsequently and will continue so
to comply in future.

Nathan Moss Mario Mazzocchi Andrew Neden

Chair Group Chief Executive Chair of the Audit Committee

30 March 2023




Independent Auditor's Opinion

INDEPENDENT AUDITOR'’S OPINION

Report of the independent external auditor to the Directors of Wesleyan Assurance Society
(‘the Society’) pursuant to Rule 4.1(2) of the External Audit Part of the PRA Rulebook
applicable to Solvency Il firms

Report on the Audit of the relevant elements of the Solvency and Financial Condition
Report

Opinion

Except as stated below, we have audited the following documents prepared by the Society as at 31
December 2022:

e The “Valuation for solvency purposes’ and ‘Capital Management’ sections of the Solvency and
Financial Condition Report of the Society as at 315t December 2022, (‘the Narrative
Disclosures subject to audit’); and

e Society template S.02.01.02, S.12.01.02, S.23.01.01, S.25.01.21, S.28.01.01 (‘the
Templates subject to audit’).

The Narrative Disclosures subject to audit and the Templates subject to audit are collectively referred
to as the ‘relevant elements of the Solvency and Financial Condition Report’.

We are not required to audit, nor have we audited, and as a consequence do not express an opinion
on the Other Information which comprises:

e The ‘Business and performance’, ‘System of governance’ and ‘Risk profile’ elements of the
Solvency and Financial Condition Report;

e Society Template S.05.01.02 and

o the written acknowledgement by management of their responsibilities, including for the
preparation of the Solvency and Financial Condition Report (‘the Responsibility
Statement’).

To the extent the information subject to audit in the relevant elements of the Solvency and Financial
Condition Report includes amounts that are totals, sub-totals or calculations derived from the Other
Information, we have relied without verification on the Other Information.

In our opinion, the information subject to audit in the relevant elements of the Solvency and Financial
Condition Report of Wesleyan Assurance Society as at 315t December 2022 is prepared, in all
material respects, in accordance with the financial reporting provisions of the PRA Rules and
Solvency Il regulations on which they are based.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)),
including ‘ISA (UK) 800 (Revised) Special Considerations — Audits of Financial Statements Prepared
in Accordance with Special Purpose Frameworks’ and ‘ISA (UK) 805 (Revised) Special
Considerations - Audits of Single Financial Statements and Specific Elements, Accounts or Items of a
Financial Statement’. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the relevant elements of the Solvency and Financial Condition Report
section of our report. We are independent of the Society in accordance with the ethical requirements
that are relevant to our audit of the Solvency and Financial Condition Report in the UK, including the
FRC'’s Ethical Standard as applied to public interest entities, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.




Independent Auditor's Opinion

Conclusions relating to going concern

In auditing the relevant elements of the Solvency and Financial Condition Report, we have concluded
that the Director’s use of the going concern basis of accounting in the preparation of the Solvency and
Financial Condition Report is appropriate. Our evaluation of the Directors’ assessment of the
Society’s ability to continue to adopt the going concern basis of accounting included:

e confirmed our understanding of management’s going concern assessment process and
obtained management’s assessment which covers the period to 31 March 2024.

o with support from our actuarial specialists, reviewed and challenged management’s three-
year strategic and financial plan and management’s five-year Own Risk Solvency
Assessment Report (ORSA) projections, determining that the models are appropriate to
enable management to make an assessment on the going concern of the Society;

e assessed the accuracy of management’s analysis by testing the inputs and the clerical
accuracy of the models used;

e with support from our actuarial specialists, evaluated the liquidity and solvency position of the
Society by reviewing base case liquidity and solvency projections.

e obtained and reviewed the latest Board approved ORSA, with support from our actuarial
specialists, assessed whether the stress testing included in the ORSA was reasonable and
considered the solvency position under each stress scenario;

e evaluated management’s forecast analysis to understand how severe the downside scenarios
would have to be to result in the elimination of solvency headroom and concluded it to be
remote;

o assessed the plausibility of available management actions to mitigate the impact of the key
risks by comparing them to our understanding of the Society;

o performed enquiries of management and those charged with governance to identify risks or
events that may impact the Society’s ability to continue as a going concern. We also reviewed
management’s assessment approved by the Board, minutes of meetings of the Board and its
committees, and made enquiries as to the impact of economic uncertainty on the business;
and

e assessed the appropriateness of the going concern disclosures by comparing the consistency
with management’s assessment and for compliance with the relevant reporting requirements.

Based on the work we have performed, we have not identified any material uncertainties relating to
events or conditions that, individually or collectively, may cast significant doubt on the Society’s ability
to continue as a going concern for a period of 12 months from when the relevant elements of the
Solvency and Financial Condition Report are authorised for issue.

Our responsibilities and the responsibilities of the Directors with respect to going concern are
described in the relevant sections of this report. However, because not all future events or conditions
can be predicted, this statement is not a guarantee as to the Society’s ability to continue as a going
concern.

Emphasis of matter — basis of accounting and restriction on use

We draw attention to the ‘Valuation for solvency purposes’, ‘Capital Management’ and/or other
relevant disclosures sections of the Solvency and Financial Condition Report, which describe the
basis of accounting. The Solvency and Financial Condition Report is prepared in compliance with the
financial reporting provisions of the PRA Rules and Solvency Il regulations, and therefore in
accordance with a special purpose financial reporting framework.
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The Solvency and Financial Condition Report is required to be published, and intended users include
but are not limited to the Prudential Regulation Authority. As a result, the Solvency and Financial
Condition Report may not be suitable for another purpose.

This report is made solely to the Directors of the Society in accordance with Rule 2.1 of the External
Audit Part of the PRA Rulebook for Solvency Il firms. Our work has been undertaken so that we might
report to the Directors those matters that we have agreed to state to them in this report and for no
other purpose.

Our opinion is not modified in respect of these matters.
Other information

The Directors are responsible for the Other Information contained within the Solvency and Financial
Condition Report.

Our opinion on the relevant elements of the Solvency and Financial Condition Report does not cover
the Other Information and we do not express an audit opinion or any form of assurance conclusion
thereon.

Our responsibility is to read the Other Information and, in doing so, consider whether the Other
Information is materially inconsistent with the relevant elements of the Solvency and Financial
Condition Report or our knowledge obtained in the course of the audit, or otherwise appears to be
materially misstated. If we identify such material inconsistencies or apparent material misstatements,
we are required to determine whether this gives rise to a material misstatement in the relevant
elements of the Solvency and Financial Condition Report themselves. If, based on the work we have
performed, we conclude that there is a material misstatement of this Other Information, we are
required to report that fact. We have nothing to report in this regard.

Responsibilities of Directors for the Solvency and Financial Condition Report

The Directors are responsible for the preparation of the Solvency and Financial Condition Report in
accordance with the financial reporting provisions of the PRA rules and Solvency Il regulations.

The Directors are also responsible for such internal control as they determine is necessary to enable
the preparation of a Solvency and Financial Condition Report that is free from material misstatement,
whether due to fraud or error.

In preparing the Solvency and Financial Condition Report, the Directors are responsible for assessing
the Society’s ability to continue in operation, disclosing as applicable, matters related to its ability to
continue in operation and using the going concern basis of accounting unless the Directors either
intend to cease to operate the Society, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Society’s financial reporting
process.

Auditor’s responsibilities for the audit of the relevant elements of the Solvency and Financial
Condition Report

It is our responsibility to form an independent opinion as to whether the relevant elements of the
Solvency and Financial Condition Report are prepared, in all material respects, with the financial
reporting provisions of the PRA Rules and Solvency Il regulations on which they are based.

Our objectives are to obtain reasonable assurance about whether the relevant elements of the
Solvency and Financial Condition Report are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level
of assurance, but it is not a guarantee that an audit conducted in accordance with ISAs (UK) will
always detect a material misstatement when it exists.
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Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the decision making or the judgement of
the users taken on the basis of the Solvency and Financial Condition Report.

Explanation as to what extent the audit was considered capable of detecting irregularities,
including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect irregularities, including fraud. The
risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting one
resulting from error, as fraud may involve deliberate concealment by, for example, forgery or
intentional misrepresentations, or through collusion. The extent to which our procedures are capable
of detecting irregularities, including fraud is detailed below.

However, the primary responsibility for the prevention and detection of fraud rests with both those
charged with governance of the Society and management.

Our approach was as follows:

e We obtained a general understanding of the legal and regulatory frameworks that are
applicable to the Group and determined that the most significant are the direct laws and
regulations related to elements of company law and tax legislation, and the financial reporting
framework. Our considerations of other laws and regulations that may have a material effect
on the financial statements included permissions and supervisory requirements of the
Prudential Regulation Authority (‘PRA’) and the Financial Conduct Authority (‘FCA’).

e We understood how the Group complies with these legal and regulatory frameworks by making enquiries
of management, internal audit, and those responsible for legal and compliance matters. We also
reviewed correspondence between the Society and its subsidiaries and UK regulatory bodies;
reviewed minutes of the Board and Executive Risk Committee; and gained an understanding of
the Group’s approach to governance, demonstrated by the Board’s approval of the Group’s
governance framework and the Board’s review of the Group’s risk management framework
(‘RMF’) and internal control processes.

o We assessed the susceptibility of the Group and the Society’s financial statements to material
misstatement, including how fraud might occur, by considering the controls that the Society and
its subsidiaries have established to address risks identified by the entity, or that otherwise seek to
prevent, deter or detect fraud. We also considered areas of significant judgement,
performance targets, economic or external pressures and the impact these have on the
control environment. Where this risk was considered to be higher, we performed audit
procedures to address each identified fraud risk, including the procedures over the actuarial
assumptions noted above and testing manual journals, which were designed to provide
reasonable assurance that the financial statements were free from fraud or error.

e Based on this understanding we designed our audit procedures to identify non-compliance
with such laws and regulations. For direct laws and regulations, we considered the extent of
compliance with those laws and regulations as part of our procedures on the related financial
statement items. For both direct and other laws and regulations, our procedures involved:
making enquiry of those charged with governance and senior management for their
awareness of any non-compliance of laws or regulations, inquiring about the policies that
have been established to prevent non-compliance with laws and regulations by officers and
employees, inquiring about the Group’s methods of enforcing and monitoring compliance with
such policies, inspecting significant correspondence with the FCA and PRA.

e The Group operates in the insurance industry which is a highly regulated environment. As
such the Senior Statutory Auditor considered the experience and expertise of the engagement
team to ensure that the team had the appropriate competence and capabilities, which
included the use of specialists where appropriate.
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A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council's website at: https://www.frc.org.uk/auditorsresponsibilities. This
description forms part of our auditor’'s Report on the Solvency and Financial Condition Report.

Report on Other Legal and Regulatory Requirements

In accordance with Rule 4.1(3) of the External Audit Part of the PRA Rulebook for Solvency Il firms
we are required to consider whether the Other Information is materially inconsistent with our
knowledge obtained in the audit of Wesleyan Assurance Society's statutory financial statements. If,
based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

G # oy L1

Ernst & Young LLP
Birmingham
4 April 2023
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Appendix —relevant elements of the Solvency and Financial Condition Report that are not subject
to audit

The relevant elements of the Solvency and Financial Condition Report that are not subject to audit
comprise:

¢ Elements of the Narrative Disclosures subject to audit identified as ‘unaudited’.
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A BUSINESS AND PERFORMANCE

Al Business

A1.1 Name and legal form

Wesleyan Assurance Society (“the Society”) is a mutual society incorporated in England by Private Act of
Parliament (Registered No: ZC000145) and its Registered Office is Colmore Circus, Birmingham B4 6AR).

A1.2 Name and contact details of the supervisor

The Supervisory Authorities responsible for the financial supervision of the Society (comprising Wesleyan
Assurance Society and its subsidiary companies) is the Prudential Regulation Authority (PRA), 20
Moorgate, London EC2R 6DA and the Financial Conduct Authority 12 Endeavour Square, London E20
1JN.

A1.3 Name and contact details of the external auditor

The External Auditor for Wesleyan Assurance Society for the reporting period was Ernst & Young LLP,
Chartered Accountants and Statutory Auditors, No. 1 Colmore Square, Birmingham B4 6HQ

A1.4 Description of holders of qualifying holdings in the Society

As a mutual organisation, the Society has no shareholders but members who have the right to vote at
general meetings. Each member has a single vote.

A detailed definition of membership is provided in the Society Rules. In summary, each of the following will
be a member of the Society (in the case of an individual whether a minor or of full age) and will continue to
be a member of the Society as long as, he/she continues to meet one of the relevant membership criteria
below:

(@) Any person to whom a Qualifying Policy or Qualifying Product is issued.

(b) Any person who becomes the policyholder of any Qualifying Policy or an investor in a Qualifying
Product whether by assignment, transfer or other devolution of title.

(c) Any person who is an employee of the Society and makes additional voluntary contributions on or
after the first day of May 2006 for pension entitlements under the Wesleyan Assurance Society
Group AVC Policy.

Each of the following will not be a member of the Society (unless they also meet one of the criteria the rule
above and therefore will not be entitled to receive notice of, attend, or have any rights to vote at any annual
or other general meeting of the Society (nor, unless otherwise expressly provided for, have any other rights
or liabilities under the Rules):

(8) The trustees of the Wesleyan Assurance Society Group AVC Policy.

(b) The trustee of a Qualifying Policy or Qualifying Product, unless the terms and conditions of the
Qualifying Policy or Qualifying Product state otherwise. A policyholder of a Qualifying Policy or
investor in a Qualifying Product may appoint the trustee of a Qualifying Policy or Qualifying Product
as a proxy (enabling the trustee to exercise all or any of their rights to attend, speak and vote at a
meeting of the Society.

(c) Associate members.

(d) Non-Qualifying Policyholders.

11
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(e) Policyholders holding a with profits product sold through Novia or other intermediary.

If there is more than one policyholder in a Qualifying Policy or investor in a Qualifying Product each
policyholder or investor is a member. If a member of the Society is under 15 years of age the privileges and
responsibilities of membership will be vested in the first named parent or guardian on such member’s
Qualifying Policy or Qualifying Product until the reach 15 years of age.

The directors may at any time by a resolution of the Board direct that in respect of any Qualifying Policy or
Qualifying Product issued after the date of such resolution and/or in respect of any assignment, transfer or
other devolution of title of a Qualifying Policy or Qualifying Product after that date no such policyholder or
investor shall become a member until after a qualifying period not exceeding two years calculated from the
date of the issue of such Qualifying Policy Qualifying Product or the date of assignment, transfer or other
devolution of title as the case may be.

A “Qualifying Policy" means:

(@) any subsisting policy of insurance issued by the Society prior to the Qualifying Date in the ordinary
life insurance department;

(b) any subsisting policy of insurance issued by the Society prior to the Qualifying Date in any
department other than the ordinary life insurance department where the premiums payable are
increased on or after the Qualifying Date by an amount of £25 per month or more;

(c) any subsisting policy of insurance issued by the Society prior to the Qualifying Date in any
department other than the ordinary life insurance department where an additional single premium
(other than a single premium received from the Department of Social Security or any successor
department) results in additional benefits being allocated to such policy with an allocation date on
or after the Qualifying Date; or

(d) any policy of insurance issued by the Society on or after the Qualifying Date, other than a Non-
Qualifying Policy,

provided that any policy which has lapsed and is incapable of being revived by the policyholder and has no
value shall not be a Qualifying Policy.

A Qualifying Product means (unless the terms and conditions for the product expressly state that it is not a
“Qualifying Product” for the purpose of these Rules) an investment product operated by the Investment Firm.

Holders of Industrial Assurance policies are not members of the Society. Holders of policies which have
been transferred to the Society under Schedule 2C of the Insurance Companies Act 1982 are also not
members.

The Board has resolved to remove the two-year qualifying period previously included in the rules and
replaced it with a requirement that any proceeds from a change in mutual status be assigned to charity
within the first two years of membership.

Any policy issued by the Society to the Trustees in respect of annuity business effected within the Society
by the Trustees of an occupational pension scheme to secure all or part of the accrued rights of 100 or
more members of that scheme in a single transaction shall not confer any rights of membership in the
Society nor shall any policy issued subsequently by the Society to the individual members of that scheme
under that arrangement.

Members are not liable for any debts or sums of money due or to become due by the Society, apart from
policy premiums and/or as separately contracted

The directors may at any time confer upon any person, firm or company taking out a policy (other than a
Qualifying Policy) or purchasing other products of the Society the title of “associate member.
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A1.5

Group legal structure as of 31 December 2022

Wesleyan Assurance Society Legal Entities Chart

31 December 2022

Wesleyan Assurance Society

Medical Sickness

Financial
Planming Ltd

WWesleyan Staff
Pension Scheme
Trustees Lid
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Services Ltd
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Services Lid
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Trustees Lid
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Assistance Lid

DFAS Litd
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Group (Holdings)
Ltd

Practice Plan
Group Ltd

7

Practice Plan Lid

Practice Plan
(Malta) Ltd™
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Medenta Finance
Lid

Isoplan UK Lid
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Intemational Lid
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Services Ltd
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™ Incorporated In Malta
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A1.6 Organisational Accountability Structure

The Society’s accountability framework is set in line with its organisational, legal and internal control
structures. Organisational roles and responsibilities span the Group hierarchy which includes the Board, its
subsidiary companies and its sub-committees, Executive/senior management and business operations.
Each layer of accountability clarifies the respective roles of the Board and management and establishes the
relationships between them. The accountability structure and the responsibilities associated with each level
of the organisation are outlined in the figure below.

AN

Set Strategic Direction, Standards, Values and Behaviour;
Establish and monitor rigk appetite;

Approve and menitor rigk policies and operating model,
Moniter strategic performance;

Maintain awareness of business and regulatory reguirements;
Obtain govemance assurance; and,

Moniter effectiveness of risk mitigations.

Board

* Implement Strategic Plan;

+ Approve operational procedures;

» Take responsibility for developing, implementing and
maintaining the Risk Management Framework;

Group Executive + Provide risk management guidance;

+ Set and moniter risk performance targets;

» Report materal izks and mitigation strategies; and,

» Review and report on regulatory requirements and operating
model.

Infarmation Flow

* |mplement divizional and cperaticnal business plan;

» Implement operational procedures;

* Take responsibility for identifiving, assessing and managing
Area Directors risks;

Comply with risk management policies and procedures;
Report risks and mitigation strategies; and,

* Comply with requlatory requirements.

<

A1.7 Material lines of business and geographical areas

The Society operates in the United Kingdom only.
The material lines of business written by the Society are:
Life ordinary regular
Life ordinary single
Pension regular
Pension single
Health regular
With Profits ISA regular
With Profits ISA single

The principal activities of the Society remains the provision of financial advice to doctors, dentists and
teachers and the transaction of long-term insurance business in the UK. The Society administers both
reviewable and guaranteed business contracts, and also unit-linked, conventional and with profits income
protection insurance. With profits products are sold beyond the Society’s core segments via a third party
investment platform.

Complementary to these activities, the Group provides a number of other financial services, through wholly-
owned subsidiary undertakings, including unit trust management, mortgage broking, acting as a general
insurance broker and providing dental patient membership plans (including non-life cover for dental
emergency/trauma). With Profits Policyholders share in the profits and losses of these subsidiary
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companies. Wesleyan Bank, which provided retain banking, retail and commercial lending services left the
Group on 28 February 2022.

A1.8 Significant business or other events

The significant business or other events that have occurred over the reporting period that have had a
material impact on the Society are:

In February 2022, Russia invaded Ukraine which impacted global markets. This, together with post
Covid-19 inflationary pressures and government instability in the UK led to volatility in the
investment outlook.

On 28 February 2022, the Society completed the sale of Wesleyan Bank to Hampshire Trust Bank.
This resulted in an improvement to the Society’s Solvency Ratio as Wesleyan Bank was deducted in
full from eligible own funds (See Section E).

A1.9 Related undertakings and branches

The directly held subsidiary undertakings of the Society at 31 December 2022 are shown below. The Group
and all directly held subsidiary undertakings are incorporated and domiciled in England.

Company elell SV Principal Activities
Held

Wesleyan Trustees Limited 100% | To provide nominee services to the Trustee of the
Wesleyan Staff Pension Scheme.

Wesleyan Unit Trust Managers Limited 100% | To act as the operator of the Wesleyan range of unit
trusts.

Wesleyan Administration Services Limited 100% | To provide administrative services to members of the
Group.

Wesleyan Financial Services Limited 100% | To act as the distribution arm of the Group’s insurance

and investment activities.

Practice Plan Holdings Limited 100% | Through its trading companies Practice Plan Limited
and Practice Plan (Malta) Limited, Practice Plan
provides practice branded membership plans and
support services to the UK dentistry market.

Wesleyan SIPP Trustees Limited 100% | To act as bare trustee of the Wesleyan SIPP.
Wesleyan Staff Pension Trustees Limited 100% | To act as corporate trustee of Wesleyan Staff Pension
Scheme.
Medical Sickness Financial Planning 100% | Dormant company
Limited
Medical Sickness Annuity and Life 100% | Dormant company
Assurance Society Limited
Medical Sickness Limited 100% | Dormant company
Medical Sickness Society Limited 100% | Dormant company
Wesleyan Financial Investments Limited 100% | Dormant company
Table A1.9 -1

The indirectly held subsidiary undertakings of the Society at 31 December 2022 are shown below. These
entities are subsidiaries of Practice Plan Holdings Limited.

Percentage
Company Held | Principal Activities
Indirectly
Practice Plan Holdings 2007 Limited 100% | Intermediary holding company
Practice Plan Group (Holdings) 100%

Holding company

Limited
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Percentage
Company Held | Principal Activities
Indirectly
Practice Plan Group Limited 100% | Intermediary holding company
Practice Plan (Malta) Limited*(formerly 100% | Dormant company
Practice Plan Insurance Limited)
Practice Plan Limited 100% | To provide a direct debit collection and administration
service for dental practice patient membership schemes
Isoplan Limited 100% | Holding company
Medenta Finance Limited 100% | To provide credit broking services
Worldwide Assistance Limited 100% | To operate a Discretionary Scheme to assist dental plan

members in the event that they suffer a dental emergency
and/or trauma

Isoplan UK Limited 100% | Dormant company

Isoplan International Limited 100% | Dormant company

DPAS Limited 100% | To act on behalf of dental practices and patient customers to
provide and administer private dental plans

DPAS Investment and Consultancy 100% | To carry out consultancy and research activities

Services Limited

Segregated Account 15t 100% | Dormant company

100% | To act on behalf of dental practices and patient customers to
provide and administer private dental plans

Table A1.9 -2

Quality Plan Limited

The Society has no branches.
Further information on relevant operations is given in Section A4.
A2 Underwriting Income and Expenses

The Society presents below qualitative and quantitative information regarding its underwriting income and
expenses by the material lines of business.

A2.1 Analysis of underwriting income and expenses during the year

The Society only underwrites Life business exclusively in the UK.

The Society’s underwriting income and expenses for the reporting period is presented below:

Underwriting

income and W't.h' Unit linked Other life
Profits
expenses
£000s £000s £000s £000s £000s £000s
Premiums earned
Gross 30,067 385,253 52,204 25,229 492,754 477,241
Re-insurers’ share (1,865) (367) - (989) (3,220) (4,077)

* Incorporated in Malta
T Incorporated in Bermuda
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_Underwriting With- o _

income and Health - Unit linked Other life

expenses Profits

Net 28,202 384,887 52,204 24,241 489,534 473,164

Claims incurred

Gross (23,277) (265,233) (97,676) (57,997) (444,183) (519,649)

Re-insurers’ share 5,592 - - 1,463 7,055 8,241

Net (17,685) (265,233) (97,676) (56,534) (437,128) (511,408)

Changes in technical provisions

Gross 14,519 221,173 79,552 163,601 478,845 (443,848)

Re-insurers’ share 3,978 159 - 41 4,178 (6,002)

Net 10,541 221,014 79,552 163,561 474,667 (449,850)

Expenses

Gross (24,025) (32,122) (12,437) (5,512) (74,093) (80,480)

Re-insurers’ share (558) - - (156) (714) (2,228)

Net (23,467) (32,122) (12,437) (5,356) (73,379) (78,252)

Other expenses (24,127) (22,620)

Total expenses (97,506) (100,872)
Table A2.1-1

Analysis of underwriting income and expenses over the reporting period:

a) Premiums and claims by Solvency Il lines of business:

Net premium income increased in the year by £17m to £490m. Premium income in 2021 included the
reinvestment of pension premiums following the closure of the SIPP (Self Invested Pension Product) of
£71m. Premium income, excluding the reinvestment from SIPP, was £88m; the main driver of this growth
was the distribution of the With Profits fund through the third party investment platform.

Claims values decreased in the period by £74m from £511m in 2021 to £437m in 2022. As noted above,
£85m of this disinvestment followed the closure of the SIPP. Excluding this claims volumes remained in line
with prior year and were not significantly impacted by external economic events.

b) Changes in technical provisions:

Technical provisions have reduced by £475m over the year, mainly as a result of negative investment
returns reducing liabilities for investment business in the With Profit and Unit Linked funds, as well as higher
yield curves leading to more discounting of future liabilities.

Reinsurers share of technical provisions:

The value in table A2.1 -1 is the change in the reinsurance recoverable asset. This asset relates to the
reinsurers’ obligation with respect to the health business shown in the technical provisions line.

¢) Underwriting expenses by the Solvency Il lines of business:

Society expenses in 2022 include administrative expenses of £17.9m (2021: £16.3m), investment
management expenses of £10.7m (2021: £10.4m), claims managements expenses of £1.0m (2021: £0.9m),
acquisition costs of £18.8m (2021: £17.6m), and overhead expenses of £25.0m (2021: £33.0m). Overheads
have reduced significantly following a reduction in on-going business project spend.

Other expenses comprise mainly of the service fee paid to Wesleyan Financial Services Limited of £7.3m
(2021: £18.4m) and other estate costs of £16.8m (2021: £4.6m). Estate costs in 2022 include
transformation project spend.
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A3 Investment Performance

The Society presents below some information on its investment strategy required under the Shareholder
Rights Directive Il (SRD II), together with qualitative and quantitative information regarding its investment
income by asset classes and overall investment management expenses.

A3.1 Investment strategy and related disclosures required under the
Shareholder Rights Directive Il (SRD II)

The overall investment strategy for each of the Society’s funds is constrained by its own Statement of
Investment Principles (SIPs), which defines the flexibility that fund managers have over the type and mix of
assets that can be held, including any risk limits (see sections C2, C3, C4 and C7 for more details on how
the SIPs are used to specifically mitigate market, credit and liquidity risks).

The permitted investment ranges in the SIPs for the Society’s Unit-Linked funds and for the With Profits fund
are set to be consistent with policyholder performance objectives (including time horizon) and attitude to risk
assessments. For example, a fund with a higher risk reward rating will be invested more heavily in assets
expected to deliver a higher medium- to long-term investment return, such as equity. The expected duration
of liabilities for policies investing in these funds are also longer term. Conversely, customers who wish to
invest over a shorter time scale will be advised to invest in lower risk reward funds, which will have fewer or
no equity holdings and a higher proportion invested in less risky and shorter duration assets such as cash
and government bonds.

The SIPs for the Society’s Non Profit fund and for the Wesleyan Defined Benefit Staff Pension Scheme fund
contain restrictions over the type of assets that can be held to ensure that their profile and duration is
consistent with the funds’ liabilities, which are largely level and index-linked deferred annuities and annuities
in payment. The Non Profit fund is not permitted to invest in any equity or property assets and the Staff
Pension Scheme fund can only invest up to 2.5% of the fund in equities and direct property.

Within the SIP constraints, the Society’s investment strategy is described in its Investment Beliefs policy.
The main elements of this policy that apply to equity investment are described below; this table also
indicates where we believe these investment beliefs mainly help to ensure consistency with liabilities or are
expected to contribute to overall equity asset performance:

Investment Belief Consistency Contributes to

with liabilities performance

We are long-term investors and portfolio turnover is
extremely low by industry standards. Our general ‘buy and v v
hold’ approach applies across all asset classes.

We have a managed approach to risk, maintaining diverse v
portfolios both across and within asset classes.

We are generally contra-cyclical investors, looking to identify
long-term value in sectors and stocks which are temporarily v
out of favour with other investors.

The Society believes in investing in developed markets and
these will provide a cornerstone to our funds and will over the
long run outperform other asset classes. There should be
diversification across geographic location and size of v
company within developed markets. Equities should be held
in their own currency where possible, to reduce any potential
costs of hedging back to GBP.

The Society believes in investing in emerging markets which
have an increased level of volatility and risk than developed v
markets so can provide a higher level of return.
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Investment Belief Consistency Contributes to

WHGRIEIES performance

The Society is a long-term investor. We believe increasing
levels of turnover and the associated expenses tend to hold v v
back performance and hence large-scale switching is
discouraged.

The Society prefers to formulate its own policy rather than be
‘one of the herd'. In general, a contra-cyclical approach is
favoured. The equity portfolio may exhibit significant variation v
in sector weightings when compared to the appropriate
indices, but these should not become structural unless there
are very specific reasons.

The Society is relatively risk averse and as a result does not v
run overly-concentrated portfolios.

We incorporate ‘sustainable investing’ considerations as part
of our investment processes, including environmental, social \/ \/
and governance (ESG) factors.

The vast majority of the Society’s equity portfolios are managed in-house. At year end 2022, £386m (2021:
£423m) of assets were invested in externally managed collective investments (Unit Trust funds), which
represents c6% (2021:c6%) of total funds under management.

Given the small proportion of invested assets held by the Society in Unit Trust funds, the asset manager’s
performance is primarily assessed by considering the net return achieved by Wesleyan from holding the
units over the longer term.

As with direct equity investment, investment in Unit Trust funds is carried out in line with the Society’s
Investment Beliefs policy and relevant SIPs, which ensures consistency with the profile and duration of
liabilities and contributes to medium- to long-term performance objectives (see table above).

When deciding whether to purchase, sell or hold an individual equity such as an Investment Trust Company
share; part of the investment decision process includes consideration of costs of management, including
remuneration factors. In the same way, the investment appraisal of Unit Trust funds will depend on the level
and structure of fund charges and whether these are expected to enhance overall long-term performance of
the investment.

Given the small proportion of invested assets held by the Society in Unit Trust funds, portfolio turnover costs
within these funds are not actively monitored. However, when deciding whether to purchase, sell or hold
units in these funds, the Society will take account of how the Unit Trust’'s investment strategy fits in with its
investment beliefs; including the ‘buy and hold’ approach, which applies across all asset classes.

Any long-term investment under-performance of a Unit Trust holding (E.g. due to excessive portfolio
turnover costs) would be identified as part of ongoing performance monitoring carried out by our investment
team. Should this situation arise, the units would be liquidated and reinvested as appropriate.

A3.2 Analysis of Investment income and expenses during the year

The Society’s investment income by material classes of assets and overall investment management
expenses are presented below:

Realised/
Asset category D|V|c;%r;c21 Intezroezszt unrei}';ig Total 2022 Total 2021
2022
£000s £000s £000s £000s £000s £000s
Government
bonds - 23,682 - (280,466) (256,784) (14,403)
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Realised/
Dividend Interest unrealised
Asset category 2022 2022 gains Total 2022 Total 2021
2022
Corporate bonds - 34,820 - (169,052) (134,232) 3,884
Equity 116,479 - - (156,548) (40,069) 585,706
Investment funds 9,786 - - (67,120) (57,335) 32,642
Collaterised
securities - 45 - (227) (182) (65)
Cash and
deposits - 3,829 - (30,038) (26,209) (1,698)
Loans - - - - - -
Property - - 27,093 (14,173) 12,920 41,927
Derivatives - - (76,074) (76,074) (35,193)
;Ogg"n:g"es‘me”t 126,265 62,376 27,003 (793,699) (577,965) 612,798
Table A3.1-1
Expenses 2022 2021
£000s £000s
Investment management expenses 10,698 10,410
Table A3.1-2

Analysis of investment performance:

In February 2022, Russia invaded Ukraine which impacted global markets. This, together with post Covid-
19 inflationary pressures and government instability in the UK led to significant volatility.

All asset classes (excluding property) have seen negative investment returns in the year resulting in negative

returns across all Society funds.

The With-Profits fund ended the year with an investment return of negative 4.7% (2021: positive 12.7%). The
Estate, which is more heavily allocated to fixed income securities, saw a return of negative 12.6% (2021:

positive 4.1%). Despite this, both funds outperformed their respective benchmarks.

Total assets under management are now £7.2bn (2021: £8.5bn).

There were no gains or losses recognised directly in equity during the reporting period (2021: none).

A3.3

Investment in securitisations and risk management

As at year end 2022, the Society held the following amounts of collaterised securities:

Analysis of collaterised securities

£000s £000s
Mainly exposed to credit risk 806 1,029
Mainly exposed to real Estate risk - -
Total investment in collaterised securities 806 1,029

Table A3.4 -1

20




Business and Performance

The Society’s investment in collateralised securities is governed under the risk management framework.

The collateralised securities the Society invests in are essentially conventional instruments with added
securities. There are no major differences in the underlying risk exposure. Where the Society considers that
there is a justifiable need to invest in the type of collateralised securities that come with significantly different
risk exposures then it would seek approval from the Group Executive/Risk Committee/Society Board as
appropriate.

A4 Performance of other activities

The Society defines income received from its 100% subsidiaries as other income. The Society’s subsidiaries
and their principal activities are described below.

Wesleyan Bank (sub-group including Syscap)

The principal activities of the Bank was the provision of banking services, primarily deposit taking and
commercial lending. The Bank is authorised under the Financial Services and Markets Act 2000 to take
deposits and is regulated by the Prudential Regulatory Authority (“PRA”) and the Financial Conduct
Authority (“FCA”).

The strategic decision to sell the Bank was agreed by the Board in 2020 and the sale to Hampshire Trust
Bank Plc completed on 28 February 2022.

Wesleyan Unit Trust Managers (WUTM)

The principal activities of the Company are the marketing, administration and investment management of the
Wesleyan range of unit trusts.

Wesleyan Financial Services (WFS)

The Company primarily provides financial services solutions for members of the medical, dental and
teaching professions in its role as an advisory and distribution company for the Group activities.

Practice Plan Holdings Limited (sub group including DPAS)

Practice Plan Holdings Limited via its subsidiaries provides direct debit collection and support services to
dentists and credit services for dental customers financial leasing, credit granting and dental emergency
assistance to clients.

Wesleyan Administration Services (WAD)

The Company provides administration, management, financial, accounting, secretarial, information
technology and other services to the Society and all of its subsidiaries. The Company is purely a service
company for the Society and therefore has no material profits/ losses recognised.

The income earned by the Society’s subsidiaries during 2022 is summarised in the following table:

sy iy Profit/ (losses) after tax Profit/ (losses) after tax
A 2021

£000s £000s

Wesleyan Bank (Group)* 336 5,968
Wesleyan Unit Trust Managers 172 25
Wesleyan Financial Services (23,025) (20,887)
Wesleyan Administration Services 26 -
Practice Plan Holdings Limited (Group) 3,546 2,537
Total (18,945) (12,357)

Table A4 -1

* Wesleyan Bank profits prior to its sale of 28 February 2022.
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Wesleyan Financial Services statutory losses increased in 2022 following a reduction in the service fee paid
from Wesleyan Assurance Society.

The Society has no material financial and operating lease arrangements.

A5 Any other information

There is no further information to disclose regarding business and performance.
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B SYSTEM OF GOVERNANCE

B1 General Information on the system of governance

B1.1 Management structure

This section covers the management structure of the Society, providing a description of the main roles and
responsibilities of key committees and functions.

B1.1.1 The Board

The Society’s Board as a whole is collectively responsible for promoting the success of the Society by
directing and supervising its affairs. The Board:

provides leadership within a framework of prudent and effective controls for risk assessment and
management;

sets the strategic aims of the Society, ensures that resources are in place for the Society to meet its
objectives, and reviews management performance; and

sets the values and standards of the Society and ensures that its obligations to policyholders and others
are understood and met.

Senior management provides the Board with appropriate and timely information and is available to attend
meetings and answer questions. The Chief Risk Officer, Head of Internal Audit and Company Secretary
attend all Board meetings. There is a formal schedule of matters reserved for the Board’s decision. The
roles of Chair and Group Chief Executive are separated, and the Chair has primary responsibility for the
effective functioning of the Board. Authority is delegated to the Group Chief Executive for implementing
strategy and managing the Society. Subsidiary companies are governed as set out in B1.1.3.

Executive Directors

There are two Executive Directors on the Board at the reporting date, the Group Chief Executive and the
Chief Financial Officer.

Non-Executive Directors
There were eight Non-Executive Directors on the Board at the reporting date, including the Chair.

Their diverse experience, skills and independent perspectives provide effective review and challenge of the
Society’s activities. The UK Corporate Governance Code requires that at least half of the Board should
comprise Non-Executive Directors, excluding the Chair. The Society complied with this requirement at 31
December 2022 and expects to continue to do so. The Board remains confident that the strength of its
independent Non-Executive Directors continues to be sufficient to ensure that an individual or small group
cannot dominate the Board’s decision-making.

The Chair and the Deputy Chair / Senior Independent Director are appointed by the Board.

The Board considers all Non-Executive Directors to be independent of the Society in all matters
notwithstanding their policies and their fees. These assessments are based on the character of the
individuals in respect of independent mindedness when it comes to the raising of relevant issues and the
rigorous process of assessment, judgement and follow through. Great emphasis is also placed on their
knowledge and experience of the industry and customers.

Appointments to the Board

All appointments are subject to review by the Board, as advised by the People, Culture and Governance
Committee. It is anticipated that a minimum term of three years will be served with a further three-year term
subject to the agreement of the Board. Annual extensions may be considered thereafter, normally up to a
maximum nine-year term. Directors follow an induction programme on joining the Board and further training
on specific subjects is undertaken as necessary. New Directors must retire and seek re-election at the first
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Annual General Meeting (AGM) following appointment. All other Directors submit themselves for re-election
annually.

B1.1.2 Board Committees

The Board delegates specific responsibilities to a number of Board Committees, supported by senior
management. The Chair of each Board Committee provides a report to the Board after each meeting.

Audit Committee

Andrew Neden has served as Chair of the Committee from his appointment to the Board with effect from 17
November 2014.

The Committee comprises three other Non-Executive Directors, one of whom, Philip Moore, is the Chair of
the Society’s Risk Committee. Other attendees include the Group Chief Executive, the Chief Financial
Officer, the Chief Product Officer, the Chief Risk Officer and the Head of Internal Audit.

The Audit Committee assists the Board in fulfilling its responsibilities in respect of the Annual Accounts and
Regulatory Returns to the Prudential Regulation Authority (PRA). The Committee keeps under review the
Society’s arrangements for its employees to raise concerns, in confidence, about possible wrongdoing in
financial reporting or other matters. The Society has provided the opportunity for employees to contact an
independent confidential advice line.

Risk Committee

The Risk Committee’s principal role is to consider the risks faced by the Society and its subsidiary
companies and to advise the Board. Philip Moore was appointed Chair of the Risk Committee with effect
from February 2021.The Committee comprised three other Non-Executive Directors during 2022, one being
the Chair of the Society’s Audit Committee. Other attendees include the Group Chief Executive, the Chief
Financial Officer, the Chief Product Officer, the Chief Risk Officer and the Head of Internal Audit.

It is the Chair’s practice to meet separately with the Chief Risk Officer ahead of most meetings. The
Committee’s main activities during 2022 included:

reviewing and assessing the risk oversight provided by management in connection with current
and emerging risk exposures;

assessing the impact of management’s strategic plans as well as external events on the risk
profile of the Group;

assessing operational resilience and business continuity arrangements for the Society;
assessing the financial risks to the Society from climate change;

gaining assurance that an appropriate culture in relation to the management of risk continues to
be maintained; and

receiving reports from the Chief Risk Officer on a wide range of issues, including potential
acquisitions, new products and regulatory change.

The Committee’s Terms of Reference are available on request and from the Society’s website -
www.wesleyan.co.uk.

Investment Committee

The Investment Committee was established as a Board sub-committee in November 2016. The Committee
is chaired by Linda Wilding, a Non-Executive Director who was appointed in 2021. The Committee also
includes one other Board Non-Executive Director, an independent member and the Chief Financial Officer.
Other attendees include the Chief Product Officer, the Chief Risk Officer and Director of Investments. The
Committee’s main activities during 2022 included:

reviewing the investment strategy for all funds (including Strategic Asset Allocation, the
Society’s Investment Beliefs and Sustainable Investing Policy) and to provide advice and
recommendations to the respective Boards in light of the Board'’s risk appetite and risk
framework;
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reviewing investment performance using external benchmarks as appropriate and challenge the
Asset Manager on its investment decisions; and

considering and examining relevant governance matters, including to ensure appropriate focus
is maintained on the best interests of members and policyholders, in line with FCA Consumer
Duty regulation.

Remuneration Committee

The Committee has been chaired by Linda Wilding since September 2019. The Committee comprised two
other Non-Executive Directors during 2022. The Group Chief Executive and the HR Director are in
attendance as required.

The Committee is responsible for the terms of remuneration for Executive Directors and other members of
the Group Executive, including arrangements for short and long-term incentive payments and for ensuring
risk is appropriately taken into account in all aspects of remuneration for Executive Directors and other
members of the Group Executive. The Committee also exercises oversight over the Society’s Remuneration
Policy. No individual takes part in the setting of their own remuneration.

People, Culture and Governance Committee

Nathan Moss was appointed Chair of the Committee from 1 January 2018. The Committee comprises two
other Non-Executive Directors and with the Group Chief Executive, Chief of Staff and HR Director also in
attendance as required.

The Committee’s main activities during 2022 included regularly reviewing the structure, size and
composition of the Board, in particular the balance of skills, knowledge and experience, and considering
succession planning for Directors and other Senior Executives.

The Committee has considered the current composition of the Board and determined that it continues to be
appropriate to the requirements of the business identifying and nominating, for the approval of the Board,
candidates to fill Board vacancies as and when they arise giving due consideration to driving diversity in its
broadest sense, including gender, ethnicity, background, skill set and breadth of experience.

Potential candidates are identified using a variety of methods, including external consultants, and undergo a
rigorous interview and appraisal process before appointment to the Board. The Committee recommends
Directors for re-election at the AGM giving due regard to their performance and ability to contribute to the
Board in light of the knowledge, skills and experience required to ensure the continuing balance and
progressive refreshing of the Board.

Other Board members with particular skills relevant to the nomination of new appointments may be invited to
attend for all or part of any meeting, as and when appropriate. Nathan Moss, as Chair of the Society’s
Board, would not chair the Committee when it deals with the matter of succession to his role.

In addition, the Committee has reviewed people and culture matters, including inclusivity and diversity
targets and actions to achieve these, as well as sustainability plans and wider corporate governance
developments.

Part of the Committee’s remit is promote and monitor the Society’s commitment to the principle of diversity
and to achieving fairness and equality in the workplace. The Society has signed the Women In Finance
Charter and committed to:

support the progression of women into senior roles by focusing on the executive pipeline and the mid-
tier level.

set a gender target (42% of top roles — Board, Executive and Senior Managers - to be filled by women
by 2025) and a gender strategy. In 2022 the figure was 38.0%.

set a BAME target (15% of top roles - Board, Executive and Senior Managers — to be filled by BAME
candidates by 2022, 20% by 2025). In 2022, the figure was 13.7% and activity to address this is a key
focus at the Committee.

publicly report on progress to deliver against this internal target.
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The Committee’s Terms of Reference and the terms and conditions of appointment of Non-Executive
Directors are available on request and from the Society’s website - www.wesleyan.co.uk.

With Profits Committee

The Committee covers both the Open Fund and the Medical Sickness Society (MSS) Fund, which is closed
to new business. There were six independent members of the Committee, two of whom were non-Executive
Directors of the Society at the end of 2022.

During the year, the Committee’s key activities were to assess, report on, and provide clear advice and,
where appropriate, recommendations to the Board on:

the way in which the Open Fund and MSS Fund are managed by the Society and whether this is
properly reflected in the respective Principles and Practices of Financial Management (PPFM);

whether the Society is complying with the principles and practices set out in the PPFMs;

whether the Society has identified, and addressed effectively, the conflicting rights and interests of With
Profits policyholders and other policyholders, or stakeholders, in a way that is consistent with treating
customers fairly;

Receiving updates on the completion of the sale of the Wesleyan Bank to ensure fairness for
policyholders; and

any other issues that the Board or the Committee considers With Profits policyholders might reasonably
expect the Committee to be involved in or are required to be considered under FCA rules.

The Committee can engage external professional consultants to assist in delivering its objectives effectively.

The Committee’s Terms of Reference, and the PPFMs, are available on request and from the Society’s
website - www.wesleyan.co.uk.

B1.1.3 Subsidiary Company Governance

The Society’s subsidiaries are set out in Section A1.9. The Group is managed as far as possible as an
integrated whole. The Boards of the Society subsidiary companies are chaired by a senior executive or non-
executive director from the Society’s Board (see below), with other senior executive colleagues appointed to
the particular Board relevant to their role.

The Board of Wesleyan Unit Trust Managers Limited is chaired by lan McCaig, an independent Non-
Executive Director of the Society and has one other independent Non-Executive Director.

The Board of Wesleyan Financial Services Limited is chaired by Andrew Neden, an independent Non-
Executive Director of the Society and has one other independent Non-Executive Director.

B1.1.4 Main roles and responsibilities of key functions

The Society’s structure is organised and aligned to Group Chief Executive, Group Executives and Area
Director accountabilities, providing clear lines of responsibility and accountability for key elements of
organisational governance.

The key responsibilities of each function and Business Areas are as follows as of 31 December 2022:
Distribution
Wesleyan Financial Services (WFS) including General Insurance

To provide specialist financial advice and solutions to meet the personal, professional
and business needs of the Society’s chosen markets;

To deliver income and profit targets for the adviser force whilst delivering a high quality
of service to all customers;

To operate within the procedures and guidelines laid down by the regulatory authorities;
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To deliver income and profit targets for General Insurance business whilst delivering a
high quality of service to all customers; and

To develop and implement the marketing, internet and online business strategies.

Practice Plan Limited / DPAS Limited

To deliver income and profit targets for Practice Plan Limited / DPAS Limited;
To deliver high quality services to all customers;

To operate within procedures and guidelines laid down by the regulatory authorities in
each jurisdiction in which the companies operate; and

To develop and implement appropriate business strategies to achieve the targets set by
Wesleyan group.

Group Customer/Marketing/Digital

Operations

To gather customer insights and lead improvement of customer experience

To develop and implement the Group marketing strategy. To proactively support all of
the Society’s promotional activity through timely and effective communication;

To oversee the use of brands across the business;

To develop and implement the Society’s digital strategy and online business
development; and

To develop and implement the Society’s mutuality strategy.

Customer Operations

To deliver income and profit targets for operations;
To deliver a high quality service to all the Society’s customers; and

To develop and implement appropriate business strategies to achieve the targets set by
Wesleyan group.

Building Support Services

To maintain the office premises.

To maintain and develop IT systems and services to enable the business to achieve its
strategic ambitions and ensure the day to day running of business operations.

Operational Resilience / Cyber Resilience

To act as lead co-ordinator (in conjunction with Risk) and controller of the process and
associated systems and to provide challenge (although each business area has a
responsibility for this in their areas). The Operational Resilience Committee oversees
activity;

To ensure systems and physical assets are secure and there are systems and
procedures to control any threats to these assets, including cyber-attacks;

To ensure customer, employee and business data is secure and controlled and
managed in line with regulatory requirements; and

To protect against and reduce the likelihood of business disruption and in the event of
disruption to ensure the business can recover effectively.

Transformation and Change
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Data

To oversee the project management, governance and delivery of major projects and
programmes (on time and to quality).

To develop and maintain the quality of process and data across the Society.

Procurement and Supplier Management

HR and Talent
HR

Talent

Group Finance

Finance

To develop processes for the onboarding and ongoing management of suppliers and
ensure their cost effectiveness

Activities including recruitment, retention, remuneration and benefits policy, employment
relations and inclusion and diversity policy.

Learning & development and employee engagement

To invest the Society’s resources with the aim of producing superior long term returns
consistent with acceptable risk levels.

To develop the Society’s Strategic Plan, support the Board in setting the strategic
direction for the Society and coordinate the Society’s strategic and business planning
activity;

To produce budgets and forecasts as required, to track actual performance and to
partner the business to discuss progress and assist in addressing variances;

Produce monthly financial information to manage and drive business performance;
To produce and validate financial models as required;

To collect and account for premium income, commissions, investments, pensions and
expenses;

To maintain accounting books and records and to produce the Society’s Statutory
Annual Accounts, Prudential Regulation Authority and other statutory returns;

To ensure that the Society remains technically rigorous in all actuarial matters, including
in its solvency and capital management;

To oversee the development and governance of the Society’s products, ensuring that
customers are treated fairly; and.

Assist the Board in developing investment strategy in its role as Asset Owner.

Strategy and Communication

Overseeing the strategy and culture of the organisation with a focus on effective
communications and employee engagement to support strategy delivery;

Delivery of external communications; and

Developing and implementing the Society’s Corporate Responsibility strategy including
charity fundraising activity.

Company Secretary
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Arranging agendas for, and attending, Board, Subsidiary Company, and Committee
meetings and preparing minutes of meetings; and

Dealing with corporate governance matters, regulatory and statutory compliance and
advising on legislation and other guidance on company secretarial and corporate
governance matters and ensuring that the Rules of the Society are adhered to.

Legal
Provide appropriate legal input and support to the business.
Group Risk and Regulatory

Provide independent objective challenge, oversight and support of risk management activity across the
Society; facilitate the implementation and ongoing development of a robust and effective Risk Strategy

and the Integrated Risk Management (IRM) framework, and ensure that these are embedded within the
business;

Support the business through effective compliance and data protection oversight, ensuring the
appropriate systems and controls are in place to meet the Society’s regulatory requirements.

Corporate Audit

To provide independent and objective assurance on the Society’s implementation of, and 