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Annual Report and Accounts 2019

Welcome

to our Annual Report and Accounts 2019

We were founded 135 years ago with the belief that people are stronger together and that we
should be run for the benefit of our members. Today we have over 15 million members.

The strength that comes from that membership means we can meet our members’ heeds today,
as well as investing in the future.

Together, we’re building society, nationwide.

Strategic Report

An overview of how we've done

this year, our strategy and how

we measure our performance.

4] What have we done to
build society this year

[5] Who we are and what we do

[6] Chairman’s letter

8] Chief Executive's
review including
performance updates

[27] Risk overview
[2B] Financial review
{36] Non-financial Information

Governance

How we are governed, what items
are discussed in our Board and
Committee meetings and how
we pay our directors.

[39] Board of directors

[44] Bxecutive Committee
bicgraphies

[46] Report of the directors
on corporate governance

[B4] Report of the directors
on remuneration

[98] Directors’ report
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Businees and Rick Report
Key risks that could affect our

business perfermance and what
we do to manage them,

{1627 Top and emerging risks
710%" Principal rigks
J107T Managing risk
1107 Credit risk
122" Liquidity and funding risk
1547 Solvency risk
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[M&2" Pension risk
{154 Business risk
[1£37 Model risk
165" Operational risk
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Financial Statements

Our audited financial statements,
related notes and sur independent
auditors’ report.

[170] Independent
auditors’ report
[179] Income staternents

[180] Statements of
comprehensive income

[181] Balance sheets

[182] Statements of movements
in members’ interests
and equity

[184] Cash flow statements

[185] Notes to the financial
statements

Other Information

Including our annual
business staterment.

——

[2533] Annual business
staterment

(256] Underlying profit

[256] Forward looking
staternents

[256] Glossary
{257} index
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Who we are and what we do

io help people save and buv homes of their o

focus on building society is as important to us
today as it was then.

We're here to help our members achieve their financial goals, whether that's:
A « gwning a home - this year, we helped one in five first-time buyers
into a home of their own

» saving for the future —we look after £1in every £10 saved in the UK,

i or

m” » looking after their day-to-day finances - almost 10% of all current accounts
: in the UK, and 8% of main current accounts are with us’

.

: We do many of the things that banks de, but we're owned by, and run for, our

) members; people who have their morigages, savings or current accounts with us,
And we measure our success threugh the things that matter to them: service,
value and financial strength.

We need {o be profitable to make sure that our Society and our members” money
are safe and secure, but- 25 a building society - we don't need fo pursue profits to
pay ever higher dividends or put sharehoiders’ needs ahove those of our members

We consider whether every business decision is the right thing to do from the
perspective of our current and future members, which means we make different
decisions from our competitors:

» we choose te forge some of our profit to glve members better
long-term rates and service

» we have a prudent approach to lending

» we're investing in our branches, as well as in improving members’
digital experiences, and

o we've committed to give 1% of each year's pre-tax profits to charitable activities,

We're helping to build society, nationwide.

Lokt CALR I et 20 e ot g s ien TR SR agl e el e e vstoadis ool rloe e e

Our building society was founded 135 years age
,c: L.
‘We were driven by our social purpose, and our

Member-owned

- We're owned by our members
and run for their benefit.

Qur members’ I
everything we do, and we want them
o feel part of something special,
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A safe horne for our
members’ money

We provide our members with a
secure home for their money as welk
as everyday banking services,

" rates we pay to halance the need o ke

profitabie with mz___m our amagawaﬂ_

Last year, we generated m..sm n _,,iu:n_m
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Chairmarr’s letter

Dear fellow member

As a member of our building society you are also an pwner, so this report fs for you - to
find out how we've done in the last year, and how the Board and management are
leading the Society on your behalf.

From my perspective as your Chairman, | see a Society that is thriving. We're attracting
record numbers of members and doing more for them. Our service continues to be better
than that of our peer group”. And the strength of our finances means we can invest for
the future, whilst maintaining strong capital reserves - the amount we set aside to protect
ourselves and our members against unexpected events.

This makes our Saciety a point of stability in an uncertain world, where people appear to
be more divided along political, social and economic lines than in generations. These
divisions have been brought into sharp focus by Brexit.

While we cannot remove political uncertainties, we've worked hard to make sure our
Society will be able to support members whatever the future brings. Our strong capital
position and cautious approach to risk mean we can continue to deliver for our members
- as we have through many turbulent times in our 135-year history - supporting more
members to buy homes, save for the future and manage their finances.

Today we are also facing transformational changes in technology and financial services.
The way we communicate, organise ourselves, work and play has changed hugely in the
last decade. New competitors are emerging, and consumers have more choice than ever
before gver when, where and how they manage their money, and wha they trust with it.
While our Society is highly successful today, if we are to remain relevant, valued and
competitive, we need to reassess how we serve our members. This is why last year we
undertook a review of the Saciety’s plans and capabilities in light of these trends.

L ® Ipsos MORI 2019, Financial Research Survey {FRS), 12 months ending 31 Mareh 2019, ¢.60,000
adults surveyed per anaum, proportion of extremely/very satisfied customers minus proportion of
extremely/very/fairly dissatisfied customers summed acioss main current account, mortgage and
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As a result, we have chosen to increase significantly the amount we are investing in
technology, talking our planned five-year strategic investment to over £4 billion. The
additional investment will allow us o develop new digital and branch technologies to

serve the changing needs of our members, however they choose to interact with us, and
to remain safe and secure.

This investment has reduced our profits in the short term, but they remain sufficiently
strong. This was a deliberate decision we were able to make as a building society, where

profitability is only one measure of success - alongside excallent service, long-term value,
and financial strength.

The Society must be fit for the future and so must the Board. We evaluate the Board's
capabilities and performance annually, and in 2018 this tack the form of an externally
facilitated review. This found the Board to be operating effectively, with a strong focus on
the interests of our members. The review identified some areas for us to prioritise,
including preserving our culture and mutual values in 3 time of great change, and
spending more time on strateqic issues, as well as averseeing operational performance,

My fellow board members contribute a huge amount of expertise to the Society. We
review regularly the balance of the Board's skills, capabilities and independence. During
the year we welcomed Albert Hitchcack, who brings a wealth of experience in technology
transformation, to the Board. He has joined the Board's IT & Resilience and Risk
committees and will strengthen the Board's oversight of the Society's technology
strategy. After eight years Mitchel Lenson will retire fram the Board at our AGM in July
2078 and | wauld like to thank Mitchel on behalf of the Board for his valuable contribution
over that time. On the management side, Tony Prestedge became Deputy Chief Executive
Officer and we welcomed Patrick Eltridge to the Executive Committee as Chief Operating
Officer, Qur Chief Financial Officer, Mark Rennison, has discussed with the Board his
intention to retire and the Board is actively considering succession planning.

savings. Peer group defined as providers with mam current account market share 4% {Barclays,
Halifax, HSBC, toyds Bank, NatWest, Santander and TS81.



Chairman’s letter continued

There is more information about these changes in the Corporaie governance report on David Roberts
page [46]. Chairman

Another important part of the Board's work is to ensure we pay our colleagues fairly. We
don't reward anyone for maximising profits. We pay the vast majerity of our people at or
above the market average and consciously pay our most senior executives less than most
of our competitors, balancing this decision with the need to attract the right peopie to
lead the Society now, and in the future. I'd encourage you to read mare about this in our
Remuneration report on page [84].

Our Board benefits hugely from hearing the views of members and colleagues. We have a
valuable dialogue with members through live Talkback events and through our online
forum, Member Connect, Colleagues are given lots of opportunities to hear from and, as
importantly, have open conversations with the CEO and his leadership team. For
example, our ‘People’s Choice’ leaders, who are chosen by their colleagues, represent the
employee voice and share insights at Board meetings twice a year. We have also given
non-executive director Mai Fyfield responsibility for ensuring the views of our employees
are heard by the Board. Member and colleague views have a real impact on what we co:
one example among many is that member feedback prompted us to develop a business
banking proposition for small businesses.

P've talked a lot about change, so I'd like to close by assuring you that some things will
ramain the same. Qur values and aspirations are constant, allowing us all o thrive
together, through thick and thin. In these uncertain times, what our Society stands for
has become more important, not less; bringing people together; delivering for members;
doing the right thing; supperting our communities.

Qur Society is financially strong and growing, and we look to the future with confidence.
There is no ather member-owned financial business in the UK that can match our scale
and reach, and we feel a real sense of responsibility to provide a service-and values-driven
alternative to the big banks.

We have the strength, experience and values, as well as the steadfast support of our

members and colleagues, to continue to succeed. Thank you alt for your suppaort for our
Society.
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Chief Executive’s review

Dear fellow member

Natiorwide is & building society, which means we are owned by you, our members. We
have a deep and true member focus: we are here to serve your needs today and
tomorrow.

We are committed to delivering great service, long-term value and a financially secure
Saciety, run in the best inferests of our members.

We have led our peer group on service for seven years running’. We are now also
comparing our sarvice against the best in the UK, not just in financial services, tracking
our place in the all-sector UK Customer Satisfaction Index. We have achieved our long-
term goal of breaking into the top five, being ranked joint fifth in 2019, up from joint
seventh in 20182, A key part of our service propasition is our branch network which is
why we are investing in our branches and have pledged to keep a branch in every town or
¢ity we are in today until at least 2021, [>BLS, p19]

Being member-owned means we can balance giving value to members, investing in our
Society and maintaining our financial strength.

This year members henefited from £705 miilion (2018: £560 million) through better
rates, fees and incentives compared with the market average. We kept our commitment
t0 offer competitive mortgages and rewarded our loyal savers with special rates. Our
leading service! and long-term value products have, | befieve, helped us to another year of
record membership as more people chose Nationwide for their mortgages, savings and
current accounts. [ BT, pi5].

Financially, we are strong. Our key measure of financial strength, our leverage ratio, is
above our target at 4.9% (2018: 4.9%). We continue to manage our risks very carefully in
an uncertain environment.

- © Ipsos MORI 2018, Financial Research Survey (FRS), lead held over seven-year penod covering 12
months ending 31 Mareh 2013 to 12 months ending 31 March 2019, £.60,000 adults surveyed per
annum, propartion ef extremely/uary satishad customers minus proportion of extremelyjvery/airly
dissatisfiad customers summed across main current account, mortgage and savings. Poer group
defined as provigars with main current account rarket share >4% {Barclays, Halifax, HSBC, Uloyds
Bank, MatWest, Santander and TSB). Prior to Aprd 2017, peer group defined as providers with main
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Our Society is in good health today. Mowever, we must also look to the future and ensure
we are best able to serve the needs of our members in a world where technology is
changing how people manage their maney. That's why we announced in September an
investment of an extra £1.3 billion in technology, taking our total strategic investment,
including investment in our branches, to £4.1 billion over five years, Our investment will
make us more efficient, innovative and respensive, and help us address our members’
needs today and in the future. In addition, we have committed to launch 2 business
current account far small firms.

As a building society, we were able to increase our investment in technology to meet the
long-term needs of our members, even though this reduces profit in the short term. Our
undertying profit is in fine with expectations, reducing to £788 million {2018: £977
million) after recognising a charge from technology asset write-offs and additional
technolagy investment made dusing the year, [» BTL, pi7)

Our success is thanks to the hard work and commitment of our people, and | would like
to thank them for their care and support for our members. | would alsa like to thank you,
our loyal and growing membership, for your continued support for Nationwide.

Despite the economic uncertainties in the UK today, people still want to buy homes, save

and manage thelr money, and we remain determined to support and serve our
membership better every day,

Joe Gamer
Chief Executive Officer

curfent account market share >69% (Barclays, Ha'ifax, HSBC, Lioyds Bank {Liovds TSR prio- 1o 2615),
NatWest and Santander).

Irstitute for Customer Service's UK Customer Satistaction Index, January 2029 and January 2018



Chief Executive’s review continued

Q8A

Q Why are you taunching a business current account? Q Whatare you spending over £4 hillion of the Society’s funds on?
Christopher, Andover, Hampshire Sharon, Market Harborough, Leics
We estimate that up to a million members own a small business and our proposition Technelogy is biaving a prefound effect on every aspect of our lives including Fow
will meet the straightforward needs of businesses, offering a fair value current we manage our money. A significant part of our £4.1 biflion ,qzm.ﬁ.% strategic
account with market leading service. We have long believed we could bring a mutual investment will aliow us to develop IT systems and infrastructure to enable us to
alternative of scale to small firms, offering everyday great service and value. address members’ changing needs. We are also investing in our branches. We
However, in the past, the costs of setting up were high and, at the time, we didn't strongly believe these are investments that will benefit our members gver W:m long
believe this was the optimal use of members’ money. Now fechnology is making it term, both in terms of being able to access new services and exciting digital
more econamical to enter the market, and we have aiso secured £50 mitlion from technologies, and in maintaining a resilient and secure Society.
the Capability 2nd Innovation Fund to beost competition in business banking, which
will allow us to develop our business banking propesition faster. Q How are you protecting your members’ money from fraud?
Mark, Kings Lynn, Norfolk
G How far can you guarantee that you won't closa any branches? Members need to be able 1o rely on us to keep their money safe. We constantly
Jill, Watltham Cross, Herts strengthen our fraud defences and invest in new technology. We recognise the

While we can't guarantee to keep every branch open, we've pledged to keep a impact fraud has on customers and are committed to raising awareness ¢f scams, as
branch in every town or ¢ity that has one today until at least May 2021. We are also well as working closely with regulators, lzw enforcement agencies and other _
adapting them to meet members’ changing needs, Members make it very clear that providers to combat customer fraud. Qur colleagues in our branches play an
branches are an important part of what we offer - they value the ability to have important role in educating members on the risks of fraud and providing help when
conversations about important financial decisions with people they know, and that needed. We also place prominent warnings on our mobile app and internet bank to
comes through very clearly at Member Talkbacks and through our online member encourage members to “Stop and Think’ before making a new payment.
forum, Member Connect. We will continue to listen to members and adapt to their
changing neads.

© Whyaren't your savings rates higher?
Brian, Chelmsford, Essex

We've kept our average deposit rate more than 50% higher than the market
average, meaning we've provided members with £515 million pounds in extra
interest. We can do this because we are member-owned and focused on their
interests. However, in an environment where mortgage rates are low there are limits
on how much we ¢an pay to our savings members. But we always try our hardest to
give great value to cur membership as a whole.

8 of 269
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How we're building

Jur purpose, bullding saciety,
nationwide, describes our aspiration to
make a positive contribution o society
hy delivering the benefits of mutuality
0 more members. both present

oo

-~

and future, It is underpinned by five
strategic cornerstones that describe
what we'll do and how we'll do it

gl e
Membership

Building thriving
Ll_ membership

is about helping more members
make more of their money

because...

the more members we help, whether it's to
buy a home of their own, save for the future
or manage their everyday finances, the bigger
difference we can make.

To achieve this, we will...

develop our core and ‘just for members’
products and enter new markets where we can
make a mutual difference for more people.

Which will mean...

more than 4 million members will be using
at Jeast two of our products by 2022.

Our priorities next year are to...

develop our range of later fife mortgage
products and an everyday current account
for small businesses.
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hecause...

our members need to know that their money,
and personal data, are safe and secure and
that they can access their maoney wherever
and whenever they need it.

To achieve this, we will...

use our members’ money wisely, and
strike a balance between retaining profits,
rewarding members and investing in the
future of our Society.

Which will mean...

our capital levels give confidence that we can
withstand future challengas and we are profitable,
resifient and sustainable for the long term.

Qur priorities next year are to...

meintain strong capital levels and progress our
technology investment, which will help us to
grow, support and protect future generations
of members (see page [13]).
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Building
& legendary service

is about striving to serve our
members better every day

because...

our members want the best service, with
bath the convenience of digital and the
numan touch of face-to-face service.

To achieve this, we will...

transform our service so that things work
seamlessly for our members whether they
are online, in a branch or speaking to us
on the phone.

Which will mean...

we are recognised as one of the best for
customer service, both amongst our peers
and in the UK as a whole.

Our priorities next year are to...
continue our £350 million branch

transformation and extend and improve our
digital and mobile experiences.

W

&

Building
PRIDE

5

s about creatinz the right culture
¢ do the nesl e our members

because...

a positive and energising work environment,
where our colleagues are trusted fo make
the right decisions at the right time, will in
turn benefit our members,

To achieve this, we will...

create a distinctive experience for our
colleagues that supports their performance

and growth, and recognises their contribution.

Which will mean...

we are recognised as one of the best places
to work inthe UK.

Our priorities next year are to...

attract and develop the digital and data
talent we need for the future, grow our
leadership capability, and inspire and enable
our colleagues to keep learning.
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2 Building a
national treasure

because...

we have a social purpose, to build society,
nationwide, and believe that everycne deserves
a place fit to call home.

To achieve this, we will...

make sure our actions are consistent with our
values, take a bolder stand on issues affecting
society, and invest in local communities.

Which will mean...

consumers think of and trust us to meet
their financial needs, and we make z differance
on the things our members care about.

Our priorities next year are to...

continue our five-yvear social investrment
via our Community Boards, our Oakfiaid
housing project and our Open Banking
for Good challenge (see page [25]).
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How we are doing on service, value and strength

ASzLiCnNS.
We track oLr performance by focusing on the things that matter most to olir members: great service, long-term vaiue and financial strength, Our KPIs and targets for 2019/20 are the same as those for 2018/19. We dom't seek ts maximise
profits, 3o profit 's not a KPI. Instead, we've developet a Financial Performance Framework that helps us strike the right balance between retaining profits to maintain our financial strength, rewarding members now and investing so that we
can continue ta meet members’ needs in the future. You car: find out more about this on page [34].

Nationwide is not like most organisations and our ey performance indicators (KPIs) are not like those used by most organisations

Service
o . . Helping mare memsers achieve their financial goals, giving them
Giving our members the best service possible. better value producss and contributing to local communities.
We aim to be the best We also want to am among We're aiming to have We aim 1o deliver at least We've committed io We aim to have a UK leverage
for customer satisfaction the top five arganisations 10 miillien m.:mmmma. amacm_.m £400 million of value give at least 1% of ratio (& measure of our
N oUr peer group as across all sectors for by 2022, with 4 million each year to our members  pre-tax profits to financial strength) of at
measured by the FRS customer service, as 4 committed members who use through better pricing charitable activities®. least 4.5%.
survey, with: a lead of measured by the Institute i at feast two of our products®, than the market average®. e committed £10.6 Our UK leverzge ratio of 4.9%
at least 4% against our of Customer Service's We are on track to achieve We shared £705 millionof  million to charitable exceeded owr 200 torget,
closest competitor. UK Satisfaction Index. our 2022 targets. benefit with our members  activities during 2018/19 .
Our lead of 4.8% We were joint fifth in during 2018/18. meaning that we
exceeded our 2019 January 2019, inine continued to mest
target’. with our 2019 target®, our 1% commitment.
Core products satisfaction UK €SI Engaged and commutted members Mamber financhal benefit Charitable zeinities S TR
2ad, G rank il =N ol -
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~

H VT H o i Fppiem VR SRR | cmm
We're investing an mxd a £1.3 hillion in fechnoiogy, 2ringinc Surtotal sirategic investment over five vears “o £4.7 hilli
—_y . ~ [T SN T e L g
This will help make sure we can keep meeting cur memzars needs in 2 uture.
m
Why is this important? —u-. s 3
y P This new investment means we can... 5
Our Setiety 1s growing, and digital technologies ]
h i . -
_MM_MH ﬂwﬂ_mxmww_wc memﬁmﬂww%mav_ﬂ“w” M_“MM st Deliver new features anv services to our Keep Nationwide, our membars’ money Be there when o b
509 more contactless umwamzn and over 40% members more quickly, especially on our and their data safe and secure by using using Hmngoan_mm ﬂm_ﬂwﬂcma e oy d
more logins to our mebile app. Members alse wﬁ“_ﬁm_ n_mqo:._“_m_nw using nms. tools and state of the art security solittions to make sure improving the way our Qﬂmanm Mm__uﬁ_mn«_mMa
expect our services to be there whenever and echniques, and chiznging how we work. we're protected against potential threats. s0 that our services are aiways available. 3
wherever they need them. z
The world around s is €hanging too. New digital 2
challenger banks are emerging, and we, the m
wider industry and regulators are Increasingly m
focused en making sure that firms’ customer data W
is secure and used appropriately. E
3
What will it achieve?
Our technology investment will make us more -
resilient and secure, increase cur 2gility to deliver 2
better digital capabilities and improve our use o
of data. It wilt streamling our technology and A
reduce costs, meaning we can use our members’ 23
money more efficiently. 2
QOur technology investment underping our &
strategy, delvering better mernber outcemes
and helping us to build society, nationwide.
=
Keep nnproving our Give our memkers Use pur members’ mone z
Y Make sure our people hav =
.ﬂnoaznﬁw maa services faster service by using more efficiantly by the right wmnwum_amﬂu. mxm__mm_u< 3
58%@.3 mam:m_, data automation to suppart streamiining our technology, developing the skitls of our existing i
analysis inio our services aur colleagues with, whirh will reducs R emphoyees and mring over 1.00T ) g
and back office processes. everyday tasks. much it costs to deliver our speclalists to our new technclogy B
services 1o our members. hubs in Swindon and _ondon. i
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“I've been with Nationwide since | was little,
and I've worked here for 15 years, so | didn’t
think twice about cheosing them for my
mortgage. | took a look at some other providers,
but Nationwide was the one for me.”

Jay also used our MyNationwide app to help
her along the way.

“The app was great ~ | could ask questions
any time and get the answers | needed.

€ More

of

H . L] S

Jay's had her current account and savings with Nationwide for over 20 years.
So, when she came to buy her first home, she turned to us again.

As a first-time buyer that was super helpfu!
as | was a bit clueless at the start of it ail!

{ also used the calculators to check how much
| could borrow and which rates were best

for rme,

Pve always trusted them to look after my money,
s0 it made perfect sense to trust Nationwide with
my home. And with the money [ saved, | bought
my beautiful boxer puppy, Olive.”

"It made perfect sense!

ST

fo trust Nation
with my home.’

ey A
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Building

thriving membership

‘Me are owned by the 15.8 m

Membership matters

Managing everyday finances

Customers becorme members when they choose Naticnwide to help them

The number of pecple choosing Nationwide to ook after their daily finances

; i N s b ; buy a home, save, or manage their everyday banking, which means that continues 1o grow. M I i
=namhba O WE Smw 215 k ! grow. More people opened a new curtent account with
MEMmoers who y ) ere . U = mortgages, savings and current accounts are the foundation of our Nationwide than any other brand®, with 794,000 (2018- 816,000) accounts m
3 “JQ me. “.O save Tor .mwx_mm ﬂcﬂc re. or MO relationships with members. We grew our membership to a new high and opened this year. This takes our market share of all current accounts to Just s
s L~ members are doing more With us: the number of ‘committed” members - below 10%, and our share of main accounts to B%?. E
Rl air ey TINANCE ; - o illi .
hanace thelr sve J\va\ iinances. thase with two or more products —grew by 5% t6 3.4 millisn. Mare than ane in five of all switchers via the current account switching °
o ) Helping mere members into homes service chose Natiorwide® and we're making it ssier for people to open
Our membership grew to its highest level in 2018/19 and we ping accounts with us. For example, you can now 0aeh dur youth FlexOne
are doing more with our members. Our comemitted membership Overall, we lent more to help people intc a home this year. Gross mortgage acceunt in 10 minutes and we will extend this swift account opening process
- members who have two or more of our products - grew from lending reached an all-time hugh of £36.4 billion (2098: £33.0 billion) and to all our adult accounts from the summer of 2079, -
32 million to 3.4 million’. i . . &
o . net lending was £8.5 billion (2018: £5.8 billion). Open for business z
Members trusted Nationwide with mere of their savings and this We're working hard 1o expand home loan cheices for members whether &
helped us grow deposits strongly by £6.0 biflion {2018 £3.5 billion}. they arz Just starting their home jaurney, are established home owners, We are E_u_:m fo replicate our success in personal current accounts in the m
We kept average deposit rates more than 50% above the market or afe empty nesters. small business current account market. We will launch a straghtforward =
average, and launched attractive new rates on loyalty accounts. We've supported new home buvers since our founding d i business account, combining a market-leadirg digital platform with the &
However, in an enviconment where mortgage rates are low, there _.mawsm:mmmsm heart of our pu ﬂwu_o e r_m E_m“ﬂﬂ ,_”Mﬂm":m d Mv_w.nwﬁqﬁ moo u.mmu:m_ mm_&nm our colleagues give every day. We were successful in our El
are Iimits to how much we can pay to our savings members first tme buyers, one In five of llirst time b ' rs _:mmsm: own h E bid for aa_.:m from the Banking Competition Remedy Limited's Capability g
) ) - . _ TS, ome. and innovation Fund and will receive £50 millien funding, which wil -
Despite econemic uncertzinties, mortgage volurnes remained For older members looking to access the value ir: their properties, our Later accelerate the launch of new products and services for smalt businesses
strong and our competitive mortcage pricing meant we lent mare Life Lending range now offers three ways o borrow against their property
to homebuyers and landlords on both 2 gross and net basis in retirement, and we have a team of dedicated advisers to advise members T
We relaunched our home insurance proposition which was welt on the eption that suits them best. m
received by members who took out 87.000 policies, aimost 30% We also improved our buy to let range and grew our lending to landlords 2
more than in 2018, and helped us hecome the top-placed insurance through The Mortgage Works. £
provider in the Institute of Customer Service's UK Custorner . %
Satstaction indest, Saving for the future 3
More people are choosing Nattonwide to manage their everyday Savers continue to be hard pressed by persistently low interest rates, and ’
finances; 794,000 new current accounts were opened this year (2018: we continue to give them the best rates we ¢an sustainably afford.
816,000} and our market share of main current accounts has reached Gveral. cur mermbers benefited from an extra £515 milion i .
) y ) B million in d
8% for the first time’. We hape to replicate this success i the small compared with the market average (20718: £435 millon). We e
husiniess market, with the launch of a business current account. numiber of new products to reward loyalty and meet :a..‘“. needs. Our members =
responded enthusiastically, opening more than 470,000 new Single Access W
and Loyalty ISAs. Over 75,000 Future Saver accounts, 2 straightforward savings 3 w z
aceount for children, were also opened in the year, )Fm%l!,. w
Commitied members have 74 keast bvo of pur products, 8t least ane ol vach s thetr mzon REGOrT! Curre ) aZCaunl, o monghoe w ib fbalanee atater than £3,600, or & savings 3ccoutwit1 & palarce yreater 1nan £1,000 m‘

Sourca ‘nstitute of Customer Service’s UK Custorner Satsfachior Ingex, January 2079

+Spurce CACH (February 2019} and internal calcufations. "Main atcounts’ e fers io main standard and oachacar ~cegunt.
Sources =Renchmarkers (2 pri 2018 - March 20090, CAC (Aprll 2018 - Feb 2018) &na miernal calculations
Source CAC1{Februany 20191 and internal caiculations “Main accounts’ reters 10 main standard and packaged acconnis
Source Pay UK monthly £4S5 data 72 mamiis bs March 2015,
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Mr L visited our Woodley branch and asked to transfer £95,000
from his bonds to his current account.

When the branch team routinely asked why he
wanted to move the money, he told them it was
for personal reasons.

Our Branch Manager, Andreas (pictured), thought
something didn’t quite seem right. He took Mr L.
into a private room and asked him if everything
was ok.

“Mr L’s one of our regulars and we know him well
here in the branch, so | could tell that he wasn't his
normal seff. | asked if anyone had told him to take
out the money. After a bit of hesitation, he told me
someone claiming to be the police and trading

standards had fold him he needed to pay them
£95,000 1o repair the foundations of his house.”

The rogue traders had told Mr L if he didn't pay,
they'd name and shame him in the newspaper.
They'd also wamed him net to tell anyone what
he was doing.

“I'm sa glad Andreas infervened and was persistent
in trying to help me, as the alternative would have
been too scary. | would have had nothing,

Natienwide is, and always has been, looking after
us. I'm so grateful o Andreas and the team for
being so vigilant.”

"Nationwide is,
and always has
been. looking

dfter us.”




We zre Eommitted to Unning a financialy,

SeCure Society, Providing 2 safe home
for our Members’ Money. Ag 5 @:m%m
SCCiety, we are able o Make CeCisions -
the long-term interests of Our members

Qur Finanes; Performancs Frameswnrg heips the Society achigve the right balance
batween giving valys to Meambers, Investing in pyp business ang am_.:w_.a% our
financia) Strength.

BCOnomic EVEnts
=I5 above our guy, targets any reQuiatory "eQuirements, Ay 4.9% our

Wa zre Managing oyr Tisks 83335_%. although Slowing houss price
arowth resylte. ina slightly higher foan 1o vaibe ratip gn tota) landing of 58%
(2078 35%),

We those 1 provige extra vajys Members by £0mpeting in 5 rowdeg savings
and Mortgage market. Qur COmpetitive rates, fony ang incentjyag maant
Membherg banefiten from £705 Milfien in Mmermber finanejay benefit, way abave
OUr aim of at least £4pp Milfion,

We also decided to IN¥est an extry £13 il In technalogy over five yagrs g
that we can Meet mempeye Bmam_.am needs,

c:nm%sn Brofitwas gy o £788 mulfion, largely vy fotha Impact o L
Write~offs gng CUr additiana investment in snszo_o@. in fine with EXpeCtationg,

We haye Continued 4y Manage costs and have delivere Gver £100 mition in
SUstainabie cogt #3vings i sach of the jast tWo years.

One of gur 012 vafues ig thag We spend gy Members' money
carefully, we have bagy Working hany 0 bacome More efficiens and
1o achisye SUstainabia £05t savings, 258% OUr businagg has
grown, we've kept costs broadly fiar . excluding the impact of
technolngy 3556t write-ofifs ang EXPendiiyra directhy Telated to o,
additiona( ﬂ»ngoa.e_ i Nvestment, We've alsg delivereg over £10p
Mitkan Sustaingbfa Savings in €ach of the Past two yaarg and ara
ontrack 1 achieve pyr increaseg target of £500 million in
SUstainable ¢ogt savings by 20 .

Operational resilience 15 dlso g Priority for Managemeny and the
Boarg, wip are Particulariy focused o, tyber ang fraug defences,
which wa've énbancaq to protact aur memberg Money. For
EXample, wa'va delivereg B mMeasyrps 1o tetey An¢ Prevent
attacks, 5&5_:@ IMprovegd Buthentication on mgre risky onfine

Ayl Repart &nd Accounts W18

The secong Hecision WaS 10 fnvast i the futture of Our Socisty, e
have ANNoungaq vwa 9 itvest an adthtiong) £12 bilhon n ﬁgago@
2@.. five Years, tking pyp total Strategiz sfmnsm% a7 Billion

The effects of these dicisiong €2 be seen in thig year's Underlying
Prafits, which, WETE Jower 5 £788 million {(2018: £977 milligny  ~
mﬁESQ Profits werp 823 Million {2018 977 Millon), Tha maor
factor in the edietion iy Profits wag 5 charge elated 1y Hm%soa@
asset wrile-pff and our addtionay m«._r_aas@ vestmeant. Further

i nfermation on our Finangial _uch:.nmanm maamsalﬁ 15 inclugeq
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'Striving to ser

members better |

Emma’s sons told her they wanted to look after their own money.
That's why she took Carl and Jacob into their local branch to open
their very own FlexOne current accounts.

“I chose Nationwide because | wanted an
organisation that | car trust to look after my
sons’ interests. The team were 5o welcoming
and | knew instantly that I'd made the right
choice. To me, a building society feels safer
and more caring than the big banks, and
that's what [ want for my boys.”

Cart and Jacoh had a fab time when they went
into branch and met Luke, one of our Personal
Banking Managers.

“We loved opening our accounts. Luke was

really nice and he told us all about saving our
money. He even told us we own Nationwide and
that we're his boss®®

1,

Emma’s really pleased that she and her family
have a branch nearby.

“It means we feel like we have a real relationship
with Nationwide. It makes us trust them and
know that we're part of something. And thank
you so much to Luke for being so amazing.

‘You mate ry boys feel like they matter,

That they’re not just a number.”

“You made my boys
feel like they matter.
That theyre not

- just a number.”
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Building legendary service
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We all know what goed service
feels iike, When we're in a hurry,
uick anc efficient. When we'z

iy
I B

i
Lo
£

racing 2 dilemma. it's unhurriec 2
personal. Good service is not one-
size-fits-all” but combines the best
of human and digital interaction 1o
serve our members well howsaver
thev choose o interact with us.

3

We start from a strong base. For seven years running, we've been
na 1 for service among our peer group’. We've moved up to jeint fifth
in the all-industry UK Customer Satisfaction Index, achieving our
target of being in the tap five?, Our current account satisfaction s also
ahead of our peer group, with a lead of over 109, and we were

named Which? Banking Brand of the Year for the second year running.

Service expectations cortinue to grow, and we continue to work hard
3 imprave our member experience. We are investing £350 million
in transforming our branch network, while pledging that every town
and city with a Nationwide branch will continue to have cne until

at least May 2021, Simultaneously, with meblle users up by 33% last
year, we are investing in our digital services, bringing new fevels

of speed, convenience and security to our members.

Branches: here taday, here tomorrow

Branches are a vital part of our local communities and valued by our
members. We believe that members still want to talk to someone face to
face about big financial decisions, which is why we continue o invest in
our branches. We've recently pledged to keep a branch in every town or
city where we have one today for at Jeast two years.

However, it's alse true that how our members use our branches is changing.
That's why we are evolving the role of branches and transforming our
netwerk with a £350 miflion investrent over five years. We're introducing
new branch styles. Last year, we converted over 106 branches to an open
plan format combining the latest technology, such as High-gefibition video
and iPads, with comfortable seating for coffee and conversation, and
private spaces for personal consultations. We also merged a handful of
branches which were near each other and refurbished the remaining branches
to offer better services and technology.

Delivering digitally

Alongside our branches, members want to make the most of the speed
and convenience of digital devices. We now have over 2.7 million members
who are active mobile users — almest a third more than last year - and they
are logging in, on average, nearty avery day.

Net satisfaction with cur app 1s over 80%° but we are not compiacent and
we continue to invest in cur digital services to give members more control
over their money. New mobile functionality means members can now set
up new payees, report lost or stolen cards, set up standing orders, and change
their passcode on the move.

We've redesigned some of our processes to make it faster and easier to take
outa mortgage or open a current acceunt online, and we will be extending
these irnprovements to mare of our services over the next few months.

We're aiso exploring how we can use Open Banking rules that apply across
our industry to put members in control of their money, Since last year,
members have bean able to share their financial data with Open Banking

RO o

mvva_zma third-parties. We have also triclied an aggregation service i our
_.:cc._“m banking app that lets members see their accounts with multiple
providers in one place We will roll this out to members this year.

We will be able to go further and faster in developing our digital services
over the next few years, thanks to our technology investment, and this wil
help the Society meet the changing [ifestyles of our membars, providing
thern with excellent service however they choose to deal with us.
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to do the best for
our members

Rl ﬂ.gmﬁw.
Rk

We have so many people working here at Nationwide.
We're all from different backgrounds with different perspectives.

And we know that those differences make us
stronger and help us understand our members,
who are also hugely diverse. Some of our people
have been with us for over 40 years, some are
brand new. Serme have come from university,
others have joined us from other organisations.
Ang recently, we've had more and more
apprentices coming to work with us.

Elrich is 21. He went to school in Swindon and

as the time came to leave, he decided to look into
an apprenticeship. That's when he thought of us.
He joined the Society’s apprenticeship scheme
back in 2016.

“Since then, I've been promoted to |7 Disaster
Recovery Anaiyst and have been given extra
time to study for my degree in Business
Management. | feel like Nationwide has really

supported me, both in my work and my studies.”

Kate, our Emerging Talent Manager here at
Nationwide, looks after our apprentices.

i

We believe that encouraging our employees
to build their careers in the way that's best for
them means they're happier at work. And that
rmeans they'lf be doing their best for our
members, too.”
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uilding PRIDE

PRIDE is & statement of the culture,
vaiues and principles we sirive {o
live by. It's about how we {reat our

members and ezch other.

~-

We've worked nard to create a working nvironment where people
are valued, teamwork is celebrated, and everyone can grow and
develop their careers.

We have a strong culture and committed colleagues. This is avident
from this year's employee engagement score, which at 78% (March
2018: 78%). conbinues to be above the high-performing
benchmark’ of 77%.

Howaever, our rapidly changing world demands new skiils and
bebaviours from our people: we need to be more innovative and able
to work at pace. To help us achieve this, we develcped & new people
strategy last year. Our goal 15 to develop leaders at every level of our
husiness to inspire and empower our people, and 1o help them
learn new skills and capabitities. In the coming year, we will aiso

be actively recruiting up to 1,000 technology speciafists to support
our technology Investment. We have an appreach to reward and
recognftion that recognises every colleague’s contribution based

on the Society's overall performance.

Culture and vaiues underpin our success

Bunigling society, nationwide is our purpose, and achieving that requires all our
people to understend our strategy and live and breathe our values every day.

We know from incependent surveys that our ethic of care for members and
each other is streng, The Banking Standards Board culture survey? showed
that 92% of our people believe we put sur customers at the centre of
business decisions, a clear indication that cur mutual values are shared
throughout the Scoiety.

* Thm cormara
[his 5 3t ang
Over 3,000 colleagues at NES panopatad

= lacl ascessment

However, we face new challenges in a world being redefined by tachnology,
and we need to evoive our culture to meet these. We want to move from
prescriptive approaches 10 clear principles and values that genuinely
empower our people and we are focusing on this in our annual employee
awards, by encouraging people to compete in new categories such as *have
a o’ ‘growth’, fresh perspectives’ and ‘mutual good”

Empowering our Peopie

We've launched a number of inftiatives to support 2 move towards individuals
feeling more aceountable and empowered, notably the Arthur Webb chaflenge
cup. In its second year we have seen over 700 colleagues join cross-community
tearns to work towards producing simple. innovative solutions to improve
our émployee and member experience. We are now focusing on challenging
structural barriers to change, such as policies, governance and procedures,
and encouraging colleagues to be more experimental.

Deveioping leaders at every fevel

Gver 1,000 leaders have now taken part in our flagship Leading for Mutua)
Good programmes that we launched last year to develop senior leaders,
tn addition, we've introduced Developing My Leadership learning modules
that put our managers i conirol of their skifls development. So far, the
modules have a 98.6% recommendation rate from the 1,600 colleagues
who've taken pant.

We are also identifying ways in which we can provide roles and experiencas
that will stretch and broaden cur leaders, so we can meet future demands.

Creating a learning organisation

We are expanding our online learning resources so that every colleague can
develop their skills and knowledge We've launched a new developrrent
framework that translates our PRIDE values into demanstrable everyday skills
and behawaurs. Over 2,200 colleagues have used this to take part in leaming
relevant to them since April 2008 We'll cortinue to develop the platform to
support lifelong leaming and development of our people.

210 268

Investing in the skills to deliver a fully
digital organisation

il

Our technology investment to uggrade and develop our digital capa
means we need to attract technology specialists to Nationwide We've
created 2 Technology Talent Squad to address this people challenge,
responsible for beth helping existing colleagues develop new skills and
recruiting up to 1,000 new specialists ~ from software engineers to agile
delivery experts - to work in Swindon and London.

Rewarding and recognising people

Fair pay and reward remain an important part of our ethos. This was the
secend year of Sharing m Success, our reward seheme that recogrises
every colleague’s contribution based on the Society's overall serformance.
Instead of mdividual benuses, all our people receive z variable pay award
which in 201¢ was 8.7% (2018: 9.5%). The award reflects our success m
achieving things that are Important fo members - giving you better service
than our peer group, serving more of our members’ needs, and achieving
our cost-saving targets.

We also made a significant change in how we c2lebrate lovalty and long
service. Following feedback from our people, whe told us they valued time
off o spend with friends and family, we have introduced a paid six-week
sabbatical for everyone who works for Nationwde for 25 years,

Putting our members and ther money first
Rising to the challenge

Inspiring trust

Doing the right thing in the right way
Excelling at relationships

epride
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uilding PRID

(continuied)

Promoting diversity and inclusion

Dur giversity and inclusion agenda is about creating a working environment
where afl our peonle feel vallied, and able to combine their unicjue talents with
those of other colleagues to make our Society stronger and more successful.

In 2075 we set ourselves chalienging diversity targets to be achieved by the
end of 2020. We're pleased to have met our gender target, for women to fill
between 33-35% of our most senior roles, ahead of schedule; 34.9% of senior
roles are filled by women. We're also close to achieving our target of 2.6% of
roles 2t all levels being filled by disabled people (currently 2.5%). However,
despite considerable efforts, achieving our Black, Asian and Minarity Ethnic
(BAME) targets has proved much more challenging than we anticipated.
We were aiming for 8-15% of senior roles to be filled by BAME employees
‘currently 4.7%). We are creating progressive and sustainable plans to
address this and stretch our ambition in gl areas of diversity and inclusion.

Each part of the Society is working to address its own priorities, with tailored
diversity and inclusion action plans. For example, the Finance & Efficiency
rommunity has begun cultural awareness workshops to prevent potential
unconscious bias. Each area of the Society has also appointed a senior
manager to report progress monthly to our new Strategic Diversity and
Inclusion Action Group

As we are planning on recruiting up to 1,000 people to support our
technology investment, we have also created a distinct people proposition
and assessmant process to help attract quality candidates whao share our
values This includes making sure we are attractive to candidates who are
neuro-diverse, such as peopls on the autism spectrum, widening our
potential talent pool.

Gender pay gap

We published our second gendey pay gap report in November 2018, which
showed our mean average gender pay gap as at 5 April 2018 was 28%
{compared with 29% in 2017). This is very much a function of the nature of
our business and our resulting employee profile. Our overall gender pay gap
is therefore driven by having far fewer men in our junior rofes which reflects
our long-term suceess in offering 2 variety of work patterns whick appeal to
mdividuals at different stages of their career. We are committed to achieving
3 more balanced gender distribution and are putting new programmes

in place to help improve cpportunities for women at senior fevels.

PN P -~ P . -

Employee gender split

Board Female 36%
members Male 64%

(inc NEDs)

Senior Female 35%
m2nagers Male  65%

Female 63%
Male 37%
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Employee BAME split

BAME T
Non-BAME §3%

BAME 5%
Non-BAME 30%

Undecizmad 3%

p=tse /]

BAME 10%
Non-BAME 24%

Urdeclared 5%
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The Rock Trust aims to prevent youth homelessness and support young
people to build better futures. Last year, they received a £50,000

Community Grant from Nationwide’s Community Board in West Lothian.

Ally Is Head of Services at the Rock Trust.

“Whzn yoL 1g pecple leave foster care, they face
temporary accommodation and Lncertain futures.
Qur Housing First project helps them break out of
that zycle by offering them a permanent place to
livz, and s Jport to stand on their own two feet.
With Natio=wide's help, we've doubled the
number of voung pecple we can suppart.”

dannah is 17 and used to be Scotland's most
renn-ted m ssing oerson.

“The Rock rust stepped in when | most needed it.
' Lsed to i away all the time and | Jidn’t feel like
| could trus- anyone. Now ve got a place to call

my own, I'm at callege and | don't drink or do
drugs anymore, 17eel like this is my home.
Ard Lknow | have help no matter what.”

Acam (pictured) is one of Hannah’s Rock Trust
preject workers wi o supports her day-to-day.

“Tne biggest change I've seen in Hannah is her
cofidence. She lives on her own, supports herself
and has made such a positive change to her life.
And Nationwide’s grant is helping us do that for
so many others now, too.”

Na‘ionwide Community Grants have been rolled
out across the whcle of the UK.

~help. we've doubled
 the number of,
young people g
can support.’;
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tlding a national treasure

Building a national treasure is perhaps
our most ambitious cornerstone. s
nct about how we see ourselves, but
about how others see us: how well
we are trusted, recognised as a brand,
3¢ seen as a force for good in society.

We're pleased to be no.1 for trust in our peer group, and joint top
for brand consideration’ ~ 2 measure of how many consurmers
would consider Nationwide for their financial needs

As a building society, we are guided by a social rather than a
commerciai purpose and aim to make our communities better
places to [ive and work. Last year, we aligned our social investment
with our goal of helping people into better homes and now direct
most of our community investment into housing initiatives. In the
second year of our social investment strategy, built on the idea that
everyone shouid have a place fit to call home, we've awarded
Community Grants totalling £3.9 million to more than 100
housing-related projects. We're alss working with Swinden Borough
Coungi! to develop a multi-generational community of 239 homes.

Financial capability is also important to us. We are funding a £3 million

Open Banking for Good challenge, to mativate technology firms to

use Open Banking standards to develop apps and services that put
people in canttrol of thefr money.

No.1 for trust

We're no.j for trust in aur peer group, with a lead over our nearest
competitor of 2.3% (March 2018: 1.4%), and we're joint top for brand
consideration. Our trust and brand consideration scores were our highest
year-end scores ever?,

* Source: Natiorws de Brand and Advertising tracker compiled by indapendent Research Agency, based on all consumer -espenses, 12 months endet 31 Marh 200 Nrangial srands included Natorvads, Bardiays, Co-operativ Bank, Fiest Direet, Holine, H5BC, Lis ads Bonk, et sl 5 tnde, wnrt 758

Jot o far biand considerstien vath Haita

* Soy iree: Natiorwedee Brandd and Advertising tracker compiled Dy Indapendent Research Agency. based on 2l consumer rescenses 12 menths eded 31 March i szch year cince the surveys began m 2012 Financil brands mcluded Natiorvr 0 Barclays Co-0n3rive Bar, Des, Dt Habfay HS8C

Liewds Bank, MatvWest. Santander and TSE. Joirt top for brand consideration with Haifan

- Sucial irvestrrent statements on this paga have besn assured to ISAE 3000 standard by Corporate Citizenship, an externat Corporate Respansibibty Consaitancy The ascurance statement 1 availatre on nobatwite o uk

3

Everyone should have a place fit to call home

Looking out for tenants

‘We continue 10 take concrete steps to make our communities better places
ta live and worl,

In 2007 cur members voted to commit at least 1% of pre-tax profit to
charrtable activities each year, In 201B/18, we invested £10.6 million in
community projects through the Nationwide Foundation (an independent
charity which we fund), our own social investment strategy and a range
of local initiatives.

Our social investment 15 aligned with our founding purpose of helping
people into better homes. Since launching our strategy, we've established
11 Cornmunity Boards covering the whole of the UK, each made up of
Natiorwide members, colleagues and local housing experts. Each Community
Board has the power to award housing-related Community Grants, and
local members have the final say over which projects we support.

in the last year, we have made grants totalling £3.9 milfion fo over 100
housing-related charities or projects. Our funding has helped oiger people
ive Incependently for longer in Scotland, supported homeless young
people in Gloucestershire to rebuild their lives, and has supperted young
vulnerable people in Wales through funding for 2 new helpline.

We have applied for planning permission for our Dakfield development,
which will trensferm 2 brownfield site creating the start of a community
of 239 new homes, including 2ffordable housing Through the support of
a community organiser, local resldents have helped shape the plans fo foster
neighbourliness through shared gardens, extensive places to meet and
play, and & community hub. We intend to share what we learn to encourage
other responsible businesses to da more as part of our commitrment to find
local solutions to the national housing shortage.

We are also working with two housing and homelessness charities. We have
supported Shelter since 2007, pant-funding its national helpline, donating

£5 for every new mortgage taken out and supporting its Christmas campaign.

We're also working with St Mungo's, to provide our branch colleagues with
the tocls and knowledge they need to provide 2 compassicnate response
to rough sleepers locally.
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E_cc:a one fifth of people in the UK ive in privately rented homes and we're

using eur expertise and influence to improve the quality of these homes,

In 2017, we established a cross-industry Partnership Board made up of

mamzﬁmaa and charities representing tenants, andiords and agents. This

is now developing a coherent strategy for the sector. It also backed a Private

Membes’s Bill to allow tenants bring claims against landiords for poor quality

homes and succeeded in widening access to the rogue landlord database. m

Unlocking financial capability

There are around 13 million people in the country who are coping financially,
bt only just keeping their heads above water. We believe Open Banking
could help transform the fives of these people and launched a £3 million
Open Banking for Good challenge to the financial teckhnology community to
develop apps and other services for them. We received over 50 applicaticns
and hiave shortiisted seven firms who we are working with closely to
develop sclutions in three zreas: heiping people understand their income
and expenditure; smoathing irregular incomes, for example, in the flaxible
“glg’ economy; and manage their money and debt. Our funding will nelp
bring the most successful solutions to market.
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The Nattionwide Foundation -

]

<
-

are-tax profits to the Foundation - £2.4 million in mo,_m 19 - as part of the 1% of pre-tax profits we give 1 Jooc causes.
e

e lr\(r\.
The Nationwide Foundation’s vision is that evervorie in the U< should have access 10 a decent. afiordabe 1oz, 2ng 5 ~ee
three nrogrammes fo help achieve this ambition:

The Nationwide Foundation is an independent chanly set up 2y ihe Society in 1997, Each vear, we give ©.23% o7 Natigm /=

]

Nurturing ideas to change the housing system
- to protect and create decent affordable homes

JeCL N,

The Nationwide Foundation is suppogting an organisation in Knowle Wast, Bristol, to find ways to use
ricrosites - such as land in large back gardens, betweer buildings or grassed verges - to build up to
350 new homes for local residents. The Foundation is also funding the Affordable Housing Commission,
to ensure more genuinely affordable homes will be created in England

o R

b

Backing community-led housing
- helping local people take control of their housing

The Nationwide Foundation 15 helping community-led housing schemes get off the greund by
funding work that seeks to make public land widely available and accessible to community-led
housing orgamsations. It is also supporting work explering the health and wellbeing benefits
of Hiving in community-led housing in Wales.

Transforming the private rented sector
‘= -to provide affordable, decent homes for tenants

¥

The Natlonwide Foundation funded a landmark review of the private rented sector in England, which
pravided robust insights and eviderce. Housing experts, politicians and charities welcomed its launch
in 2018. Academics at the University of York conducted the review, ndependently analysing private
rented housing, including how policies have changed the sector over the last ten years.
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Outlook

Yhite tne UK economy has slowed over the fast few years, it has proved more resilient
than rany expected, with continued healthy gains in empioyment and a gradual rise
in earnings contributing 1o solid rates of household spending.

We expect 2conomic activity to continug to rise at a modest pacg in the
near term, wich may nean a small rise in the unemployment rate from
recant 43-year lows, with interest rates remaining dose to current levels
over the next few years. We anticipate that economic activity will then pick
up once Brax t u-certainties fade and the UK's trading relationship with
the EU becarries clearsr.

We expect Jemznc in the housing market to remain fairly subdued, close
te recent lesds, bafore strengthening once the wider ecoromy gains
rromenturs. Jepocit growth is lTkely to rise by around 4% per yaar, a little
stranger thar that -ecarded over the past two years.

In our own business, we will continue to make balanced decisions in the
long-term interests of members and the Society as a whole, We expect
ouT core mortgage and savings markets to remain competitive, with

2 continued narmowing of our net interest margin, and wiil continue our
focus on delivering good long-term value for borrowers and savers.

Our financial strength has enabled us to commit to ongoing investment
in technelogy with the confidence that we can continue to support our
members now and in the future as we have done for the tast 135 years,
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Risk Overvisw

Nationwide takes a prudent 2pproach 10 risk management. We keep our members’ maney safe and secure by aligning aur risk appetite with our strategy. To ensure risks are man
Risk Management Framework, which sets cut the minimum standards and pracesses for risk maragement. Further detail is included on page [107] of the Business and Risk Report.

Top and Emerging Risks

aged consistently, we operate an Enterprise

Whilst the risks that Nationwide runs are broadly stable, the threat posed by the external environment has heightened over the past year. Nationwide has raspended to these threats through our strateqy as described helow
Additional information on these and other top and emerging risks, as well as a description of the principai risks and uncertainties we are exposed to through our business model, can be found in the Rusiness and Risk

Report on pages (102 to 107].

Political and Economic Environment

Nationwide's core markets are naturally exposed to any downturn in Em. UK's
economic conditions, Econemic risks remain :ma.zm:ma due to uncertainty
surrounding Brexit and the wider geopolitical environment.

Cur strategic response

« Maintaining streng capital and liguidity surpluses over regulatory
minimums with a CET1 ratio of 32.4%, UK leverage ratio of 4.9% and
hawidity coverage ratio of 150 2%.

s Undertaking robust internal and regufatory stress tests, including the
2018 Bank of England stress test in which we maintained capital ratics in
excess of regulatory expectations.

Technology (incorporates Managing Change and Cyber Security)

Our members are increasingly demanding always-on and intuitive digital
services, This increases demand on our systems and the volume of data that
must be managed securely and reliably.

Our strategic response;

s investing an extra £1.3 billion over five years into our technology e
improve services and minimise the risk of disruption to members.

« nvesting in cyber security, evolving our contro!s across both new and
existing technologies to protect our systems and customer data from
more complex attacks.

Competition

Competition has intensified as newly ring-fenced banks have increased ther
facus on our core markets. Meanwhile new market entrants, com peting
primarily via digital channels, are seeking to exploft new technalogies to
revolutionise how customers use and access existing products and services,

Cur strategic response,

+ Diversifying our products to better meet custorner needs through
initiatrves such as Later Life Lending and Nationwide for Business.

s Committing to maintain our branch presence and investing £350 miilion
over five years to improve the experience in branch.

+ Partnering with fin-techs to develop next-generation technologies

= Investing an additional £1.3 billion 1n technalogy over five years to ensure
we continue 1o meet our members’ needs,

Regulation

The regulatory environment continues to evolve with a focus on providing
confidence in UK financial services and ensuring specific markets are operating
in the interests of and delvering value for customers,

Our strategic response.

* Asamutual, our business model focuses on building long-term
relationships rather than generating profits or sharehalder dividends.

= Working with regulaters and the industry to deliver fair outcomes to our
members, and meet all regulatory obligations.
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UK withdrawal from the European
Union

in April 2018, the UK Government and the Eurogean
Union agreed to delay the UK's departure from the
European Union untit 31 October 2019 unless a
withdrawal agreement is agreed.

As Natiomwide's business made! is primarily focused
in tha UK, the Society has limited direct exposure 1o
the EU.

However, Naticnwide is exposed to secondary
impacts, particularly volatility in the UK econamy and
financial markets given the uncertain nature of both
the implementation period and the future retationship
between the UK and the EU.

We have responded by considering a range of
potential outcomes, including leaving without a deal,
through aur stress testing programme and preparing
for alternative econamic autcomes.

We confinue to monitor closely and analyse political,
aconomic and regulatory developments to ensure we
remain well positionec to respond to any potential
shocks and minimise any disruption for our members
and staff,



Financial review

“Nationwide concluded 2018/19 in a position of financial strength with demonstrable momentum in trading performance. This reflects our confinued
commitment and focus on offering good value products, and better service for our members, whilst maintaining capital strength.”

In smmary

An advantage of being a building society is that we can choose how we utilise our resources in order to deliver more long-term value and better services to our members. During the Underlyi fit:
year we have continued! to be guided by our Financial Perfarmance Framework on how we distribute value to members, invest in the Society and retain profits. As signalled by our hderlying profit
technology investment announcement in September 2018, a programme of investment has been initiated which will target the simpFification of our [T estats, together with m m m m
enhancement of our tigital service and data capabilities, over the next five years. During the year we have recognised 2 charge of £227 million from asset write-offs and additional

techinology investment.

(2018: £977ov)
As a mutual we continue to aim to optimise, not maximise, profit and offer good long-term value to our members. For the year ended 4 April 2019, we delivered a member financial
benefit of £705 million (2018: £56C million), demonsirating the competitive preducts and services that we offer our members. I ine with expectations, unterlying profit reduced Statutory profit:
by 19% to £788 million (2018: £977 million) and staturtory profit before tax reduced by 15% to £833 million (2018: £977 million), largely due to the impact of asset write-offs and our
wvestment in technalagy. This leve! of profitability maintained our capital strength, with our UK leverage ratio remaining at 4.9% (2018: 4.9%), well in excess of current and m mww M

anticipated regulatory requirements.
(2078: £977m)

Notwitihstanding the continued uncertainty in the external environment and competitive market conditions, trading performance for the year has been robust with cur strongest
ever gross lending at £36.4 billion (2018: £33.0 biliion), and a growth in member deposits of £6.0 billion (2018: £3.5 billion), reflecting the suczess ef our Single Access ISA, Loyalty

154 and an increase in current account credit balances. UK teverage ratio:
G,
chieving sustainable cost savings and em ing efficiencies remains a priority for the Society. We continue to make good progress with our efficiency programme, with a . &}
Achievi stainabl | d embedding efficienci i iority for the Society. We conti 00 ¢y prog ) further L.@
£103 million of in-year sustainable saves being delivered during the year. On 2 cumulative basis, including the full year benefit of sustainable saves deiivered over the last two years,
we have now delivered approximately haif of our target of £500 million of sustainable saves by 2023 {2018: 4.9%)

On 5 April 2018 we implemented IFRS 9 ‘Financial Instruments'. The total impact on members” interests and equity, net of deferred tax, was a reduction of £162 million. There has
been no restatement of comparatives following adeption of {FRS 8. Where useful for the interpretation of balances or movements, we have highlighted the impact on the Group's
balance sheet and members’ interests and equity at 5 April 2018,
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Financial review (continued)

Income statement

Underlying orofit represents management’s view of underlying perfarmance. The components of undertying proiit have been changed during the year to reflect more appropriately ongoin
now ncludes the bank levy and FSCS management expenses, which were previously excluded. For the year ended 4 April 2019 this decreased underlying profit by £45 millien (2018; £45
profit continues %o exclude FSCS costs arising from institutional faiftires, and gains or losses from derivatives and hedge accounting.

g .u_._mammm performance. As a result, underlying profit
millhon). Comparatives have been restated. Underlymng

Underlying and statutery results {note i) Net Interest Margin:
Year to Year to

4Apri2019 4 Apni2018 T NNo\o
i £m £m (2018:1.31%, note i)
Net interest income (note i) 2,915 3,004
Net ather income (note ii 255 128 Underlying Cost Income Ratio:
Tatal underlying income 3370 3732 o
Underlying administrative expenses (2,254} {2.024) j .|_ Mu
Impairment losses (113) (*05) 2018: 64
Underlying provisions for iabilites (15) (26) (2018: 64.5%)
Underlying profit before tax 788 977
Financial Services Compensation Scheme (FSCS) (note i) 9 1 -
Gains/ (lsses) from cerivates and hedging accounting (notas i, ) 36 0 Statutory Cost Income Ratic:
Statutory profit befare tax } X ) 833 gn NO .W nxu
Texation . (215} (232) 18 .
Profit after tax 618 745 (2018: 64.6%)

Notes
\ Under IFRS 9, the recogrition and measurement of expected credit losses differs from under 1AS 39. As prior peried amounts have not been restated, impairment losses on foz s and advances in the comparative period remain in accordance vath [A5 39 and are therefore not
directly comparable with impairment losses recorded for the current period !
1. The opportunity s been taken to reclassify certain itemns previously included within net interest income ta raflect battar the nature of the transactions, As a resuf. gains and losses recognised on the disposal of investment securies classified as FVGC] (2019: avanzble for sale) 2re
now presented within net cther income. . IV
w Within statutory profit:
o FSCS costs ansing from instrtutbional fatlures, are included within provisions for abifities and charges
«  Gansfrom dervatves and hedge accounting, are presented separately within totzl income,
w.  Although we only use darivatives to hedge market nisks, imcome statement volatility can stil arise due to hedge accounting ineffeciiveress or because hedge acoounting 15 either not applied or is not achievab
fully reflect the ecanamic reality of the hedging strateqy

. This volatiity is largely atrihutable to accounting rules wh ch go not

Total income and margin

As anticipated, net interest incame has decreased, reducing by 3% to £2,9'5 million (2018: £3,004 million) due to iower mortgage inceme, reflecting sustained market competition and angeing attrition of base mortgage rate {BMR)
balances. Net interast margin (NIM) has therefore reduced to 122% (2018: 1.31%). We have continued 1o make conscious choices to defiver value to aur borrowing members through attractive rates, with the average rate paid by cur prime
mortgage members reducing during the year to 234% (2018: 2.45%), The availability of low rates on new mortgages has encouraged product switching and refinancing, with £26.5 billion of prime mortgage customer balances having

switched to a new Nationwide product in the year (2018: £24 billion). Our legacy BMR balances have continued to run off during the period and as at 4 April 2019 were £18.1 billion {4 April 2018: £22.7 bill ).

The negative mpact to NIM from declining mertgage margins has been partially offset by low savings rates. We have continued to mznage savings pricing i line with our commitment to provide good long-term value for members. During
the year depositars have continued to earn average rates mere than 50% higher than the market average1. We expect market conditions to remain competitive, and praduct switching and BMR balance atirition to continue m hne with recent
experience. We anticipate therefore that our reported NiM will continue to trend lower in the year ahead.

Met other income has increased to £255 million during the year (2078: £128 miltion), predominantly due to the prior year including a £116 million charge in relatian to a debt buy back exercise.

| Market averdge interast rates are based on Bank of England whole of market average interest rates, adjusted {0 exclude Nationwide’s balances
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Financial review (continued)

Member financial henefit

As 3 building society, we seek to maintain our firancial strength whilst providing value to our members through pricing, propositions and service. Through our member financial
benefit, we measure the additional financial value for members from the highly competitive mortgage. savings and banking products that we offer compared to the market. Member
financial benefit is calculated by comparing, in aggregate, Nationwide's average interest rates and incentives across morigages, savings, current accounts, personal loans and credit
cards to the market, predominantly using market data provided by the Bank of England and CACI. The value for indwidual members will depend on their circumstances and product
choices.

We guantify member financial benefit as:

Qur interest rate differential + incentives and lower fees

Interast rate differential

We measure how our average interest rates across our member balances in total compare against the market over the period.

For our two largest member segments, mortgagas and retail deposits, we compare the average member interest rate for these portfolios against Bank of England and CAC
industry data. A market benchmark based upon the data from CAC is used for mortgages and a Bank of England benchmark is used for retail deposits, bath adiusted o exclugie
Natiomwide balances. The differentials derived in this way are then applied to member batances for mortgages and deposits.

For unsecured lending, a similar comparison is made. We calculgte an interest rate differential based on available market data from the Bank of England and apply this to the total
interest bearing batances of credit cards and personal loans.

Member incentives and lower fees

Our member financial benefit measure also includes amounts in relation o higher incentives and lower fees that Nationwide offers to members. Our calculation includes annual

amounts for the following:

» Mortgages: the differential on incentives for members compared to the market

» ‘Recommend a friend": the amount paid to existing members, when they recommend a new current account member to the Society

»  FlaxPlus account: this current account is considerad market leading against major banking competitors, with a high level of benefits for a relatively smatler fee, The diffarence
between the monthly account fae of £13 and the market average of £17 is inclutied in the member financial benefit measure.

For the year ended 4 April 2019, this measure shows we have provided our members with a financiai benefit of £705 millicn (2018; £560 million), This demonstrates that we
continue to offer good long-term value preducts to our members in both the mortgage and deposit markets, despite strong levels of competition.

Member financial benefit is derived with reference to available market or industry level data. No adjustment is made to take account of factors such as customer mix, risk appetite
and product strategy, due to both limitations In the availability of data and to aveid bias from segments in which Nationwide may be under or over-represented. On an ongoing basis
we will continue to review our methodology to ensure it captures all the key elements of the financial benefits we provide 10 bur members, where data is available.
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Financial review ‘continued)

Administrative expenses

Administrative expenses include the impact of technology asset write-cffs and incremental expenditure associated with our technology investment announced in September 2018 The investment programme incorparates £1.3 tififon of
incremental expenditure to be incurred over five years, tergeting the enhancement of our digital services and data capabilities, together with a simplification of our technology estate. During the vear we have recognised a a:.mﬂmu of f
£227 mllion, comprising asset write-offs and impairments of £115 million, combined with expenditure which relates directly to our technology investment of £112 million. T

Excluding this charge, our cost base is broadly flat. Our continued focus on efficiency has m_as.w.a us G &..8% inflation, volume growth and the impact of prior year investment. Beyand our additienal techrols investmen

continue to make ongoing investments in supporting the Jong-term interests of aur mermbers, including Improving member service and propositions, bath in branch and through digital channels, and smmﬂ:%w\mmc_mﬁoe amw mﬁwﬂ%mu we

Athisving sustainable cost savings and embedding efficiencies remain a priority for the Society. We have delivered a further £103 miltion of new in-year sustainable saves during the vear, On a cumulztive basis. including the ful i
sustainable saves delivered over the last two years, we have now delivered approximately half of eur target of £500 millior: of sustainable saves by 2023, This has been achieved through a range of intiatives 5% are ,ﬂonwmmw on ﬁﬂmﬁ eneit ot
development of digital capabilities, organisational design, third party savings, process improvements, simptriication and elimination.

Qur unglerlying cost income ratio has increased to 71.1% (2018. 64.6%) largely due to the impact of the asset write-offs and expenditure directly related to our technology investment programme.
impairment losses/(reversals) on loans and advances to customers

Impairment losses/(reversals)

Year to Year to

4 April 2018 4 April 2018

. £m m

Residential lending a7 1
Consumer Banking L . . 14 97
Retail Lending 97 08
Commercial and other lending 16 m
Impairment lesses on loans and advances n3 107
Impairment Josses on investment securities _ @
Total o 13 108

Note:
Under IERS 9, the recognition and measurement of expected credit lesses differs from under |AS 3. As prior period amounts nave not been restated, impacrment icsses i the comparative penod are not comparable to impairment losses recorded or the current perioc

Impairment losses have increased by £8 million to £113 millor (2018 £105 rillion), Despite this increase 1n impairments the underkang portfolio performance remains strong,

Retall iendling impairment losses remain at historically low levels with the £17 million reversz] (2018: £11 millien charge) for the residential lending book resuilting from improvements to the modelling of refinance risk on interest only loans and
updatec economc assumptians, The increase in the cansumer banking impairment charge to £114 million (2018: £97 miion) includes addtional provisions against the credit card pertfolio relating to borrawers cansidered 16 be in persistent
debt (explained in the Credit risk ~ Consumer hanking section of the Business and Risk Report). Notwithstanding this increase, delinquency levels on the consurner banking portfolic have remained fow duri ng the year.

During the year commercial loan impairments were £16 million (2018: £1 million reversaf) due to increased credrt risk associated with two individual loans, with the averail portfolio performanca remaining robust.

Provisions for liabilities and charges

We hold provisions for customer redress to cover the costs of remediation and redress in relation to past sales of financial praducts ang engoing administration, including non-compliance with consumer credit legislation and other regulatory
requirements. The net charge of £15 million {2078: £26 milfion) reflects cur latest estimate of our customer redress liabilities. Mare information is included in note 27. 4

Taxation

The tax charge for the year of £215 million (2018: £232 millicn) represents an effective tax rate of 25 8% (2018: 23.7%) which is higher than the statutery UK corporation tax rate of 19% (2018:19%). The effective tax rate is higher due to the
B39 barking surcharge of £37 million (2018- £43 million) and the tax effect of disaliowable bank lavy and customer redress costs. More information is included in note 1.
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Financial review {continued)

Balance sheei

Total assets have increased 4% year on year to reach £238.3 biflon (5 April 2018: £228.9 billion) with a robust trading performance driving £8.6 billion of net mortgage lending (2018: -
£5.8 billion). This fi2s been supported by strong growth in retail funding flows, with member deposits growing by £6.0 billion to £154.0 billian (5 April 278: £148.0 billicn) and our Liquidity Coverage Ratio:
market share of UK deposits increasing slightly ta 10 1% (31 March 2078:10.0%). Of the growth in member deposits, £4.6 billion is attributabie to an increase in savings balances largety ‘_ C,

reflecting the success during the year of accounts such as our Single Access ISA and Loyalty ISA. m O M \O

(2018: 130.3%)

Assels
4 April 20019 5 April 2078 (note i) 4 April 2018
. . Em % £m  _Im % Retumn on Assets:
Residential mortgages (note i) 186,012 93 177,303 92 177,299 92 o
Commercial and other lending {note fif) 9,118 5 10.640 [ 10,645 5 O .Nm \O
Consumer bianking . ) 4,586 2 407 2 4107 2 (2018: 0.339
199,716 100 192,050 e 18205 “log :0.33%)
Imparmentprodsions (665) (629) (458)
Loans and advances to customers 198,051 19421 T T iges -
Other financial assets 36,709 34877 34,912
Other non-financial assets i 2,541 2,635 2593
Total assets 238,301 228,937 229,098
Assetqualty ~ L % %
Residential mortgages (note ii}: T -
Proportion of residertial mortigage accounts more than 3 months in 043 043
arears
Average indexed loan to value (by value) 58 56
Consumer banking'
Proporticn of customer balances with amounts past due more than 135 156

3 manths {excluding charged off balances) (note iv}

Notes.

Balances as at 5 April 2018 reflect the impact of applying 1FRS 9 'Financial Instruments’,

Residential mortgages Irciude prime and specialist loans, with the specialist portfohe pnmarily compnsing buy to let lending,

Comemerciatand other lending now exclude balances held with counterparties which are instiuticns similar to banks, These balances are now reparted in Leans and advances to banks and similar institutions
information on the sarne basis, Further details are included in note 1 1o the financial statements.

iv. Charged off balances relate to accounts which are closed to future transactiors and are hekd on the balance sheet for an extended period (up to 36 months, depending on the product) whilst recovery procedures take place.

{Other finanoal assets line), and camparatives have been restated to disclose

Residential mortgages

UmmU te co ﬂmn_w ve market conditions, total Qross ma "mmﬁm end g for 4 € year was £36 4 billi HN 33.0 u 3 g y g gag 9 g y
moou Aozu.ﬁmﬁq_ value we continue to offer, O arket shai of prime 30_-6&@» gross le ﬁ_:m as at March 2019 has grown to 13.4% ANO B:12.8%) As3 esult, total net mo 6 ge iel 8] .
that contir T, UUT share v t 2 ng 1o the year increased U< £28 t0£8.6

Arrears performance has remained stable during the year, with cases more than three months in arrears at 0.43% of the total portfolio (4 April 2078: 0.43%). The avera i i i

. ! . ! - | 2 0. 3 ge LTV of the portfolio has increased during th 4
2018: 56%), qmwma_:a new ending, offset %0 a lesser degree this year by house price growth across the whole portfofio. impairment provisions have decreased to £206 million (5 Apeil 2018: £235 million} largely mcmﬂmwﬂw:”m% %:.wﬂﬂ%
legacy, higher risk portfolios combined with refinements to our provisioning methedology. ’
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Financial review (continued)

tommercial and other lending

During the vear commercial balances have decreased by £1.5 billion to £3.1 billion (5 April 2018: £10.6 billion). As previously reported, our commercial real estate (CRE) portfolio is closed to new busi
CRE balances have reduced during the year by £0.4 illion to £1.4 billion (5 April 2018: £1.8 biliton). Impairment provisions have increased to £41 million {5 April 2018, £29 million) due to mzqmmww_mm_nﬂm%ﬁm_.ﬂmﬂ ncqm.am%a i rur-off. As a result,
loan exposures. Notwithstanding this increase in provisions, the overall book parformance remains strong and our exit from the commercial real estate market continues to be carefully managed associated with two indwidual

Given deleveraging activity In pravious financial years, the overall portfeli is increasingly weighted towards registered social tandlorcs with batances of £6 0 billion (5 Aprt 2018: £6.8 b g =
April 2018: £0.9 billion). The reduction in our registered social tandtord book iargely reflects early redemptions of loans by housing associations. Ao 5.8 billion) and project finance with balances of £0 8 billon (5

Consurner banking

Consumer banking balances have grown by £0.5 billion to £4.6 billion (5 April 2018: £4.1 billion). This balance growth was driven by a recerd £1.8 billion of personal loan lending d . i
headline rates in March 2018 and changes % extend our [owest pricing to more members from January 2015 P 9 during tne year (2076* £1.3 billion) follewing the recuction in

Other financial assets

Other financial assats total £36.7 billion (5 Apnl 2018: £34.8 billion}, primarily comprising hquidity and investment assets held by our Treasury funiction of £32.7 billion (5 April 2018: £30 8 bi ; . p
£3.6 billion (S April 2018; £4.0 billion) Derivatives relate primarily to interest rate and foreign exchange contracts which economically hedge financial risks inherent in m”oau_m:uim _m_.a %:wﬁ%w%ﬂm_mm_‘zmgém with positive fair values of

Our Liquidity Coverage Ratio has increased during the year to 150.2% (4 April 2018: 130.3%) fargely due to the pre-funding of future wholesale funding maturities combined with a reduction i stressed collateral requirements We con

manage our hquidity in accordance with our risk appetite. which is more prudent than regulatory requirements, Further details are ncluded in the Liquidity and funding risk section of the Business and risk report finue 20
Members’ interests, equity and Yiabilities Wholesale funding ratio:
4AprAl2019  SAPri2018 4 Apni 2018 )
{note 1) Nm . m Oku
£m fm £m (2018: 28.2%)
Member deposits 153,969 148,003 48,003
Debt securities in issue 35,942 3418 3418
Other financial liabilities 33,755 33773 337
1,466 1402 140
Total liabilities 225,132 215,696 216,685
Members'interestsandequty 13,169 12241 12,403
Total members’ interests, equity and _mmg_ﬁm@n 238,301 228,937 225,098
Note:
L Batances as at 5 Apnl 2018 reflect the impact of 2pphang IFRS 9.
Member deposits

Member depasits have increased by £6.0 billion to £154.0 billion (4 April 2018: £148.0 billion) largely reflecting the success of our Single Access and Loyalty ISAs, combined with higher current

v ! : account [ . :
market, we have slightly increased our market share of deposits as at March 2019 10 10.1% (2078: 10.0%). Qur market share of main standard and packaged current accounts grew mo 8.0% (2018:7 mwvﬁfmmm wm wﬂmﬂ m_wmﬂ M_Mﬂwﬂm_mﬂm ”
account spenings increasing during the vear t016.2% (2018:15.8%). - 2Tl ! New curren

Debt securitias in issue and other financial liab!

Debt securities in issue have increased during the year by £1.8 biltion to £35.9 billion {5 April 2078: £34.1 biltion) largely due to whelesale funding 1ssued in order to finance our core actwities. Other financial liabilities 1ave increased by£06

ot £33 8 billion, (3 Anal 2078, £33 2 hulben) nrimanly due to issuances of debk during the year in arder 1o meet the minimiuen, reowiremment for owen funds and digithe 'eioiities T i | .
risk section of the Business and risk report. L s, Partnes veftaits are inciuded in the Lquaiy and funding

Members' interasts and equity
Members’ interests and equity has increased by £1.0 biilton to £13.2 billion {5 April 2018: £12 2 billion) largely reflecting additional retained profits and an increase in the cash flow hedge reserve.
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Financial review (continued)

Statement of comprehensive income

Statement of comprehensive income

Year to 4 April 2019 Year ta 4 April 2018

(note i} . e £m £m
Frofit after tax 518 745
Met remeasurement of pension obligations 153 2
Net movement in cash flow hedge resenve 328 )
Net movernent in fair value through other comprehensive incoma reserve (12) -
Net moverent in available for sale reserve . kj
Other ltems X . [Y)] 1
Total comprehensive income 1,086 608
Note

I Movernents are Shinvn net of ralated taxabion.

Further information on gross movements in the pension obligation and movements in the cash flow hedge reserve are included in notes 30 and 7 respectively.

Financial Performance Framewark

As & mutual, we aim to optimise, rather than maximise, profit and retain sufficient earnings te suppert future growth, sustain a strong capital position and allow us 1o invest | i i

. i y e . n th :
members demand. We have used the most recent guidance from aoc_msa regarding the maximum expected capital requirement for Nationwide to develop our Finane v_mlomw%ﬁmwwmﬁ Mw%mm qﬂ__m w_.m&:am mma services that our A
will llow us to calibrate future performance and halp ensure that we achieve the right balance between distributing value to members, investing in cur business and maintaining our financial mqmas MevOr proides parameters which

One of the mast important of these parameters is profit, management of which is a key component in maintaining Nationwide's capital strength. We believe that a level of i .
d o " A . . . unde, :
anaum over the medium term would meet the Board’s objective for w.cﬂm_:mc_m capital strength. This range will vary from time to time, and whether our profitability a__mEﬂngﬂwﬂwmmmﬁﬂwmwﬂow ﬁmaz wo.m*. o g3 u:_g .
depend on & number of external and nternal factors, includirg conscious decisions to provide value to members or to make investments in the business. It should not be construed as a forecast m ?. _ME szz onyear o perid
prafit for any financial year or perfod within a financial year ecast of the likely level of Nats

onwide's underlying

We ramain committed 1o our Financial Performance Framework, Our profit for the year ended 4 April 2019 reflects conscious decisions ta increase investment at a ti i i
advancement is offering new opporturities. We are satisfied that this parformance is in line with the framework. atime when members needs are changing rapidly and technology
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Non-financial information continued

Our policies continued

o.mm m:_u_oxm,ﬁ

Board Compositian and Succession Policy

Additional information is indluded in our Report of
the directors on corporate goverTance on page
nay.

Code of Conduct Policy

Eqquality, Diversity and nclusion Policy

Additionat information fs included in our Building
PRIDE update on page [23].
Socalmatters
Our social purpose and commitment to our
communities

Additional nformation is induded in our Building
National Treasure update on pages [24-25]
domenrights
Slavery and Human Trafficking

Additional imformation Is included in our Savery
and Human Trafficking Statement avaflable on
nationwite,co.uk

Anti bribery and anti corruption

Anti-Bribery and Corruption

Additional information is included in our Anti-
Bribery and Corruption policy statement available
ort nationwide.co.uk

"It is 135 years since our business was founded - with a social purpose at its heart. This social pu

The Board Composition and Succession Policy ensures the Board comprises persons who zre fit and proper to direct the Society's business, and sets outt the approach to diversity 1

the senior leadership popufation (Board, executive leaders and their direct reports). The Society has committed to increasin i

: : ) i ) g female representation to 33-35 2

semior mmmum_”msa .ooum._mﬁ_o? The g alsg Sacnmm.m target of am,?mmz 8% 1o 15% for BAME representation across the seniar leadership population, ._.smmmwwwm% MM MMM.QMMMMM
by Emh__mn_._m#%. Diversity and Inclusion Strategy and action plans, which are refreshed annually and against whick progress is reported to the Nomination and Governarice Committes
annually.

The Code of Conduct Policy outines the standards of conduct and behaviour that Naborwide expects from its employees. We want to ensure that Naticrwide is 5 worl
: ! ; I . ensure that Natiorwide is a great place
for all our employees and we are committed to promoting a cutture of honesty and Integrity across Nationwide which enables our pecple to do the right thing amoE nwmaz.ﬂﬁwhoﬁx

Our mutuality 2nd fundamental commiment to valuing everyone defines and differentiates us. We are committed to being a fair employe B e e Lo
a supportive cutture of equality, diversity and indlusion for cur employees, customers and third party business partriers. ? FICHET freating everyone equally and promating

j ! rpose, helping people into homes of their own, motivates Us still today. By helping
peaple save, buy hames. and manage their money .mn_,_nﬁ:c,s s_m,:m_u people bulld secure and happy lives 2nd comrunities. We've awarded Community Grants 66:.5% mwv.w Mm”mw
{o more than 100 housing-related projects and we're working with Swindon Berough Council to tlevelop a multi-generational community of 239 homes. .

Section 54 of the Modern Slavery Act 2075 (the Act) requires certain commertial organisations, inciuding Natiorwide, to state on their website how they are tackiing the fisk &f
Slavery ACt 2015 : 3l org \ \ ey are tackling the risk of

slavery ma.gn ﬁm.ﬁw_sm in their business o supply thains. Each year, Nationwide produces its statement in accordance with the Act which 9&5% the steps wa ssnm »M_Am:

and the policies we have n place to tackle the risk of modem slavery. One of these policies is the Third Party Code of Practice, which we ask all of our 1,200 suppliers to commit to

In addition, Nationwide's Code of Corduct details our employees’, temporary workers' and contractors’ objigations in relation to tackiin ionwide’
Whistleblowing policy offers colleagues a confidential channe to flag concerns. g modern slavery.Natiomwices

Bribary and corruption is 2 risk for organisations across the wiorld, and  collaborative approach across governments, law enforcement agencies and busingsses i tackle the

issue. Nationwide is bound by the laws of the UK, including the Bribery Act 2010 which concerns conduct both 2t home and maam%._.:m mmommﬂm wcmﬁzﬂwm_wﬂﬂmw%%mm_ﬂﬁ

gzm.ma and _.amm_‘_q inall of our business m&.s%m msa. to promoting an anti-ribery and corryption cutture across the Group, Nationwide takes a zero tolerance approach to bribery

andis Saﬂﬁn tp implementing ma‘mzaﬂn_:u effective systems, and risk-based controls and procedures to counter bribery and corruption. These controls and procedures include

wwmo“m:wh_n.mﬂoa programme, staff training and awareness, a confidential whistie-biowing procedure, and monitoring and review of the enti-bribery and corruption pelicy and other
E) ICIeS.
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Non-financial information

Measurement and reporting of non-financial matters is important for us to get a full picture of our performance. As a responsible business, we include befow
our statement on non-financial reporting. ’

The non-financial reporting requirernents contained in sections 414CA and 414CB of the Companies Act 2006 are addressed below. Although Nationwide, as a building society, is not i
seek to apply its requirernents where appropriate. g sockety, is not required to follow the Companies Act 2006, we

i Msch S
Businass model ~ Our business model and informatior on how we do business differentty Strategic report - Wno we are and what we do .
Key performance Qur KPls set out how we are doing on service, value and strength Strategic report - Our KPls
indicators r2)
Key risks Qur key risks and their management Strateqic report - Risk overview
Our Policies Our key policies and statements of intent are in place ta ensure consistent governance 0n environmental matters, See below (273

our employees, social matters, humnan rights and anti-bribery and cerruption

Qur policies
Environmental matters

We're the world's largest building society, se #'s only natural we play 3 partin shaping the communities and places we belong to. We know we must do more than meet legal and regulatory requiremen

we affact the environment and always aim to do better. And we're encouraging everyone - our mambers, suppliers, contractors and other stakeholders - to do the same, 5, wie must redL.ce the ways

Our environmental targets for 2020, which were set in 20T, have already been met or exceeded, Already we're a zero landfill business with all our waste either recycl

: P ed or used for ener, 4
ranawable seurces - we're proud to receive over 50% from a Solar Farm Power Purchase Agreemnent, and we've offset our total carbon emissicns by funding Smganwozmq projects at gomm“.ﬁmw.mﬂ\ﬂ%mm%:%o“ﬂomﬂ%% mm_mnmwe ts from
ambition 15 t6 look for better, cleaner ways to run our operations and we're now turring our attention to the Conference of Parties (COP 21) two-degree targst set in Paris. : P enai. Qur
The impact of climate risks
Whilst we continue to work hard to minimise our direct impact on the environment, we must aiso assess the impact that global climate change could have on our busmess in the futire

Two types of risk may shape our business: physical risks {which arise from weather-related events} and transitional risks (which come from adapting to 2 ow-carben econom i i ' i
. - N - ). As a building society w
industries adapting to a low-carbon economy, Qur core business is to help members buy houses and physical risks mainly arise in our mortgage portiolios. We welcome the aunogamameom_m of .Sam mﬂmw_mm Mmmﬂwﬂmwmwwmw mow ’

Climate-related Financia! Disclosures (TCFD) and are assessing how we an best implement the recommendations.
Governance The Executive Risk Committee and Board Risk Comrittee are responsible for our climate related risks. We are creating an executive committee for R i i
" ] ! A | ) esponsible Business which will be chared by our
Deputy CEQ, Tony Prestedge. This committee will be charged by the Board with estabhishing the Soclety’s responsible business agenda, tracking the Society's !
targets for improvement and reporting back to the Board. e 119 16 Society’ Impactright across ot business, sectng i
Strategy We will cantinue to assess cimate change risks on our business and Integrate how we manage these risks into our strategy. f

Risk Management Over the longer term, risks could arise from more extreme weather events and we are building capability to improve our understandin th thi
. T, ; : ; d g of these risks. We have worked with third party crganisat N
nmn.m_umﬁ_m_ model _Sm,. and mmo_on_.nm_ man %ns_omunm_ expertise, to mocel the impacts of climate change on our property portfolios. Teday we use this capatility 1o protect Bmaa%mmwoaﬂh.wjm_mmws_s
:_.J_:m:au_m ua_u.w;mm and over time this work will allow us to conduct “what if” analysis for different climate change scenarios and enable us to support our members better. To help us manage cﬂmmamﬁ
climate change risks, we assess the potential effects of climate-related financial risks and consider how we can include them in our stress testing and scenario anakysis. .

Melrics We are deveioping our approach to reporting medrics and targets, A summary of our greenhouse gas emissions (GHG) is included in the Directors’ Report on page [99]

We note the racent publications from the PRA and the FCA relating tc the financial risks arising fram elimate change and will work with the regulators as they further develop their approaches to managing and monitorng these risks
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Financial review (continued)
Capital structure

Our capital position hias strengthened during the period with our CETI ratio increasing to 32.4% (5 April 2018: 30.4%) whilst our UK leverage ratio remained stzble at 4.9% (5 Aprit 2018: . )
requirements of 13.2% and 4.0% respectively, which incluce CRD 1V buffers apphicable from August 2019. 9% {5 Aprit 2018: 4.9%). Both remin in excess of the regulatory capital

Capital structure (note i)

4 Aprii 2019 5 April 2018 (note i) 4 April 2018

B i i o £m ‘ m £m

Capital resources o7
Common Equity Tier 1{CET) capltat 10,57 3915 9,925
Total Tier 1 copiat o 1,509 10.907 10,917
Total regulatory capital 14,485 13,930 1,936
Risk weightad assets (RWAs) 32,506 32519 32508
UK leverage exposure 235,147 221,982 22992
CRR levarage exposure i 247,586 236,458 236,468
CRB IV capita) ratios: % % %
CETirato 324 304 305
UK leverage ratio {note in} 4.9 49 49
CRR leverage ratio (nota iv) 4.6 46 46

Notes:

L Data inthe table is reported under CRD IV on an end point basis with IFRS 9 transitional arrangements applied

1 Figures have been adjusted o refiect the impact of applying IFRS 9 from 5 April 2018. Further information is provided i note 37 and in our ‘Report on Transition te IFRS 9: Financial Instruments”, which can be found i

1. The UK laverage ratio (as defired in the PRA rulebook) is caloulatert using the Capital Requirerments Regulation (CRR) defintbon of Tier 1 for the capital amount and the Delegated Act defirition of the Me%oéa BHEM"H%%“_ aMwoar_ﬁ_Mn tral bank

w.  The Captal Requiremants Requlation {CRR) leverage ratio is celculated using the CRR definition of Tier 1for the capital amount and the Deiegated Act definition of the exposure measure and Is reported of an end paint hasis. A Sl contal et fesarves.

The CET1 retio increased to 32.4% {5 April 2078: 30.4%) as a result of an increase in CET1 capital resources, with RWAs remaining relatively stable. CETT capital resources have increased by £0.6 bi imars
the year of £0.6 billion. RWAs remained stable with increased retail lending and treasury refated RWAS offset by run-off in the commercial book and tha implementation of a new credit nmqm _m%:ww_n_umw, Primeri e the profafier tax or

The UK leverage ratio remained stable at 4.9% (5 April 2018: 4.9%), with an increase in Tier 1 capital driven by profit after tax of £0.6 billion offset by an increase in UK leverzage exposyre i i : .
lending of £9 billion, an increase in treasury exposures (incluging counterparty credit risk) of £5 billion, and an increase in other assets of £1 billion, offset by run-off in the noawm_.gwwwwuxwﬁmmw owﬂ_ ﬂﬂcmﬁm ﬁm%mm” HMMMM_% a% ; aHM
Delegated Act definition and ﬁmmioa m%c%@ include central W% reserves. This aiso remaired stable at 4.6% (5 April 2018: 4.6%). On 24 April 2019, Nationwide notsfied investors of ifs intention to redeem s E%saé pa_mm%w?m
1 capital instrument in full, en 20 June 2019. This will reduce Tier 1 capital resources by £992 million, resulting in a 0.4 percentage points reduction in the UK ieverage ratio, to 4. i ; -

40 4 2%, baset on the year end balance shee. ge ratio, to 4.5%. and a 0.4 percentage points reduction in CRR leverage ratio

Nationwide expects to implement new residential mortgage IRB models in 2020, incorporating the changes required by the June 2077 update to supervisary statement 11/13. This is anticipated to i i

1 ! ' A X - 0 increase RWAS,
reductiort in the CET] ratio of appraximately ene third, based on cur reported ratic at 4 April 2019. We expect the CET! ratio to be impacted further by the Basel I reforms which come i"no effect uﬂomﬁwmzmzwmmﬁwﬂ_h w%wMMwﬂ_mso._w%wj
impact of this legislation will supersede the effect of the new IRB models, with an expected recuction in the reported CET! ratio of approximately 45% to 50%, relative to the 4 April 2019 position; however organic earnings through _S. *
transition will mitigate this impact and we expect leverage requirements to remain our binding canstraint based on latest projections. ’ g e

Further details of the capital position and regulatory develepments are included in the Solvency risk section of the Business and Risk Report.
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Board of directors

ieet vour Board of directors
whao were in office ar 4 Aprit ZOI5.
ineluding Albert Hitchcock. whio
is seeking election as non
executive director.

1oday nBalens

FIUBLLIDADG

Audit Committee

U Executive Committee

@ Board [T and Resilience Committee

Nornination and
Governance Committes

H Remuneration Committes
E Board Risk Committee

' Indicates chair of & Committee

Baroness Usha Prashar CBE PC

Non executive director singe January 2017 (independent)

o

Tony Prestedge
Executive director since August 2007

Skills and experience

Usha 15 a highly experienced poficy advisor, with a singuiar mix of insight
across the public, not-for-profit and broadcasting sectors Her wealth of
public and voluntary sector expertise helps Inform Naticnwide's regulatory
perspectives and social purpose. Usha shares the Society's commitment
to contributing o local communities and voiuntary work.

Current external positions

Member of House of Lards

Honorary President, UK Community Feundations

Member, the Home Building Review Panel

Charr, Cumberiand Lodge

Previous positions inchide

Deaputy Chair, the British Counct

Member, European Select Cormmittes

Non executive director, TV

Non evecutive director, the Catwnet Office

Non executive director, Channel 4

Non executive director, Ealing, Hounslow and Hammersmith Health Authority
inaugural Chzirman, the Judicial Appuintrents Commission
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Skilis and experience

Tony combines deep strategic, wransformation, T and operational
experience from over fwo decades In financial services, with a passionate
focus on defivering exceptional service across every mamber touch noirt
withln the Society. Tery is Deputy Chief Executive; his accountabilities
include developing Nationwide's strateqy and driving digital transformation
as well as leading the Society's Relationships and Distribution communty,
This encormpasses branches, contact centres, mobile and digital channels,
mortgage and firancial planning distribution, coliections and recoveries,
member services and interrmediary sales Prior o his current role Tony

was Nationwide's Chief Operating Officar.

Previous positions include

Maneqging Director, Home Finance and Retall Supportand
Operations Cwector, Barclays pic

Director, Woolwich Mortgage Services Limited
Director, Global Home Loans Limited
Director, Gppartunity Now
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soare o, Airacions fontnued

Joe Garner
Chief Executive Officer since Aprit 2016

Skits and experience

Joe has spent his warking life in consumer-facuised businesses, starting his
career with consumer product companies Procter & Gamble and Dixons
Carphane. He fater took on feadership roles first as Head of HSBC's UK retail
and commercial businesses and then as CED at Openreach. Throughout

+is career, Joe hias championed the interests of cofleagues and customers,
believing that locking after both Is not only the right thing ta do, but the key
1o commercial success. Since joining Nationwide, Joe’s mission has been

10 inspire colleagues to remain true to the Society's mon_m._ purpose: using
the power of the collective to improve people’s fives. su. Is passionate about
Nationwide's core purpose of ‘buiiding seciety, nationwide'

Current external positions

Director, UK Finance

Merriner, Financial Conduct Authority Practitioner Panel

Chairman and trustee, British Triathlon Trust

Member, Economc Cnme Strategy Board

Previous positions intlude

CED, Openreach

Deputy CEO, HSBC Bank ple

Head, HSBC's UK Retail and Commercial Business

Won executive director, Financial Ombidsman Service

Lynne Peacock

Non executive director since Juty 2011 and senior independent
director since luly 2016

Gl

Skills and experience

Lynne has an exceptional background in financial services, induding an
exdensive understanding of the mutual sector. In 2ddition to feading two retail
banks and helding a directorship within 3 building society, she has operated
at Board level for over 20 years, overseeing brand development, margers
and acquisitions, change management and business transformation. Lynne
is a strong advocate of mutuality and ts Chair of the tr.stees of a charity for
people with learming disabilities.

Current external positions

Non exeautive director, Serco Group ple

Chair of trustees, Westminster Society for People with Learning Disabilities
Previous positions include

CEO of National Australia Bank's UK business

CEO of Woohwich ple

Non executive director, Jandine Lloyd Thompson Group plc

Non executive director, Soottish Water

Non executive director, Standard Life Aberdeen plc
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Kevin Parry OBE

Non executive director since May 2016 (independent)

aln

Skalls and experience

_@._6 1s a charterad accountant with a distinguished career in financial
services and professional practice, bringing to the Board expertise in
audit, regulation, risk management, and finance. As a former Chairman
of the Homes and Communities Agency, s perspective on housing is 2
valuable asset to the Sociely. He is Chairman of Royal London, the largest
mutual mamcaq inthe UK. He is 3 trustee and farmer Chaireman of the
Royal zm»_.o:m_ QEE:..M SpringBoard Foundaticn, a charity praviding life
transforming opportunities through education to disadvantaged children,
Current extemnal positions

(hairman, Royal Landon Group

Chairman, Intermediatz Capitat Group pic

hlan executive diractor and Chairman of the Autlit and Risk Cornenittee, Datly
Mail and General Trust plc

Tnustee, Royal National Children's SpringRoard Foundation

Previous pesitions include
Chief Financial Officer, Schreders ple
Chief Execuive Officer, Management Consufting Greup plc

Managing Partner, Information Communications and Entertainment,
KPMG LLP

Senior Independent Director, Standard |ife Aberdeen plc
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c

Tim Tookey
Non executive director since June 2015 {independent)

o B i 0

Rita Clifton CBE

Non executive director since July 2012 (independent)

an

Chris Rhodes
Executive director since April 2009

Skills and experience

Tim is a chartered accountant with over 30 years’ experience in finance,
across retail and commercial banking, life assurance and pensions, and
insurance. As a former Chief Financial Cfficer, Tim has the backgreund and
expertise to analyse and test the Society's financial and risk strategies.

Current external positions
Director, Westmoreland Court Maragement (Beckenham) o

Previous positions inciude

Chief Financigl Officer, Quilter ple (previously known as Oki Mutual Wealth
Management Limited)

Chairman, Alliance Trust Savings Limited

Chief Financial Officer, Friends Life Group Limited

Group Finance Director, Lloyds Banking Group

Finance Director, Prudential plc’s UK business

Skills and experience

As a former CEQ and Chalr of brand consultancy Interbrand, Rita is an
acclaimed brand expert. This, and her background in consumer insight, helo
ensure that member interests are central to Board business. Rita has heiped
a wide range of iconic British organisations understand how to use research,
marketing strategy and comrmunications to build sustainable brand value
She is ais0 a cormmitted advocate for ervimnmental and sustainability issues.
Current external pesitions

Non executive director, ASOS plc

Non executive director, Ascential plc {previously known as EMAP pic}
Chairman, BrandCap

Member, Assurance and Advisary Panel, BPs carbon off-setting programme
Target Neutral’

Trustee, Green Aliance

Previous positions include

London CED and Charman, interbrand — Non executive director, Bupa
Vice Chainman, Saatchi & Saatchi
Non executive director, Dixons Retall plc - Member, the UK Governiment’s

Fellow and Trustee, WWF (Worldwide
Fund for Nature}
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Non executive director, Populus Limited

Sustainable Development Commission

Skifls and experience

Chrisisa n:m“.m_mqma accountant with over 30 years’ experience in retait
and commercia! banking, holding senior leadershup roles across finance,
treasury, operations, retail distribution and nsk management This broad
background in financiat servicas means he is ideally placed to quersee tre
development of the Society’s product and services to ensure thay meet
the needs of the Society's 15 million members.

Current external posttions

Trustee, National Nurmeracy

Director, Lending Standards Board

Previous positions include

Group Finance Director, Alfiance and Leicester Group
Deputy Managing Director, Girobank

Board Director, Visa Erope
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Suard of direciors coemnuec

Mitchel Lenson
Non executive director since July 2011 (independent)

% {Charr el a
March 2018)

Mai Fyfield
Non executive director since June 2015 (independent)

ithr

Skilis and experience

After senng the Sotiety for eight years, Mitchel will step down from the:
Board at the 2019 AGM During his termn of office, Mitchel has Ua:.mrns the
Board an exceptionat leadership track record in technology, operations and
programme management. in a 30-year career in financial services he has held
senior management positions across retail, Bﬂoam.. invastrment u.waa_d and
private wealth and asset management. In addition, Mitchel has advised on
financial services in the private equity sector and has engoing inveivementin
tha fintech space.

Current external positions

Nan executive directar, The Clrency Cloud Group Limited

Aelvisor to Lombard Odier.

Previous positions include

Group Chief Information Officer, Deutsche Bank AG

Managing Director, Globat Head of Operations & Operation IT, UBS Warburg
Director, Group Dperations, Credrt Suisse First Boston

Partner, Olivant & Co

Non executive director, NYFTX,

Skills and experience

Mai combinies her experience as an econornist and strategist with considerable
commercial experience to guide the Board's strategic thinking and assessment
of new opportunities and initiatives. She was untit last year Chief Strategy and
Cammercial Cfficer at Sky where she led strategy and commercial partnerships
across the Sky Group, an organisation she joined 1n 1989, With a strong

focus on customer experiance and service delivery, Mal previously served as
economic adviser to major biue-chip companies. She is a champion of diversity
and helping women succeed in senor management and Board positions,
Current external positions

Director, Roki Inc,

Previous positions include

Director, Jupiter Enterfainment

Chief Strategy and Cornmercial Officer, Sky Group pic.
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David Roberts

Non executive director and Chairman elect from September 204,
Chairman since July 2015 (independent upon appamtment as Chairman)

rog -

Skills and experience

Rsa naa_...._gm.m a distinctive blend of leadership experience across major
listed carporations, the mutua! movement, and public service, incluging
35 years in financial services. He is a passionate champion of Naticnwide's
social purpose and of the Society’s commitment to help improve the
financial lives of its members. David also strongly believes in the e¢onomic
value of commerce and the importance of rebuilding trust in big business,
Current external positions

Chairman, Beazley plc

Vice Chair, NHS England

Assotiate non executive director, NHS Improvement

Non executive director, Campion Wilcocks Limited

Agvisor Board member, The Mentoring Foundation Advisery Council

Member, Strateqgy Board, Henley Business School, University of Reading.

Previous positions include

Group Deputy Charman, Lioyds Chairman and CEOD, Bawag PSK AG
Banking Grotp plc Non executive director, BAA plc
Executive director, Barglays Bank Mon executive director; Absa Greup SA

ple and CEO, International and
Commercial Banking
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Mark Rennison Gunn Waersted Albert Hitchcock

Executve director since February 2007 Non executive director since June 2017 {independent) Non executive director since December 2018 (indepandent;
(Chair from .

m : March 2019) @ a

Skills and experience Skills and experience Skills and experience

Mark s 2 chartered accountant with ever 30 years' expenience in financial
services. His track record In the sector, inciuding expertise in freasury
operations, risk management and capital planming, equip him to lead .Em
sustained and safe operation of a large financial business like Nationwide.
As Chief Financial Officer, he is responsible for Finance and Efficiency,
effactively ensuring Nationwide's financial strength so that it can continue
o invest in sustainable services for current and future members.

Current extermal positiors
Chair, Financial Risk and Policy Committee, UK Finance
Director, Arkose Funding Lirmited.

Pravious positions inciude

Partner, PricewaterhouseCoopers LLP
Member, Bark of England's PRA Practitioner Panel,

Gunn has a distinguished international career, including senior leaciership
positions in financial services, telecommunications and petrochemicals.
Shee brings to the Board vast expenence of driving lamge-scale operational,
cubtural change and digital transformation programmes to improve customer
experience. She is a strong advocate of the need for strong people cultures
and creating geninely diverse organisations.

Current external positions

Chair. Telenar ASA

Charr, Petore AS

Memiber, Fidelity International.

Previouss positions include

CEQ, Weaith Managerment Division, CED of Nordea Bank Norway and
Executive Vice President at Nordea Bank Group

CED, Vital Forsikiing and Bxecutive Vice President of DB
Chair, Ferd and B!
Non executive director, Statkraft, Statoil,
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Albert s aleader in information technology with a 33-year career in the
techrology industry. His expenence is of huge value 1o the Society aswe
ernibark upon olir ambitious £4.1 bilfion trensformation programme to meet
the expectations of our members today and in the future,

{urrent external positions

Chief Technology and Operations Officer, Pearsor pic,

Previous positions include

Technology Adviser to the Board, Royal Bank of Scotland plc
Group Chief Informaticn Officer, Vodafone plc

Global Chief Information Qfficer, Norte! Netwarks,
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Executive Committee biographies

As well as sitting en the
Board of directors, the
following people are also part
of the Executive Committee:

@ Tony Prestedge
@ Mark Rennison
@ Chris Rhodes

. Joe Garner

@ 44 of 269
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(1) Martin Boyle

Chief Transformation Officer

Martin leads the multi-mtion-pound
strategic investment and change portfolio
and is responsible for delivering the
Society's transformational programmes,
balancing medern, digital convenience with
Nationwige's human touch. He joined the
Portman Buiding Society in 2004 which
subsequently merged with Nationwide
Building Society. Before that Martin had over
20 years' change experience in consulting
and retail financial services

Julia Dunn
Chief Risk Officer

Juhia joined Natiomwide in 2073 as Chief
Compliance Officer. She now leads the Risk
Community, helping to keep the Society, and
its members, safe and secure. A qualffied
chartered accountant, Julia previously spent
"3 years in supervision and enforcement with
the Financial Services Authority, and latterly
the Financial Conduct Authority as Director
of Retail Banking Supervision.

Q) Patrick Eltridge
Chief Operating Officer

Patrick joined the Society as Chief Operating
Officer in February 2019. He was previously
Chief Information Officer at Royal Bank of
Scotland, where he was responsible for the
successful delivery of T and operational
resilience improvement programmes.

As COO, Patrick’s focus is on the Seciety’s
infrastructure, ensuring that through the
development of new, innovative technology
Nationwide continues to deliver real value
and service for members.

@ Sara Bennison
Chief Marieting Officer

Sara started her career in advertising
agencies, working across a variety of major
brands in the UK and Asia. She joined
Nationwide in 2016 having spent the
pravious decade at BT and then Barclays.
She is responsible for afl Nationwide's
research, marketing, communications and
socigl investrment.
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@ Janet Chapman
Chief Internat Auditor
{Executive Committee attendee)

Janet joined Nationwide 1n 2017, following an
extemsive career in financial services in the
UK and the LISA. She feads the Internal Audit
comemunity and was most recently with
Citigroup where she was Chief Auditor for the
institutional businesses. Before that, Janet
was Chief Auditor for the Americas at The
Bank of Toikyo Mitsublshi, Her early career
was spent with Accenture as an [F consultant.

(1) Alison Robb
Chief People Officer

Alison leads Nationwide's people matters,
including recnutment, training, diversity and
the development of teams to meet our
members' neads. A qualified chartered
accountant, Alison worked for KPMG and
WH Smith befere joining Nationwade in 1986,
She has worked across the Sociely, including
ins the finance and strategy functions.

@ Mark Chapman
Chief Legal Officer
and Society Secretary

Mark jained the Society in 2018 as the
leader of Legal and Secretariat which
focuses on providing expert advice and
guidance on legal and reguiatory issues, as
well as a comprehensive secretaniat service
Immediately before joiming Nationvada,
Mark spent a year volunteering as a teacher
ata school 1n a township in the Western
Cape of South Africa, He previously served
as General Counsel of Barclays UX for six
years, and General Counsel at Nomura
Internztional for over a decade having
started his career as a Iitigator at Freshfields,
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For the year ended 4 April 2019

Dear fellow member.

I am pleased to present the Corporate Governance Seport
for the financial vear ended 4 April 2016.

With record numbers of members seeing 1o maintaining the highest standards in the way
the benefits of mutuality ~ from service {o Nationwide is directed, governed and managed.
value ~ Nationwide must be responsive to their We believe that good quality governance
changing needs to ensure we remain relevant underpins Nationwide's ability to provide

and competitive. Our governance framework legendary service and reward the loyalty of our
continues to serve us well as we invest in members. The Board seeks to balance members’
new markets and enhanced services, ensuring needs with protecting the long-term success
that the long-term decisions we take continue of the Society; an example being our response

to deliver value for members, today and tomarrow. 1o the increased competition in digital banking
services with our investment spend in new

The board of directors is responsfoie for the technelogies, whilst still investing in branches.

governance of the Society and is committed
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Our Members

As 3 mutual, Nationwide is owned by and run for the benefit of you, our
mernbers. Members are at the heart of Nationwide and are central to
everything we do. We believe that as owners of Netionwids, members
should have the opportunity to share their views and have their say on
the direction of the business, | am pleased that our regular member
TalkBack sessions held at various locations throughout the United
Kingdem continue to be successful, with 11 sessions held this financiz!
year. To build on this success, we will be holding more TalkBack sessions
in the 2013/20 financial year. More information on these sessions can be
found on our website nationwide.co.uk

We encourage your participation at our Annual General Meeting (AGM),
a key event which provides the Board with the opportunity to meet with
members. All the directors, inctuding the Chairs of Board Commitiees,
attend the AGM and will be available at the meating to answer your
questions and hear your views, Members can also vote on important
1ssues such as re-electing directors to the Board. At this year's AGM,
following the audit tender process referenced in last year's report. members
will also be asked to vote on the appointment of Frnst and Young LLP 28
the Society’s external auditor. We look forward to mesting as many of
you as possible at this year's AGM in Manchester on 18 july 2019.

Our People and Culture

Our cutture defines the way we de business and is an integral part of our
mutuality and our strateqy. The Board recognises the importance of its
role in setting and embedding the “tone from the tap” thraughout the
Seciety. To this end, we pay close attention to culture and seek to shape
the way we operate to ensure it is in the Interests of both the Society and
its members. The Board's commitment to the development of the
Society's culture was demonstrated at our strategy conference in October
2078, Culture was a key topic with discussions on how the Society’s
culture could further evelve o support the organisation’s purpose in a

on page [S0].

Our Governance

At Nationwide we strive for excellence and transparency in corporate
governance and have adopled the UK Corporate Governance Code {the
Code) which sets the governance standards for public listed companies.
We do so in line with the Building Societies Asscciation Guidarice on the
Code to ensure alignment with good practice and our mutual status.
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Further information about cur govemance structure and application of the
Code can be found in the Corporate Governance Report on pages [46] to [61].

We have considered the revision to the Code published in July 2018
which is raievant to Nationwide from 5 April 2019. Over the past few
months, we have reviewed our activities and assessed how ta further
embed the revised and updated principles into our governance
framework, For examnle, to bring the voice of colleagues directly into
the Boardroom, one of aur non executive directors, Mai Fyfield has
assurned specific responsibility for ensuring the voice of our employees
is heard in the Boardroom. We will repart on our compliance with the
revised Code In our 2020 Annual Report,

Qur Board

The Board collectively is respensible for the lang-term success of your
Society and as Chairman, It is my responsibility to lead the Board and
promote its effectiveness within a strong and sound governance
framework. Each year, 3 formal evaluation of the effectiveness of the
Board and its committees is conducted. In 2019, the effectiveness review
was conducted internally.

We will report fully on the findings and any action plans in next year's
annual report We continue to make good progress on the pians we put
in place in response to the findings of the 2018 externally facilitated
Board effectiveness review. Mare information on the 2018 evaluation
process and its findings can be found on page [58).

It is vital to the success of Nationwide that the Board has the mix of skills
and diversity needed to set the strategic direction and apply the
appropriate level of oversight and challenge for the business. On a
regular basis, we review the Board's balance of experience, knowledge
and skills to enable the discharge of its responsibilities. At the end of
2018, we were pleased to annoLince the appeintment of Albert Hitchcock
to the Board as a non exacutive director, He also became a member of
both the Board T & Resilience znd Beard Risk committees. Albert's
wealth of experience in transtormation technology will be hugely
valuable to the Board's oversight of the Society’s technelogy strategy.

\We also announced that, after eight vears of service, Mitche! Lenson will
retire from the Board as a non executive director at our AGM in july 2018,
Gunn Waersted replaced Mitchel as Chair of the Board IT & Resilience
Committee in March 2018. | would like to take the oppartunity to thank
Mitchel on behalf of tha Board and Natienwide for his contribution to the
Board and wish him well for the future.

As part of its remit, the Nomination and Governance Committes
continues to focus on succession planning and leadership changes at
executive management level, With effect from June 2018, Tony Prestedge
was appointed Deputy Chief Executive Officer, a role which includes

accountability for strategic planning, Tony has been an executive diractor
with Nationwide since 2007. We are pleased to welcome Patrick Eltridge
who joined the Executive Committee in February this vear as Chief
Operating Cfficer. Patrick has deep and relevant experience in tachnology
development and operaticns from his previous role as Group Chief
Inforration Officer at Royal Bank of Scotlang. He is also a member of the
Executive Risk Commuttee. Qur Chief Financial Officer, Mark Reninison,
has discussed with the Board his intention 1o retire and we are actively
considering succession planning.

Diversity

The Board Is comrmitted to a diverse warkforce and continues to focus
on increasing diversity on cur Board and at all levels across the Society.
We recognise the significant benefits that come with having a diverse
Board and ] am pleased to repart how the diversity on our Board
comparas with recent benchmarks set for fisted firms Whilst Nationwide
is a building society and not a listed company, we have already achieved
the Hampton-Alexander review 2020 target for a minimum of 33%
women's representation on the boards of FTSE 350 companies We have
also achiaved the Parker review 2021 target of each FTSE 100 company
having at least one director frem an ethnic background. We believe,
however, that diversity needs to look much wider than gender and
ethnicity to include variations in experience, skills, background and
personal attributes. To further promote the Board's commitment and
suppart for diversity initiatives at Nationwide, we have designated
Baroness Usha Prashar, a non executive director, as the Board's sponsor
of the Society's diversity ang inclusion agenda. More informatien on our
diversity targets across the Society can be found on page [23].

The year ahead

At Natronwide, we have an established and effective govermange
framewerk and we will continue to embracs the best gavernance
practices o enable us to deliver great value products and outstanding
service to you and our wider stakehoiders,

David Roberts
Chairman

Governance at Nationwide

The Board has established a set of internal standards and principles by which Nationwide is governad to ensure scund and
prudent controi of the Society. to keep members’ money and interests safe. Everyene in Nationwidz has a role in governance:

The Board

Chief Executive _oawm_v v .

Nationwide’s People

theirauthority fromthe Béard and

taiscades standardsand principles
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UK Corporate Governance Code

Statement of Compliance

Natiomwide is carmmitted to high standards of corporate governance and has continued to adopt the UK Corporate Governance Code 2076 (the Code) which is available at www.frc.o
ended 4 April 2018 Nationwide has complied with the principles of the Code as It applies to building societies {according to the Building Secieties Association guidance of lune 2016)

you can read more about how Nationwide complied with them, are set out below:

‘he UK Carporate Governznoe (ode uses "he terminologies of company and 'S7arehg cer bul iar 1he pur[ane of Matiane €+ a1e thes Crrperate Gouer e eporn

There should be a ciear division of responsibifities at the head of .
the company betwaen the running of the Board and the executive

responsibility for the running of the company
individual should have unfettered powers of decision.

Roles and responsibilities - P

The Chairman is respensible for leadershig of the Board and

As part of their role as members of 3 unitary board, non
executive directors should constructively challenge and help
develop proposals on strategy.

Roles and responsibi

_,m._._r. The Board believes that throughout the year
Details of the principles, including a reference to where

Every company should be headed by an effective board K
which is collectively responsibie for the long-term success of s
the company. :

Rele of the Board - Pz32 [13] ;

s business. No cne

L

4

ensuring Its effectiveness on all aspects of its role. w
]

Roles and responsibilities - Pzuzc 50] 19 {23 m

tes - Pages 13

The Board and its committees should have the appropriate
balance of skills, experience, independence and knowledge
of the company to enable them to discharge their respective
duties and responsibilities effectively.

There shouid be a formal, rigorous and transparent
procedure for the appointment of new directors to the Board,

All directors should be able te aliocate sufficient time to the
company to discharge their responsibifities effectively.

All directors should receive induction on joining the Board
and should regularly update and refresh their skills and
knowledge.
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.?a Board should be supplied in 2 timely manner with
infarmation in a form and of a quality appropriate to enable

itto discharge its duties.

o

: S 3
P
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The Board should undertake a formal and rigorous annual
evaluation of its own performance and that of its commitiees

and individuat directors.
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UK Corporate Governance Code Statemant of Comoliance wontinued

~ Accountability

The Board sheuld present a fair, balanced and
understandable assessment of the company’s position
and prospects.

« Autiit Committes report - Pages (62140 1691
 Divecters’ faport - Pages (98] to (100]

The Board is responsible for determining the nature and
extent of the pringipal risks it is willing to take in achieving
its strategic objectives. The board shouid maintain sound
risk management and internal control systems.

tratedic feport - Pagas {3 to [37]

- Bubiass and risk report - Panes (101] o 168}
*Board Risk Committee Report - Pages {70} to (73]

'y

The Board shoutd establish formal and transparent
arrangerments for considering how they should apply the
corporate reporting and risk management and internal
control principles and for maintaining an appropriate
relationship with the company’s auditors.

‘it Committee veport - Pages [62]n [69]

R

A

R

| -4

Executive directors' remuneration should be designed
0 promote the long-term success of the company.
Performance-related elements should be transparent,
stretching and rigorously applied.

There should be a formal and transparent procedure for
developing policy on executive remuneration and for
fixing the remuneration packages of individual directors.
No director should be involved in deciding his or her own
rernuneration.
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T TS

There should be a dizlogue with shareholders based on the
mutual understanding of objectives. The Board has
responsibility for ensuring that a satisfactory dizlogue with

shareholders takes place

 Members help ik society,

The Board should use general meetings to communicate with
investors and to encourage their participation.
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The role of the Board

The Roard is responsible for ensuring that the Society can deliver long

When setting the Society’s strategy, the Board considers the impact that
its decisions might have on various stakeholders such as members,
employees, suppliers and the community. It is accountable for ensuring
that as a collective body, it has the appropriate skills, knowledge and
experience to perform its role effectively. The Board is aiso responsible
for providing leadership to the Society on culture, values and ethics.

The powers of the Board are set out in the Society’s Memorandum and Rules
which are available on the Saciety’s website nationwide.co.uk

The Board operates under formal terms of reference which include a
schedule of matters reserved to the Board for decision, with the day to day
running of the business delegated to the Chief Executive Officer. The Chief
Executive Officer derives his authority from the Board and cascades the
zgreed standards to the business. The Board's terms of reference can be
foung on the Society’s website nationwide.co.uk

Culture

Leading the developmenit of the Saciety’s culture remains a key focus of the
Board to support the organisation’s purpose, and the delivery of its strategic
ambitions. This is set against the backdrop of 2 rapidly changing competitive
and technological environment. The Society's cultural assessment ool the
Culture Mossic, has been in use for the last year providing analysis and
Insights 10 both the Executive Committes and the Beard on the evolution of
the culture Using bath quantitative and qualitative inforration including the
organisation's emplayee engagement survey and the Banking Standards
Board? report, it helps the Society to develop aspects of the cufture 1o meet
the changing needs of employees and members in the future.

Culture was 3 key theme of the Board Strategy Conference in October 2018,
Led by 2 varety of inputs and Insights provided by the Mosaic and externat
research, the cultural shifts needed to ensure the Saciety can respond to future
challenges and opporiunities were agreed, it was recognised that Naticnwide's
tufture has many strengths, particufarly its member focus, ethic of care and

-

commitrent to doing the nght thing. Whilst maintaining this essence of what
makes Nationwide special for members and colleagues, the Board identified
more aguiity, pace and innevation as necessary to deliver Nationwide's
business strategy and core purpose In a world belng redefined by technology.

As a result, sevaral priorities were identified that now form part of the
Society’s agenda on culture over the next few years. These include
re-shaping the cultural narrative, empowering colieagues, developing

Leadership structure

~term success for members and is buil W
the Society's strategic objectives within a framework of risk appetite and controls. The Board monitors the Soc
nerformance and ensures effective governance, controls and risk management

ast it amwmﬁﬁm)
iety's overall fis

leadership potential, creating & learning organisation and evelving the
Society's approach to reward and recognition. An essential part of this fs
1o create a distinctive Nationwide experience for employees, focusing on
all aspects of working fife that support performance and growth, helping
people to be at their best for members. This includes stretching ambition
o matters such as diversity, inclusion and wellbeing. Sponsoring and
monitoring progress in all these areas will be a priority for the Roard.

Ari overview of the Board structure and its committees as at 4 April 2019 's set out below

Board

Board committees

Nomination and

Remuneration
Governance Committee

Committee |

Board IT and
Resilience Committee

Board Risk
Committee

(e

Audit Chief Executive
Committee Officer
|
Executive
Committes

Further information on the role of the Board and its committees can be found on pages [50] to [53] of this report and in the indhvidual committee reports.
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Chairman
David Raberts

Senior
_.anmnmz%i
director

Lynne Peacock

Non Executive
directors

Rita Clifegn

Mai Fyfiatg
Albort Hitcheaey
Mitchet Lenson
Kevin Rarry
Usha Prashar
Tim Tookey
Gunn Waerstag
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Leadership (continued)

Board Committees

Executive Committees

To assist the Board In carrying out its functions and 1o ensure that there 1 independent oversight of internal Bzﬁ_ and risk managemnent, certain govermance
responsihilities have been delegated by the Board to board committees. These board committees comprise Eamumaam,a non .uxmn_.hzm directors and,
in some cases, the Chairman. The terms of reference of the Board and its committees can be found on the Society's website. nationwide.co.uk

Committee

Audit
Committee

Board IT and
Resilience
Committee

Board Risk
Commuttee

Nomination
and Governance
Committee

Remuneration
Committee

_“Responsibilities

The Audit Committee provides oversight and advice to the Board in respect of financial reperting, financial crime, internal
and external audit, and the adequacy and effectiveness of internal controls and nsk management systems,

The Committee provides oversight and atvica 1o the Board on the Society’s [T strategy, IT architecture, IT operating ]
madel effectiveness, delivery performance and resilience controls, including cyber risk, as well as overseeing the Society’s
data management strategy.

The role of the Commitiee is to provide oversight and advice to the Board in relation to current and potential future risk
exposures and future risk strategy including determination of risk appetite. In addition, the Committee 1s responsible for
monitering compliance oversight, and the effectiveness of the Enterprise Risk Management Framework (ERMF), It also
advises the Remureration Committee on any rick adjustments to be made to remuneration.

The Nominatich and Governance Committee assists the Chairman in keeping the compasition of the Board under review,
making recommendations to the Board on succession planning, executive level appointments and leading Sw
appointments process for nominations to the Board, The Commitiee oversees the implementation of the Society’s
Equality, Diversity and Inclusion strategy and objectives. It also reviews the Board's governance arrangements and makes
recommendations to the Board to ensure that the arrangements are consistent with best practice.

The Remuneration Committee is responsible for determining and agreeing with the Board the framework or broad
policy for remuneration of the Chairman, the directors and other senior executives of the Soclety including employees
who are identified as material risk takers undar the PRA Remuneration Code. It determines, within the terms of the
agreed pelicy, the specific remuneration packages for these roles. The Committee also reviews the ongeing
appropriateness and retevance of the remuneration poficy across the rest of Nationwide.
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There is a clear division of responsibifities between the Chairman, as

leader of the Board, zrd the Chief Executive Officer who is responsible for
the day 1o day running of the business. To the extent that matters are not
reserved to the board of directors, responsibility is delegated to the Chief

Executive Officer, who is assisted by the Execuitive Committee and the
Executive Risk Committee.

Committee

Executive
Committee

The Executive Committee is Nationwide's
key operational committee which oversees
the day to day operations of the Society's
business. This Committee meets once 2
month, reviews matters that are to be
presented 1o the board of directars, and is
composed of the Chief Exacutive Officer,
the three cther executive directors and the
seven individuals who form the Society’s
senior teadership team. More informatior:
on Nationwide's senior leadership team
can be found on page [45).

Executive Risk
Committee

The Executive Risk Committee, which
rmeets monthly, is responsible for ensuring
a coordinated approach across all risks
2nd oversight of the risk committess such
as the Operational Risk Committee, Assets
and Liabilities Committee, Credit
Committee, Conduct and Compifance
Committee and the Mode! Risk Oversight
Committee. The Commitres’s membership
comprises the Tour executive directors and
a number of other members of the
Executive Committee. it is chaired by the
Society’s Chief Risk Officer.
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How the Board operates
The Board meets regularly and hoids a strategy meeting annually to review are structured to ensure that the Board covers a range of iterns (25 detailed of meetings for which directors were eligible to attend shown separztely,
strategic options open 1o the Seciety in the context of the economic, below) relating to the Soclety's business, strategy, cuiture and performance Each director attended a1l the meetings they were eligible to attend in the yeer.
requiatory and competitive environment. The Board also meets when through open debate. .:_w n:mijm: regularly meets with the non executive In addition 1o the meetings shown bel - . m
necessary to discuss important emerging issues that require consideration  directors, without executive directors present Committee amm%mmﬂmwmmmm_mﬂmlm %Wmmom_w W”"nw”m_mmwﬁmp%; RIE; 3
- att
between scheduled Board meetings. There were ten mn:mgm:_man_womp.“. The attendance record for board members during the period is set out below., Interirn Management Statements. ¢ m
meetings this year incluging the annual strategy day. The Board meetings The table shows the actual rumber of meetings attended with the number
Board attendance .
=
=
“
49 ) g
Rita Clifton Mai Fyfield Joe Garner Albert Hitchcock* Mitchel Lenson Kevin Parry
Meetings attended / {efigible to attend) 107 (10} 10/ (10} 10/7(10) 2/ 10/ (10) 10/ (10} 107110}
o
e
g,
w
Y
g
F
Usha Prashar Tory Prestedge Mark Rerinison Chris Rhodes David Roberts Tim Tookey Gunn Waersted c
Meetings attended / (eligible to attend) 10/ (10) 19/ 010) 10 7 (10) 0710y 0/(10) 18/ 0 10/ 00) E
g
:

* o oen the Board o 2 Uecember 2018
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What the Board did this year

T™h roug nout the year, the Boa rd reviewed The following is a non-exhaustive list of the matters that the Board has considered during the year;
alf areas of cultural and strategic
importance, as well as reviewing

Building thriving mcembership

and approving financial information, :
governance and regulatory matters.
The Board regularly receved updates on business progress and the issues B
and chalienges faced by management. Board activities were structured to m
support the Soctety's strategy, focusing on the cornerstonies as outlined on :
pages [10] to [11), 2nd an in depth review of the progress of the strategy m
was considered by the Board at its annual strateqy day. During the year, w w o
focus was given to implementation plans far the Society's technology w %Sa_ﬂj
Initlatives, inciuding the peaple recruitment needs and organisational £ e
changes required for successful delivery of the Society’s technoliogy : [ R
programme, The Soclety continues to develop and Invest in new products Items discussed w e
znd services which are developed within the Board's nisk appetite.  Considered how best to meet the needs of small and 5~ Approved the Society's investment in technotogy, part of which would
n addition to the main iterns for consideration, the Board received updates micro bysinesses, and approved the proposal to launch > enable the Seciety o deliver increased resiliance, making it mose secure
at each meeting on the work of its principal committees ta keep abreast Natiorwide for Business and to submit a bid for By and delivering better mernber outcomes threugh imoroved digital
of significant issues, £50 million from the RBS Afternative Remedies Package. . capabilitles and better use of data, whilst also drving down costs.
* Approved the development of a range of inttiatives ;  Reviewedandapproved the Society's 2019-24 five year pian.
designed to broaden the products and services offered 5o Reguilarly assessed financial performance of the Society and s main
to Nationwide's members, 4 businesses via reports from the Chief Bxecutive Officer and the Chief Financial
) . = Officer. Approved the Society’s Annual Report and Accounts prior to
. mm.\_mswq and discussed proposed m::m.:mwjmnw 3, W publication with consicieration given to the viability of the business cuer 2 three-
propositions for younger customers and initiatives which i year horizon and the preparation of the accounts on a going concer basis,
will continue to deepen relationships with existing & . . ) )
members. This included consideration of progress made © - Discussedthe outout ofa Board and Execitive Comritiee Business
in growing the number of committed members. - Continuty Bercise under the Sodiety’s Recovery Plan to ensure that
- adequate provisions and processes are in place to protect the Seciety's
» Approved enhancements to Nationwide's Later Life o business and its members. Approved the overall set of actions within the
e lending range. : annual recovery planning scenario.
egendary Suiding, ..
Sermer Thriving | - Receved quarterly Updates from the Chief Risk Officer on Nationwide’s risk
Membership profile highlighting the tp risks and key areas for consideration. Apgroved
. revisions o the Board risk appetite to take into account the additional
financial risk and a reduction in the longer-term aperational rik profile
of the Soziety arising from the Society's investment in technolagy.
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What the Board did this year (continued)

" Building legendary service

lterns discussed

« Discusssd the Society’s ability to collaborate and work with
partners across the FinTech community in developing new
technologies to ensure that the Soclety is taking 2 leadership
position in & world of Open Banking. The Board received an
overview of the current UK Digitat Banking market with 2
focus on the progress made in the banking sector in this area.

s Received an update on the delivery on the technolegy investment
and discussed the initiatives to support the delivery and the
roadmap for execution of the Society’s technoiogy pians.
There was a focus on initiatives to develop a platform that will
support future growth and new services whilst honouiting
current delivery commitments with a view to improving
member experience across the sales and service journeys.

®

Reviewed progress in the Society's branch transformation,
recognising that branches continue to remain an important
and valued channel for members and the need to ensure
Nationwide is in the right place with the best services to
meet members’ needs.

N e s e b e e St e een

ltems discLesed

» Reviewed the progress made on the development of
Nationwide's culture with a review of a Culture Mosaic which
draws together a number of cultural themes within the
organisation. This includes inputs from the 2018 'Viewpoint’
employee engagement survey and the 2018 Banking
Standards Board survey on culture. The Board reviewed key
themes and areas for prioritisation.

.

Reviewed the plans for recrutment, training and
development and retention of employees to support the
successful execution of our technolegy stratagy.

Reviewed the Annual Whistleblowing Report and the
Society's whistleblowing arrangernents, noting it as a key
priority for the Board in support of the Society's open and
henest culture.

p e

TR
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fems discugss:

= In considering what makes a national treasure the Rozrd,
as part of the Society’s social investment strateqy, axpiored
cpportunities to lead active campaigns and align to the key
strategies pursued by the Nationwide Foundation.

L]

Received regular updates on the defivery of the Society's
social investrment strategy which focuses on providing decent
afforcable harnes for people in need As part of this, the Boarg
approved the establishment of the Oaldield Foundation.

a charitzble foundation t support local initiatives that wiil
complement the philssophy and aims of the Society’s
Qakfield community development project.

Recefved regular updates on reputation and the positioning
of the Society's brand, giving the Board the apportunity o

reflect upon the progress made in re-definmg the Sociaty's
brand and review the propositions offered to members.
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Effectiveness

e directors on corporate governance fontrued.

Board composition

Member nominations

The Nomination and Governance Committee is responsible for reviewing
Board composition, considering succession plans for both the Board and
senior execuitives, selecting and appointing new directors and considering
the results of the Board effectiveness review. More information on the work
of this Comenittee during the year can be found on pages [78] to [83].

The individual biographies of the directors, which include their relevant
skills and experience, can be found on pages [39] to [45].

Exgcutive directors’ service contracts and the fetters of appointment for
the Chairman and non executive directors are available for inspection at
the Society’s principal office and will be available at the AGM.

Tenure and independence

The Society's Memorandum and Rules (Rules) require that board directors
must be re-elected by the Society’s membership every three years.
However, 1In compliance with the UK Corporate Governance Code (the
Code), all directors of Nationwide are subject to election er re-election by the
members annually. Before re-election, a non executive director will be subject
1o a review of that director’s continued affectiveness and independence,

The independence of each non executive director is considered by the
Normination and Governance Committee annually. The Committee considers
factors such as length of tenure and relationships or circumstances which
are likely to affect or appear to affect the director’s judgement in
determining whether they remain independent. On the recornmendation
of the Committee, all non executive directars have been assessed by the
Board to be independent as to character and judgement and to be free of
relationships and other circumstances which could materially affect the
exercise of their judgement. Fellowing this assessment, all directors
eligibie for re-ejection (save for Mitchel Lenson who has announced his
retirement from the Board) will be recommended to members for
re-glection at the AGM in July 2019. The Code requires the Chairman to
be independent on zppaintment. Thereafter, the test of independence no
longer applies to this rele. David Roberts, Chairman, was deemed to be
independent upen his appointment to the role of rion executive director
and Chairman Elect.

Members of Nationwide have the right to nominate candidates for election
1o the Board, subject to the Society’s Rutes and compliance with PRA and
FCA requirernents. No such nominations had been received by 4 April
20113, this being the deadline for election to the Board at the 2019 Annval
General Meeting (AGM)

Time commitment

Yo discharge their responsibilities effectively, non executive directors must
comimit sufficient time to their role. The time the Society’s non executive
directors are expecled to commit to their role at Nationwide is agreed
individually, as part of the appointment process, and depends upon their
responsibilities, For example, additional time commitment will often be
required of the Senior independent director and Chairs of the Board
Committees to fuffil their responsibilities. Tirme commitments are reviewed
annually, or more regularly if needed, as Nationwide recognises the need
to take account of changes in best practics - for example any revisions to

the Code recommiending dfferent or expanded roles of Board Committees.

For this year, the Chairman has individually confirmed with each non
executive director that they have beer able to allocate sufficient time to
fulfilling their duties. The Chairman spends a minimum of an average

of 2.5 days per week on Nationwide business. Externally, there has been
no increase in the other significant commitments of the Chairman during
the year which would impact the time he has to fulfil the role.
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Board compeosition

Executive and Gender
non execttive directors 8 Male

@ Executive directors ® Female
< Non executive directors

Board diversity

o

Age of board members Directors’ tenure
@ 4550 ¢ 5185 % 0-3years
@ 5660 @ 61+ - 3-Byears

2 &+years
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Effectiveness {continued)

Conflicts of interest

Induction

Directors have 3 lagal duty to avoid conflicts of interests. Prior to appaintment
{and on an ongoing basis), potential conflicts of interest are disclosed and
assessed to ensure that there are no rmatters which would prevent that person
from taking on the appointment.

if any potential conflict arises, the Society’s Rules parmit the Board to
autharise the conflict, subject to such conditions or limitations as the
Board may determine. The Board has considered the current extarnal
appointments of all directors which may give rise 1o a situational conflict
and has authorised potential conflicts where appropriate.

In addition, at the start of every Board or Committee maeting the Chair
asks 'f there are any conflicts (in addition to those already recorded) to be
declared. in & situation where a potential conflict arises, the director will
recuse themselves from any meeting or discussion, and all material in
relation to thiat matier will be restricted, including Board papers and minutes.

Detais of the Society's directors’ other directorshins can be found in the annual
business staterment on pages [254] to [255].

Information and advice

The Board has full and timely access to 2l relevant information to enable it
to perform its duties effectively. The Society Secretary ensures appropriate
and timely information flows between the Board, its Committees and senior
management, enabling the Board to exercise its judgement and make fully
informed dacisions when discharging its dulies. The Society Secretary
supports the Chairman in setting the Board agenda. Board papers are
distributed to all directors in advance of Board meetings via a secure electronic
system allowing directors to access information in a timely manner.

Al! directors have access to the advice and services of the Society Secretary,
who is responsible to the Board for ensuring that Beard procedures are
followed and compliance with applicable rules and regulations is observed.
The directors may, 'f required, take indepenclent professional advice at the
Society's expense.

Following appointment, each new director recelves a full and formal bespake
induction to familiarise them with their duties and the Seciety's business
operations, and risk and governance arrangements. inductions are tailored
to each director’s individual experience, background and areas of focus,
The induction programme includes meetings with members of the
Executive Committee and senior management in key areas of the business.
Typical areas covered include an overview of the Society's business
strategy and model, the Society's brand, products and markets, capital
management and financral controls, and risk and governance respensibilities,
as well as information on the Seciety's people and culture. These meetings
are supplemented by induction materials such as recent Board papers and
minutes, industry and regulatory reports and rejevant policies.

Training and development

Ta ensure that the directors have the necessary knowfedge and understanding
of the Saciety's business, they are reguiarly provided with the opportunity for
ongoing training and professicnal development. Directors are encouraged to
continually update their professional skills and knowledge of the business.
The Chairman has conversations with each non executive director on 2
regular basis during the year and at the end of the year o review performance
and development needs. The senior independent director is responsible for
the evaluation of performance and development needs for the Chairman,
Executive board directors contirue to undertake performance and
development review and planming activity as part of the annual performance
managemeant cycle. Training oppartunities are provided through oneto-one
meetings, presentations and briefings by senior management as well as
external advisers, During the year, the directors attended briefing sessions
on subjects including derivatives and hedge accounting, overview of models
and cloud computing from a Nationwide perspective.
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Board effectiveness review

et ey -
205 Board evaluation

To be effective as a Board, directors must function cohesively as a group.
Each year, an evaluation of the effectiveness of the Board Is conducted,
providing an opportunity to identify and optimise the Board's strengths as

well as highlighting areas for further focus and development.

The evaluation includes an assessmerit of the effectiveness of Board
Corfmittees and an evaluation of the performance of individual directors. The
approach which has been developed at Nattonwide (s designed to ensure
that all directors, both executive and non executive, contribute effectively
to the good governance of Nationwide. The contribution of individuals 1s
one of the factors considered whean deciding whether individual directors
will offer themselves for election or re-election at the Sociely's AGM.

The 2018 evaluation procass was an external review led by Niall FitzGerald
KBE. Mr FitzGerald has chaired a wide range of companies and public
sector bodies, inciuting Unilever, Reuters and the international Business
Council. The Board was of the view that his broad expertence wouid
significantly assist the deveiopment of the Beard. Mr FitzGerald has ho
other connection with the Society.

Form of the review

The review took place between January and March 2078 with the main
theme baing how the Board could be a high performing Board whilst in
the pursut of creating & long-term sustamable business. Mr FitzGerald
attended Board and Board Commitiee meetings as an observer, reviewed
a number of Board papers and materials and held a senes of one 1o one
meetings with Board members. An nitial Beard discussion and feedback
session took place in Aprit 2018 with a final report produced for further
discussion with the Board m May.

Findings

The review endorsed the belief that the Board and its Committees are

performing and operating effectively. Meetings were found to be professionatty
led with challenge and constructive debate by all encouraged. Mr FitzGerald
found discussions at meetings to be engaging and nsightful. The spirit of
rmutualily was evident in the Board's discussian with a streng focus on the
\nterests of members. Changes to the Board and executive leadership had
been handled well, resulting in an experienced and professional team.

As the Society’s strategy evolves and the complexity of the busmess grows,
key priorities for the Board are 1o ensure that the Society’s culture and mutual
values are preserved and that the rmmediate and short-term decisions
necessary to implemenit the strategy do not compromise long-term success.

The Board adopted the recommendations from the findings and developed

Key Recommendations

a plan to implement the actions with oversight by the Nomination and
Governance Committee

Following the review, a number of changes to board processes have been
made to ensure that the Board's focus remains on strategic, net operational,
matters. The progress made on the key recommendations is described below.

Increased focus on key strategic issues
and greater board debates on risks and
risk appetite from a strategic perspective,

Production of high guality reporting and
infermation flows to the Board.

The frequency of Board meetings and programme have been revised to ensure that the
Board devotes its time to the most important issues. This has aliowed for enhanced
discussions and debate of key strateqic matters, including macro risks, at Board meetings,
with the balance of the Board's attention moving mare towards strategy and ifs execution,

The _uaa:&o_j of high quality Board papers and management information, inciuding
KPIs, has continued to enhance the quality of debate at Board meetings and assist the

Board in making timely and informed decisions

Continuing 1o monitor the talent pipeline
for key Board and senior management
positions.

Z019 Boar evai

Foliowing the comprehensive external review in 2018, the 2019 Board
evaluation process was an internal review led by the Society Secretary
The review took place In March and April of 2018,

The process tock the form of a questionraire covering general areas of
effectiveness as well as actions implemented for the Board and Commitiees in
response to 2018 review. it was followed by one to one meetings between
the Chairman and individuat directors to provide feedback and expand on
particular aspects, for example culture and performance of the Board.

The results of the questionnaire and feetback were presented to the Board for
discussion in May 2019 and will form the basis of an achon plan for completion
during 209. A similar process will be followed for Board Committees.
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To ensure that the Board has visibility of talent in the Sooety, an annual Board ‘decp dive’ o
the talent poe! led by the CEO has been incorporated inte the Board's forward prograrmmne,

Further information on the outcomes and actions identified will be presented
in the Annual Report and Accounts 2020,

The evaluation of the performance and contribution of each direcior was
tonducted by the Chairman. The reviews concluded that each Director
continues to perform effectively and demonstrate commitment to their role

Led by Lynne Peacack, the senior independent director, a review of the
Chairman’s performance was carried out by the Board. Feedback on the
Chairman's performance was obtained from all the directors as well as
selected members of the management team, The results were collated
and were discussed at a meeting without the Charrman prasent. The
review concluded that the Chairman continues to perform effectively and
demonstrate commitrent to his role.
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Members

e I
Employees are Q_ﬁ_nm_ to the services ca<_g8 by 3
C.
the Society and employee engagement is regularly S
discussed, including presentations to the Board =
on the results of “Viewpoint”, the employee £
engagement survey.
During the year, the General Secretary of the Nationwide Group Staff
Uruon attended a Board meeting and a Remuneration Committee e
meeling 1o discuss the relationship of the Union with Nabonwide ang I
the alignment of interests between the Uinion and the Society. c
Nationwide employees can vote their colleagues onto leadership forums #
We listen to our members o e o e ther oleagues oro e o
e perspective to our leadership forums. At least twice a year. a small number m
Asa BcEm_ aorganisation, members are at x_m :mmn 2 the of the Peaple’s Choice representalives attend one of the Society's Board or #
onmq 5 activities and need to be able to share their views Board Committee meetings to share thelr insight on a topic of therr choosing
- . : The CED also engages directly with employees via the Society’s intranet
onthe overall direction Qﬂ the business. on tepics of interest and receives comments and views directly back
The Member TalkBack Programme 15 a series of events to factitate dialogue between from employees across the entire Society. To further promate the fink o
members, the Society’s Board and senior management. Members can sign up to ‘Nationwide and engagement between the Board and colleagues, Mai Fyflald has B
Connect, our online research community which helps provide feedback on a varety of topics been appointed the non exacutive diactar with speofic rReponsivlites =
including products and services, as well as perceptions of iow the directors are running for employee engagement. 5
the Society and drectors’ remuneration. Members are also encouraged to aftend the Society’s Mare information on emiployee engagement metnc can b fo'nd 5
AGM to hear first-hand from directors and have their say on the way the Society 1 run on page (201 z

Moie information on how the Soclety engages with its members can be found on page [61)
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" Commurities

YWe support our local
communities

As a building society, Nationwide believes in supporting
people 21d their communities.

That includzs housing, ard Nationwide's belief is that regenerating local areas,
werk'ng ‘i local people and reinvesting profits will create real communities.
|1 ina with-he member vote in 2007, the Society has continued to invest at
225t 19 of s pre-tax prefits to suprort geod causes, focusing on the belief
tat ‘Everycne deserves ¢ place fit to cail home'. The Board regularly recaives
Lpzates on orogress mace.

Mcre inforrnation on the Seciefy's community activities can be found on page [24].

We engage actively with our investors

Nationwide is active in whelesale funding markets, engaging
in the issuance of instruments.

Esouo&._m investors contribute towards the Society’s loss abserbing capital, helping to ensure
¢.§ Nationwide is buitt to last. The Society maintains an active dialogue with the investors in
its instruments through a thorough investor relations (IR) pregramme. During a typical year
the IR team will host anound 500 meetings, providing current and potential investors with the
opportunity to meet senior managers and directors of the Society,

We work closely with
our suppliers

Nationwide has approximately 1,200
suppliers who are seen as an extension
of the organisation and therefore key to
the Sociefy’s ability to develop and deliver
services to its members,

It is important to Nationwide that all suppilers reprasent the
Society in a manner that enhances its reputation and
relationships with its stakeholders. As a result, the Society

endeavours to partner with organisations that demanstrate
acommitment to its mutua) values, ethics, policies and

We seek an open
relationship with
regulators

Nationwide is committed to nosu_ﬁ:@i
with all legistation and regulatory rules
applicable to its business.

stendards. This is also embedded in the Code of Practice
that we ask suppliers to commit to. The Nationwide Supplier
Portal (https://www.nationwide co.uk/suppliers/suppliers-
home)] is designed to provide any new, potential or existing
suppliers with all the information they need to know about
supplying goods and services to Nationwide.
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It aims to foster and maintain an open and transparent
working refaticnship with its key requiators, the Prudential
Regutation Authonty and the Financial Conduct Authority,
In addition to receiving regular updates and reports on the
views of the Society’s key regulators, diractors also meet
regularly with representatives of these bodies as part of the
regulators' supervisory activities.
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Members help bui

1d society, nationwide

As @ mutual organisation, members are also the owners of Nationwice. and we want our mambers to he zhie
0 share their views on the overall direction of the business

to make it as easy as possible for
members to talk to us in whichever
way they prefer

AGM

to listenzng r m ond 1o member

sLagestions and comments, buiiding
_oa,avmm. services nu_ ad around
e needs

e

¢ help them do this, we aim:

{0 include members in oiher
they'd fike to join us in. for ex

deciding how our community grants z=
allocated via our Commurity w ards

programme (see sage {24] fo

The AGM is the key event at which members can have their say on the
way the Society is run and hear first-hand from directors. 1t is the main
opportunity to hold the Board to account, as members can vote for or
against those standing for election and on other key issues.

Last year more members than ever used the onhine facilities to cast their
vote, with 41% of the voters choosing to vote online, although overall
tumout at meetings continues to decling, both at Nationwide's AGM and
across the building society sector. As has been the practice for a number
of years, the meeting Is held at a different venue across the UK each year,
making us more accessible to members across the country. This year, the
AGM will be held at Manchester Central on Thursday 18 July.

As well as the AGM, we alse work throughout the year to speak to our
members and 1o encourage feedback on the way we operate. The main
ways we did this during 2018/19 were:

Face to face

Our papular Member TalkBack programme continued through 2018/18
with the defivery of 11 events atross the UK, Over 750 mambers came
along to these events over the course of the year. TalkBacks give our
members the chance to meet and speak to the Society's Board and senior
management about anything on their mind 99% of members attending
felt *valued® or ‘more valued’ as a resuit of taking part. In 2019/20 we're

loaking to increase the number of TalkBacks held, visiting mare towns
and cities, 2nd meeting even more members.

Our branch teams have aiso been invalved i their communities. They
attended or held 168 events in 2018/19, ranging from supporting lecal
fetes, carnwals and Pride parades, through 1o offering advice on protecting
yourself from fraud, educating cniidren on money and helping people to
understand the world of mortgages. We held over 2,500 conversations at
these events with existing and prospective members,

Members were also able to engage with Nationwide colleacues at 10
agricultural shows and festivals across the UK, incuding the Royel Norfalk,
Great Yorkshire and the Royal Welsh shows.

Qnline

As well as the research Nationwide commissions to find aut how mermbers rate
ourservice, we have around 9,000 members signed up to our onfine customer
research community ‘Natienwice Connect’ which helps provide feedback
on a variety of topics incluging executive remuneration. Any member can
sign up to the Connect panel via our website This year the panel gave their
views on topics such as savings bonds, credit rard offerings, standard rate
mortgages and much more, via regular online discussions and polis

Natienwide Connett als¢ includes Member Suggestions. Any member who
wants to suggest a change or improvement to our products or services can
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submit it here, and they can also see siggestions made by oiker members.
fn 2018/19 just under 800 suggestions were made.

We also held two live online webcasts in 2018/19. One was a Westyle show
exclusively available for members, and the other gave & group of members
the opportunity to ask questions directly to Chief Executive loe Garrer on
evarything related o savings rates

From the live and on-demand views, over 2,300 members have baen able to
interact with this onling cantent. We'll cohtinue to consider webcasts as a
channel to reach our members for future engagement as cpportunities arisa,

Social media

The number of followers on the Soclety’s main secial media channels has
increased by Ti% gver the last 12 months with contert on these channals
being seen by over T million members and non-members. Content relating
to local branch stories, social investment and fraud education has gererated
the most engagement and advocacy.
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* the direciors on corporate governance won

Dear fellow member: of control ownarship across the Society, ard
tontrals in imoorant susiness activities suck

| am pleased to be able to report on the Audit as payments and digital services.
Committee’s key role In safequarding the interests -
AV .

‘ i - [0 comply with mandatory requiremens for
aof Nationwide for the benefit of rs. ST : - '

f . tofits members rotation of the external auditor, we completad

“he Comimittee continues tc challenge the arigorous tender process which resuited in the

finanwizl reports prepared by managemeant, to selection of Grnst & Young LLP wno will b
scrutinise the effectiveness of the Sociaty's auditor for the 2020 year end, subject 'o
internal contrals. 1o review the Society's approval at the Annual General Mesting. This
procedures for fighting financia! crime, and 1o year the Committes hes cverseen preparation
aversee the assurance work of our internal and for the auditor trarsition and | lcok forwar? to

exiernal auditors. We monitor external risks to working with: EY.
ensure that reporiing and controls respond 10 . . _— . .

. . should like to thank PwC for the audit service
developments. This has included both : Nk PwC for the audit serv

they have provided to the Society over the last

uncertainty over future UK economic conditions 28 vears

and external security threats.
If any member has feedback on this reort,
Vshould be pleased io receive their commeant

Pwill attend the 2019 AGM and be avallabie fo

Jur oversight of financial reporting matters has
“ocused on assumptions driving loan foss

S A . - s 1 srovisions following a significant change in k e et
The Audit Committee has continued 0 tounting requirements thisyear We e alsg ST Members’ questions,
provide chall enge o management and ariontised montoring developmant of the contral Hevin Parry
oversee the integrity of financial reporting environment, including the increasing maturity  Chair - Audit Commimtes

and the strength of financial controls.” . .
Who sits on the Committee
The Board believes members of the Audit Committee have the financial, risk, control and commercial expertise

required to provide effective challenge to management. Kevin Parry and Tim Tookey are considered by the Boarg
to meet the requirement of the UK Corporate Governance Code to have recent and relevant financial experience,

Committee members Kewin Parry (Chair} Rita Clifton Lynhe Peacock Tim Tookey
Meetings attended (sligible to attend) 7N 6/(T) T TI{N

Regular attendees of the Committee include: Chairman of the Board, Chief Executive Officer, Deputy Chief Executive
Cfficer, Chief Internal Auditor, Chief Financial Officer, Chief Product and Propositions Officer, Chiaf Risk Officer,
Director of Financial Reporting and representatives of PricewaterhouseCoopers and Ernst & Young

62 of 269



Annual Report and Accounts 2019

report of the directors on corporate governance oo

How the Committee works

177

Report on the year

The Audit Committee comprises Independant non executive directors who
bring a giverse range of experience in business, finance, auditing, risk and
controls, with particular depth of experience in the financlal services
sactor. The Committee is therefore able to challenge and scrutinise the
wark of management, The Committee also draws on the expertise of key
acvisors and control funchons, including the mternal and external auditors.

The Committee provides oversight and advice to the Beard on the matters
listed in its ternms of refererce (available at nationwide.co.ulk) and reports
1o the Beard on those matters after each meeting. The Committea is
authorised by the Board to obtain any infermation ft needs from any
director or employee of the Society, t is also authorised to seek, at the
expense of the Society, appropriate professional advice as needed. The
Comnmittee did not need to take any independent advice during the year.

The Committee works closely with the Board Risk Committee, as some
matters are relevant to beth committees. A joint meeting was held
in March 2019 fo review the 2019/20 assurance plans for Risk and
Compliance Qversight and Internal Audit.

During the year, the Csmmittee met privately with the Chief Internal
Auditor, the Society’s external auditors and the Chief Risk Officer, without
management present.

The Committee reviews its terms of reference and its aciivibes over the previous
year as part of an annual cycle to confirm thit its activities were in line with
its remit. More detail on the Committee’s duties and responsibilities can be
found within its terms of reference on the Society's website: nationwide.co.uk

The Committee’s effectiveness is reviewed annually. In 2018, 2 number of
recommendations were made to improve the performance of the Committee.
In response to the outcome of the review, there are regular presentations
to the Board by the Chief internat Auditor, gving an overview of the control
environment and suggestions for continuous improvement. The 2619
effectiveness review process is described on page [58).

Preparation of the financial statements and external financial reporting

The Commutize spent significant ime in reviewing the half vear and full
year financial statements, and also the interim management statements
published in August 2018 and February 2019. In particuiar, the Committee
discussed and challenged management's analyses, the external auditor's
work and conclusions on the main areas of judgement.

Internal controls and risk management systems are in place to provide
assurance over the preparation of the Annual Report and Accounts.
Financial Information submitted for inclusion in the financial statements
s attested by individuals with appropriate knowledge and experience.
The Annual Report and Accounts are scrutinised throughout the process
by relevant senior stakeholders before being submitted fo the Audit
Committee, who provide debate and chaflenge, before recommending to
the Board for approval. Key controls in the process are subject to regular
testing, the results of which are reperted to the Audit Comimittee.

How the Committee spent its time in the year

&

@ Financial reporting % Internal controls and risk management (including internal audit) & External audit
® financial crime @ Statutory duties Other (including meeting administratior)
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M of ine directars on corporate governancs icontinues,

Key areas/matters considered by the Committee during the year

The significant judgements, issues and actions taken by the Committze in relation to the Annual Report and Accounts 2019 are outlined helow. Each of these matters was discussed with i )
wihere appropriate, have been addressed as areas of audit focus in the Auditors” Report. the external auditor during the year and,

Area of focus

noam.._mnmm_m respanse

Accounting policies, including

the impiementation of IFRS 8
(accounting for financial instruments)
and forthcoming implementation

of IFRS 16 (leases)

Alternative Performance Measures
and disclosure of member financial
benefit

Details on member financial benefit are
shown on page [30]

Going concern and business viability
statement

See the Directors” Report {page {997)
for the business viability and the going
concern statements

The Committee reviewed the Society's accounting policies and confirmad they were appropriate to be used in the financial stat i ici
reqjuired by new and forthcorning accounting standarts, and the effectiveness of new models and processes introduced _Mm 2 amwu_m_._m. 150 consicred changes to poliies

|FRS & was implemented for the 2018/19 financial year and represents a significant change in accounting. The Committse had monj j

X ° . A ) - monitored the Society's pre i

intreduction of IFRS 9 SBEEE ¢_m, _au“mamzazoz programme, andin M.o."mzw received regular reporting from management on the sutputs ﬂw%%aﬂ%“ﬁﬁmﬂﬁm&
value of any post ao..um_ muEmmsgw in ﬂ_mﬁ_oa 1o expected credt loss provisions. The Committee also discussed management's regular cyde of moded monitoring and
.n_méon_._._ma. which included incorporating _m;o the models a number of items previously recogmised as post mode! adjustments, At the Committee's request, man t
inciuded changes ta madels in regular reporting to the Committee, management

The Committee received updates from managernent on preparations for the adoption of IFRS 16, which will also become effective from 2015/20. The Committee discussed

work carrled out to identify leases which will be recognised on the balance sheet and the quantification of adjustments on i ion, i i
ariad moact i the firancial Satermans, | an implementation, including the disclosure of the

The Committee considered management’s proposal to adopt the hedge accounting provisicns of IFRS 9 for individual hedges from 2019/20 and agreed that it was appropriate

The Commitiee continues to consider that certaln non-GAAP measures, such as underlying profit, aid an understandie [ itis i

‘ s 3 : ' g of the Society’s resuilts. However, it

tems are mxn_.ﬁnu from underlying m_da only where 9,3\ do net relate to ongoing business perforrnance. Following discussion with management, the %_m%m%nmﬁwhhmﬁﬂ:
profit was reviewed and updated during the year, resulting in a change to include both the Bank Levy and FSCS management charges in underiying profit :

The other performance disclosure considered carefully by the Cormittee was the value for member financial benefit included In Nationwide® i i i

4 I ) 2 A ationwide's financial reporting. Th i
shows the benefit provided to members in the form of differentiated pricing and incentives, representing Nationwide's interest rate differential, lower amwumam:ma:mwﬁ%ﬂmﬁ
incentives compared with market averages and is considered a key performance indicator. )

The Committee was pleased that, following improvements made in the prior year, the documentation of, and controls over, i I
. T Eommitlee v S Shes Wi the Caclaton, ) . the calculation of member financial benefit measure

The Committee reviewed the going concem basis of preparation of the financial statements and the statement of businass viahili i

wed the going concem bas e in: ity for recommendation to the Board
zpprovel. >.m a nmnom;sxsm._:ﬂnce.u:. liquidity management and viability are core requirements for the Society and thers is substantial oversight by the momma SB,M: the
Risk Committee and the Audit Committee. Information scrutinised by the Committee in drawing conclusicns inciuded assessiment of levels of capital and availability of funding

and liquidity, together with output of stress tests and reverse stress tests, [t also covered profitability from business activities and any matters 1
tp ; . ter ffect
performance and financial position, together with the assessment of principal risks. oy matters el 1o sfect e developmen.

The Committee considered whether a longer period than three years should be coverad in the viability statement, concludin i ! i
; : o A g that, as in the prior year, a f
was appropriate, particularly when taking into account changes in the etonomic, technological and regulatary environment. pricr year, a period of three vears

The Committee concluded that it remained appropriate fo prepare the accounts on a going contem basis and recommended the viability statement to the Board for approval,
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.>_.mm of focus

Fair. balanced and understandable The Society's Annual Report and Accounts, taken as a whole, must be far, balanced and understandable.

report and accounts The Committee considered the overall presentation of the financial statements and was satisfied that the reporting, including the disclosures in the notes to the accounts,
fairly represented the results and business performance for the year ended 4 April 2019,
The Committee considered the Annual Report and Accounts against a number of hallmarks of ‘fair, balanced and understandable’ including whether the overall portrayal of
Nationwide was open and honest, setting out both successes and challenges, and whether language was used that a person with reasonable knowledge of financial sector
financial reporting could understand, The Committee also considered whether the reporting was relevant in the context of the Saciety's strategy.

The Committee considered a report by management setting out the review processes used to assess the overal} presentation of the Annual Report and Accounts. This included
an indeperdent management review by members of executive management covering a wide range of business responsibilities, which concluded that the reporting was clear,
consistent, balanced, open and appropriately focused on matarial items.

The Committee reviewed the draft Corporate governance report and was satisfied that it presentad an accurate view of the work of the Board and its Committees

After consideration of management's report and the Committee's own review, the Committee concluded that it could inform the Board that, in its opinion. the Annual Report
and Accounts were fair, balanced and understandable.

n compiling a set of financial staternents, It is necessary to make estimates and judgements about outcormes that are typically dependent on future events. Significant matters are set out below. In addition, the Committee reviewed and was
satisfied with managament’s application of the effective Interest rate method, assumptions refaiing 1o the calculation of the defined benefit pension deficit, and hedge accounting.

Area of focus ,ﬁ%@;

P fed Given the materiality of Nationwide's loan portfolios and the significance of changes to provisioning methodology intraduced with IFRS S from § Aprit 2018, understandin
Impairment provisions Tor loan T ' A h ° - P g
po rifolios and refated disclosures the Society's exposure to credit risk and ensuring that impairment provisions are appropriate are key priorities for the Audit Committee,

The intraduction of provisions based on expected credit losses In accordance with IFRS @ required impiementation of a new suite of models, using key assumptions about the
impact on loan portfolio performance of a range of potential economic scenarics. The Committee challenged management over the scenarios madelled to ensure that they
adequately reflected uncertainty in the economic outlook and the potential for an econormic downturn from the benign environment experienced in recent years Following
detailed review and discussion, assumptions and probabilities for central, upside and downside scenarios, as weil as a severe economic downturn, were agreed,

Nationwide published its report on the transition to IFRS 9 in June 2018 ang the Committee held an additional meeting to review the report, The Committee scrutmized in
detail the approach taken 1o identifying loans which had experienced a significant increase in credit risk. including the assessment of the nsk of borrowers failing to repay

interest only loans at maturity, principally in the buy-to-let portfofle, The Committee also focused on the clarity and transparency of disclosuras in the report, and askec
management to confirm that best practice disciosures were Included as far as possible.

At the year end, the Commitiee challenged management to ensure that all relevant risks had been taken into accaunt in the expected credit nsk models. and that post model
adjustments were recognised for risks which could not be modefled, The Committee discussed economic uncertainty in the UX, particularly in the perod before Brexit,
satisfying itself that these risks had been considered sufficiently in impairment provisions, The Committea requested assurance from management that latest data avaiiable
regarding indications of affordability pressure, and alsa performance of interest enly loans at maturity, had been considered. It also discussed ary heightened risk in the
cormercial property lending portfelic arising from exposure to the retal sector. The Committee was satisfied with the overail level of provisioning. Looking forward, the
Committee encouraged management to continue to develep disclosure, pricritising transparency and clarity of disclosures, as well as supporting the aims of the P-udential
Reguiatory Authority and industry peers to improve consistency.

Information on credit risk and assumptions
relating to expected credit losses are included
in Note 10 to the Financial Statements
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Berort of the directors on corporate Jovarrancs cent rued

Key areas/matters considered by the Commitiee during the year (continued)

Area of focus Committee’s respanse .
Provisions for customer redress The Comittee received updates on a number of conduct-related matters during the year and considered whether provisions for customer redress were appropriate.
Assumptions used Tn calculating provisions for customer redress are often highly judgemental, including in relation to the volume of cas i
X . o . ) s and amounts of redress required.
Information on provisions is included Judgement may also be needed in assessing the likelthood of potential conduct issues crystallising, and evaluating whether 3 provision, or alternatively disclosura oMM

contingent liability, is required.

The Committee reviewed judgements and estimates for a number of conduct-related issues, discussing with management matters includin inistrati

¥ ; e N ; " g administration of custo
accounts, am:.ooau__m:n,m with consumer credit _8_w_mm_o: and other issues subject to ongeing remediation, including the sale of Pavment Protection iwca:ﬁ.m %vmgmﬂa the
related Plevin legal case in respect of high levels of undisclosed commissian. Discussions ineluded the criteria for recognition of new provisions or provision releases, as well
as the estimation of liabilities. "

in note [27] o the Financial Statements

The Committee reviewed latest data on PPl and Plevin complaint volumes at each reporting period, challenging management to ensure a i iti

b atesl ] A \ ! ) ppropriate recagnition of the gk
of an escalation of complaints in the period to the FCA's August 2013 deadline for complaint submission. Information reviewed included historic Sav_mmmﬁ rates and :u,_._o_a
rates as well as market experience and expectations for further media and claims management company activities.

Provisions for other conduct matters were reviewed and the basis for assumptions challenged, including the fikely potential cutcomes for those matters where less historic
experience is available.

The Committes concluded that the current provisions held by the Society were appropriate

Capitalisation and impairment Following the announcement in September 2018 of a significant additional investment in tachnclogy, the Committee reviewed the work carried out by management to identify

any existing assets whose useful fife or vaiue was affected by the new investment. The Committee scrutinised carefully the scope and depth of i
of software satisfied that the amount written off was appropriate, y P pih of work carried oul, and was

The Committes has responsibility for monitoring the adequacy of the control environment, includirg the preventien of financial crime. Following reporting of control improvements required in areas of IT in the prior year, and also
ar Increase in the number of open issuies raised by Intemal Audit, the Committes increased the time spent, this year reviewing internal controf matters and ensuring that there was sufficient management focus on ﬂsv@maasw
The Committea's review of the operation of internal controls encompassed the following: .

Area of focus Committee’s response

Controls Control environment

The Cernmittee tontinued to manitor the overal effectiveness of the Society's contre! environment, including work to strengthen and enhance controls. The Commitiee was

uptated regularly on the status of impartant work to streamline the approach to control ownership, including management accountability for key controls and declarations of
controf effectiveness.

Financial controls

_.:.m moaa._nmm reviewed reporting by management on the effectiveness of the financial controls framework. The Committee also considered analysis by management of the
E_H.._n_nm_ aam_,m:nmm between the n_._:.mamwuamn: and a Sarbanes-Oxley approach 1o Internal financial controls, concluding that the steps proposed by managerment would
defiver an appropriately robust and proportionate approach. The Committee also scrutinised reporting on the effectiveness of contrals relating to balance sheet substantiation,

considering the results of management's control testing as well as the low level of errors and reparied control weaknesses in concluding that the control envisnment is
adeguate and there is appropriate focus on continued improvement.
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<y areas/matters considered by the Committee during the year icontinued)

-

Area of focus

Controls Security, IT controls and operational resilience

The ncaaﬁmm. Boa.ﬁ_.mu closely work ap_.mmn_ on strengthening ?::ﬂ aspects of security management. Internal Audit also completed several refated audds during the year,
and the Committee discussed with PwC »:m.:.ﬁms_ an centrols over privileged access to [T systems. These reports, together with reperting by management, demonstrated the
progress made in the year and informed priorities going forward. The Committee will continue to monitor this impertant aspect of contrel in the forthcoming year.

Financial crime

Financial crime ts a broad term that includes anti-bribery and corruption, anti-money laundering, fraud, theft from customers’ aceounts and card refated thefts. The Commuites
received a number of reports on each of these areas. )

The Commiittes noted that a comprehensive review of the Society’s Anti-Bribery and Corruption policies and framewaork had been carried out, and good progress had been
made. The Committee emphasised the importance of understanding and monitoring this risk in third parties, The Commuttee also received z report from the Group Anti-Money
Laundering Officer and noted the improvement in the capabilities of the Society,

The Committee _.msmsﬁ a detailed report on anti-fraud controls, which noted the relatively low level of losses but emphasised the continued external threat. The Committee
also considered the implications of the approach of the Payment Services Requlator and eonsumer organisations i liability for fraud losses, stressing the importance of industry
co-ordination. In the contaxt of the Board's risk appetite, the Committee was satisfied with the steps being taken to reduce losses from financia! crime. ’

First line controls

During the year the Committee introduced a series of deep dives into key aspects of first line controls, which included anti-fraud controls, payments controls and controls Tn
digitat servicas. This enabled the Committee to engage directly with relevant executive management to ensure that risks are fully understood and the effectiveness of controls
is monitored and improved as necessary. The Committee was satisfied that contrels are being developed, enhanced ard then embedded in important business areas where
development is fast paced and Tt is critically important to ensure that controls keep pace.

The Committee has responsibilities beyond financial reporting gisclosures, judgments and estimates and the control environment. Cther matters considered during the year were:

Area of focus

Capital and gdistributions The Commitiee is responsible far advising the Board on the afferdability of making distributions to holders of Core Capital Deferred Shiares (CCDS) and AT1 securities and
recommended to the Board that the payments proposed by management he made.

Tax The Committee reviewed the management of Nationwide's tax affairs and discussed with the Head of Tax Management the management of tax risk in business activities.
The Comimittae also reviewed the updated tax strategy prior to approval by the Board and external publication.
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Internal Audit

ruen

Senior statutory auditor

Audit and non-audit fees

The Committee works closely with the Chief Internal Auditor who reports
directly to the Charrman of the Audit Committee. Throughout the <mm_...¢._m
Committee continued to monitor the progress of the internal audit function.

The Audit Committee approved the annual audit plan and all changes to
the plan during the year, which werz reviewed gquarterly. The scope of work
takes account of the function’s own assessment of risks, and the input of
first and second line management and the Audit Committes itself. The
Committee also approved the risk-based frequency of audit coverage to be
1:sed n planning internal audit activities. The annual audit plan and annual
risk and compliance plans were approved at a joint meeting of the Audit
and Risk Committees where the Committees reviewed materials setting
out the co-ordination and combined coverage of these plans.

The Committee received quarterly updates from the Chief Internal Auditor
on the work of the internal audit function, drawing its attention to the most
significant audit work which included operational resilience, foundational T
2nd security controls, The Comemittee continued to focus on the prampt and
effective resolution of control issues raised by intemnal audit, where progress
was made curing the yezr, although this remains an area of focus, particularly
in respect of complex issues which require extended time to resolve.

The quality of internal audit's work is menitored by a quality controt function
whose head reports findings directly to the Audit Committee Chairman.
No major issues were reparted although there was continued focus en
improving the quality of documentation. The effectiveness of the internal
audit function was also assessed by means of 2 survey of recipients of
internal audit work. The findings showed that internal audit continues to
be effective, Independent and objective. Prianties for continued
improvement included clarification of the relationship between Internal
Audhit and other lines of defence, consistent focus on the more material
issues and continuing to develop technical expertise in specialist areas.

The Committee reviewed the resourcing of the audit function each quarter
and was satisfied that the resources were appropriate. The Audit Committee
Chairman and the Chief Intermal Auditor review progress on a monthly basis.
The Comimittee also considered the new organisational structure of the
internal audit function, which recognises the changing focus of its activities
as business priorities and risks develop, concluding that it was appropriate.

External Audit

PwC acted as the Society’s external audit firm throughout the 2018/19
financial year. The Audit Committee is responsible for overseeing the
relationship with the externa! auditor, and for the effectiveness of the
aidit process.

Hemione Hudson of PwC has been Nationwide's senior statutory auditor
for the 2015 year through to 2019 year end. Under regulation Ms Hudson
would be due for rotation following the 2019 year end audit which
coincides with the audit rotation date. PwC's report can be found on pages
[170} to [178).

Audit quality and materiality

The Cormittee has a responsibility for reviewing the quality and effectiveness
of the external audit. The Committee approved the scope of the audit plan
and materiality level in advance of the annual audit. Materiality is the level
at which the auditor considers that a misstatement wouid compromise the
truth or faimess of the financial staterments. For 2018719, overall Group
audit materfality was set at £42.3 million {2018: £54.5 million).

Auditor independence

The Board has an established policy setting out the non-audit services that can
be provided by the external auditor. The aim of the policy, which is reviewed
annually, is to safeguard the independence and objectivity of the external
auditors and comply with the ethical standards of the Financial Reporting
Councit (FRC). The policy specifies non-audit services provided by the extermal
auditor that are either permitted or prohibited. PwC has confinmed that it has
complied with relevant requiatory and professional requirements and its
obiectivity is not impaired. The Committee s satisfied that PwC remained
independent throughout the year.

Audit outputs

During the year the Commitiee reviewed the foliowing raports:

* PwC's year end report for the 2017/18 financial year and its statutory
opinion in respect of the year. The report set out key areas of focus in the
audit work, namely year end impainment provisions and the judgements
made n determining opening IFRS 9 provisions for 2018/19, judgements
in refation to conduct provisions and controls over priviteged access. The
Audit Committee Chairman met with the PwC audit partners in advance
of Committee meetings during the year and discussed in detail the basis
of their opinion on the key judgements in the financial statements.

« Pw(’s report on the findings from their review of the Interim Financial
Statements.

+ Pw('s private reports to the Prudential Regulation Authority (PRA),
which focused on key areas a5 requested by the PRA, inchuding aspects
of expected credit loss methodology.
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The Committee reviewed and approved the external auditor's engagement
letter and proposed audit fee.

Under the Society's non-audit fees policy, all non-augit work is approved by
the Audit Committee where the fee is over £50,000, or by the Audit
Committee Chairman and the Chief Financial Officer with ratification at the
next Audit Committee meeting where the fee is beiow £50,000. During
the year, the Committee considered a number of propesals from
management to use the external auditors for non-audit services, ensuring
that management had considered alternative suppliers and scrutinising
analysis of any potantial threats to auditor independence. The value of

non-audit fees incured in the year was reported ta the Committee at each
regutar meeting.

A regulatory cap on the annual value of non-audit feas of 70% ¢f the
average of three years' audit fee will be mandatery for Nationwide in
2022/23, being the fourth financial year following the forthcoming change
of auditor. The Committee monitors the cumulative value of non-audit
work with the aim of operating within this framework in advance of the
regulatory requirement.

The fees paid to PwC for the year ended 4 April 2013 totalled £6.8 million
(2018: £5.5 miflion), of which £2.8 milfion (2018; £1.8 million) were
for non-audit services, Non-audit services represented 67% (2078: 51%)
of the statutory audit fee. Fees for individual non-audit services where the
expenditure was more than £100,000 were:
« Supporting the selection and preparation for implementation

of a governance, risk and control system; fees of £247,100
= Half year review; fees of £208,600

» Assurance on work to enhance privileged access management;
fees of £157,000

* Assurance over the Scciety's technology strategy implementation;
fees of £1.6 million.

The remaining non-audit services relate to treasury funding 1ssuances and
programme updates, and cyber security assessment,

The total fees are set ut in note 8 to the Financial Statements on page [202].

Having reviewed bath the quantum of the non-audit fees and the nature
of the work carried out, the Committee is satisfied that the non-audit work
do not detract frem PwC's audit independence.
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Audit effectiveness

Auditor rotation

The Committee reviews the effactiveness of the external audit process en an
annual basis. The Committee received a report on audit effectiveness based on
a questionnaire to Audit Committee members and those members of
management who interact with the auditors. It showed that the external
auditor was performing its duties in an independent ang effective manner,
with some improvement in feedback results compared with the prior year.
The Committze conchuded that the rating given to PwC remained acceptable,
with strengths including planning, engagernent with senier management and
communication. Sorne areas for improvement were noted, induding praviding
greater insight Into industry practice and ensuring challenges to management
are communicated as early as possible, PwC has responded effectively to
the findings. Fallawing the review, it was recommended te the Board 2nd
subsequently to the Annual General Meeting that PwC be reappornted as
auditor for the 2078/19 financial year.

Fallowing the completion of a competitive tender in 2017, Ernst & Young

LLP (EY) will be recommended te the members as Nationwide's auditor far

2015/20 atthe AGM in 2019. During the year. EY commenced planning for

the audit, including engaging widely with management, shadowing the

PwC audit, including understanding key areas of audit focus and management

judgement, and observing Audit Committee meetings. As part of the

transition, the following reports were presented to the Augit Commiittee:

* EY's transition plan, which set out the audit transition activities
compieted and planned, and confirmed the firm’s independence

» an Initial Observations report, which set out EY's views on various aspects
of governance and cantrol based on their audit planning activities.

Further information on the competitive tender process is presented in the
Audit Committee report of the 2018 Annual Repert and Accounts.
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The year ahead

In 2019/20 the Audit Committee will continue to focus on its oversight of the
financial reporting and internal controts of Nationwide, including monitoring
the ongoing maturity of expected credit foss provisions under IFRS S,

A key area of focus for the Commitiee will be the effective transition to the
Incoming audit firm to ensure that audit independence and guality is
safeguarded. The Committee will also continue to work with the Boasd Risk
Committes to ensure that the Internal Audit, Prudential Risk Oversight and
Compliance Oversight functions have appropriate and co-ondinated pians
in place and will monitor therr progress and implementation.

In the challenging and competitive environment in which Nationwide
operates, the Audit Committea remains committed to its vital role in
overseeing the integrity of financial repanting and effectiveness of controls,
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Feport of the directors on corporate governance scentinue?,

“The Board Risk Committee has
continued to provide support and
challenge to management to ensure
that our members. their money
and the Societys safety and security
are being appropriately protected.”

Dear fellow member,

| am preased 10 present the Board Risk Committee’s
repoct for the financial year ended 4 Aprit 2019,
During the year. we have continued to focus on
maintaining operationai resilience to provide the
service that our members expect. Despite custorner
axpectations continuing 1o increase and other
challenges remaining in the external environment,
the Sonety's nsk profile has stayed broadly stable
through monitoring and proactively managing risk
exposures before they have crystallised.

oxiernal challenges have included uncertainty in
the macroeconoimic environment relating to Brexit,
further competition for our core products, as well as
continued customer affordability pressures.
Techngiogical change has continued at pace and
the nature of threats in the IT and cyber
environments have continued to evolve. Intarnally,
the number of operational incidents has reduced
despite increasing transaction volumes and delivery
of complex change ritiatives, The Committze has
been focused on challenging management te ensure
that our systems are built to tast, that conduct

matters are proactively identified and resolved and
that our members receive the level of sarvice they
expect from Nationwide. Whilst the Commitiee
refains overall responsibility for provicing oversight
and advice to the Board on all risk matters,
assessment and measurement of IT relatad nisk s
delegated to the Board iT and Resilience Commitiee
{BITRCY; regular reporiing 15 nrovided fo the
Committee from BITRC and further detail can be
found in that Committee’s report on page [74].

Whilst ensuring robust management of key risks,
this year has seen the Commuttee continue to orovide
advice to management. with active support for ine
Society's strategy. The Committee has continuer 10
provide oversight of the impontant role plaved by
the Riske community independent of the Society’s
operations, has oversesn the conscious further
investment in risk capability through developing ris
people, systems and innovetion agenda. and has
ensured tha: sufficient priorty is given to mainzaining
strong relationships with our regulators.

e

Tim Tookey
Cheir - Board Risk Committee

Who sits
on the
.
Committee
Committee members Tim Tookey (Chair}  Albert Hitchcock  Mitchel Lenson Kevin Parry Lynne Peacock
{tcined the Committes
n January 2015)
Meetings attended {eligible to attend) 71T 710 T TN

Regular attendees of the Commitiee include: Chairman of the Board, Chief Executive Officer, Deputy Chief Executive Officer,
Chief Products and Propasition Officer, Chief Financial Officer, Chief Operating Officer, Chief Risk Officer, Chief Credit Officer.
Chief Internal Auditor and representatives of the auditors, PricewaterhouseCaopers.
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How the Committee works

The Board Risk Cammittee comprises independent non executive directors
whose attendance record is set out on page [70]. Albert Hitchcock became
a nernber of the Committee in January 2018, Details of the skills anc
experience of the Committee members can be found in their biographies
on pages [38] to [45] The Committee 1s scheduled to meet seven times a
year and additionally as and when required During the year there was one
joint Audit and Board Risk Committee meeting to consider matters of
common mnterest: the overall assurance plan, the annual oversight plan and

the annual internal audit plan.

In addition to the regular attendees from management, the Committee
invites the CEO for his perspectives on the current and emerging risk
profile of the Soclety and receives a report from the Chief Risk Officer on
the same matiers at each meeting. Subject matter experts are also invited
to Committee meetings to present on a variety of topics. Feflowing eath
meeting, updatas are provided to the Board, summarising activities
undertaken, areas where the Committee had challenged management and
key decisions taken, Updates from the Committee to the Board are
accompanied by reports from the Chief Risk Officer.

The Committee delegates responsibility for cversight and challenge of the
day-to-day IT and resilience nisk, control and oversight arrangernents to the
Board IT and Resilience Committes. This includes reviewing the effectiveness
of the relevant aspects of the control environment, The Board IT and
Rasilience Committes formally reports on these matters to the Board Risk
Carnmittes, The Baard Risk Committee also oversees the Executive Risk
Commuttee. which Is the management committee responsible for ensuring

a co-ordinated risk managerment approach across all the Society's risks.

The Committee reviews its terms of reference and its activities over the
previous year as part of an annual cycle to confirm that fts activities were
in line with its remit. More detail on the Committee’s duties and
responsibilities can be found within its terrns of reference on the Soclety’s
websie: nationwide.co.uk

e

The Committes’s effectveness 1s reviewed annualiy. in 2018, the review was
carried out 25 part of the overall review of the effectiveness of the Board
and its committees. In respense to the outcome of the review, the Committee
will continue to focus on developing a dynamic framework within which the
Roard continually assesses its appetite for risk. In addition, there will be an
increased focus on macro nisks, cultural, comgpetitive, and environmental
risks, and reviews of the appropriate balancing of risks and rewards across
various components of our strategy. The 2019 effectiveness review process
is described on page [58].

Report on the year

The principal purpose of the Committee is to provide oversight on behalf of,
and advice 1o, the Board in relation to risk-related mattess. The Committee
fulfils this role by providirig advice, sversight and challenge to enable
management to promote, embed and maintain a strong risk awareness
cutture throughout the Seciety. The Society's approach to the management
of nsk is set out in more detzil on pages [1077 to 103,

In addition to considering the Scciely’s current and emerging risk exposures,
the Committee also considered longer-term risks to delivering the Sodiety's
strategy and emerging issues that could present risks in the future.

The Board considers the appropriateness of the Society’s strategic plan in the
context of its nsk appetite. During the year, the Committee recommended
the Society's Board risk appetite to the Board and monitored performance
against it by undertaking appropriate reviews on material risk issues against
the set risk appetite.

On behalf of the Board, the Committee reviewed and approved the Society's
Internal Capital Adequacy Assessment Process (ICAAPY and Internal Liguidity
Adequacy Assessment Process (ILAAP) documents, In addition, under a
delegated mandata from the Board, the Committee approved:

« The Enterprise Risk Managemnent Framework (ERMF) which defines
what risk management is and how it works at Nationwide

= The Society's risk strategy

+ Pillar 3 disclosures and the updated Pillar 3 Disclosure Policy

+ The Society's recovery plan.

How the Committee spent its time in the year

6 Prudential risk ¥ Operational risk @ Conduct and compliance risk @ Enterprise risk

& Other matters (including meeting administration)

!t should Be noted that the Board IT and Resilience Commitiae aiso covers significant areas of operational risk oversight on behalf of the Bozrd Risk Committes
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Sepert o e directors on COrporate Jovernance continusd,

Key areas/matters considered by the Committee during the year

The Committee batanced s agenda to contimue to focus on stending areas of risk management whilst ensuring key risks were escalated for consideration during the course of the year. As part of this, the Committee reviewed the
Society's risk profile, facilitated by reporting and analysis from the Chief Risk Officer. An outline of other key matters considered by the Committee in the year is broken down by risk category and set cut below:

Area of focus

Prudential Risk

(includes credit, model, liquidity and funding,
market, solvency and pension risks)

Operational Risk

Committee’s respanse

The Society lends in a respensible, affordable and sustainable way to ensure we safequard members and the financial sirength of the Society through th
L ] A, e credit cycle.
It raintains sufficient capital and liquidity resources to support current business activity, induding pianred growth, 1 remain resiiient to mwasah stress, o

In this context, the Committee discussed macroeconomic risk matters against a challenging global geopofitical backdrop and the uncertainty around Brexit. Th
rontinually manitored and assessed o manage the impact on the Society’s business. ty around Brext. These events were

The Committee n_mn_c.ﬂon m:& challenged amnmmmama on the risks associated with potent:al weaknesses in the design or execution of madels used by the Society. During the |
year there was a training session for the Committee members for & better understanding of the key features of the Society's rmost important models. Models are used to support W
key decisions inciuding in refation to the amount of capital and liquidity resources required, lending and pricing, resourcing and earnings.

During the year, the Committee reviewed a number of aspects of prudential risk as required by the PRA, including the Society’s capital and liquidity adequacy (a5 reported “
in the ICAAP and the ILAAP respectively), the Pilfar 3 risk disclosures, the recovery plan and associated regulatory reporting. It also asmsaama Mﬁ_.o,moa mma_.mmﬂmunooﬂm?m
2018 Concurrent Stress Test focusing on new requirements for astimating loan loss provisions on an expected loss basis.

The Cormittee held deep dive sessions to discuss controls in place ta mitigate mongage credit risk in different scenarios This included its approach to managing risk within
the unsecured lending and buy 1o let portfolios to ensure they remain within the Board's approved risk appetite, The Committee also held a deep dive session on the
performance of the Society’s savings, current account and prime morigage portfolios.

The Committee undertook an evaluation of the ability of the Society’s business model to endure stress through a review of the 2078 reverse strass test. The nrini j
i . principal scenario
explored was based on the work carried out on the 2017 reverse stress test and the Bank of England's Biennial Exploratory Scenano. The Society was challenged wo consider

how it would react to a range of scenarios, including an environment of sustained low interest rates and margin compression. The Committee considered how the Society
would remain resilient and stable in such :nstances.

The Society minimises customer disruption, financial loss and reputational damage through providing sustainable customer services and resifient systemns,

In addition to receiving regular repoerts o:.: related risk, resilience issues, [T-refated risk decisions taken and other important matters from the Chairman of the Board IT &
Resilience Committee, the Committee reviewed key areas of operational risk exposure during the year including:

« the risk management and assurance approach for delivery of the technology investment.

+ the management of outsourcing and third party related risks with a focus on three key areas - procurement and contracts, operational vendor management and the testing
and assurance of sunpliers.

« how the Society is ensuring compliance with the requinements of the General Data Protection Regulation {(GDPR) and to enhance membars’ data protection and privacy.
= how the Society supports colleagues in managing specific risks including insider threat and IT privileged access.
* the contingenty plans 1o mitigate the impact of various potential Brexit scenarios on the business of the Society.

The noaamﬁsm discussed the findings and learmnings identified from the result of a Business Continuity Incident Management exercise which was carried out at the Executive
Committee level.
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Key areas/matters considerec oy the Committes during i

Area of focus - Commitiess ool 2 g _ _ R

Conduct and compliance risk

The Society treats customers fairly, before, during and after the sales process through offering products and services which meet customer naeds and expectations, perform as
represented and provide value for money.

The Comrmittee has continued to champian the Society’s approach to the engeing embedding of conduct risk, meaning that the Society's proguucts and processes are focused on
delivering good customer owstcomes and minimising regulatory non-compliance.

The Committee discussed residual risks to compliance with the General Data Protection Regulation (GDPR) and roted the continued focus by the Society on ensuring compliance
with the requirements of the requlation.

The Comemittee also discussed and approved thie Society's approach to managing the emerging risks relating to data ethics and the ways in which the Society uses merrbers' data,
Managernent was chalienged to ensuire 2 contintous embedding of conduct risk awareness and the need for consideration of eonduct risk at the early stages of developing new propostions.
It should be noted that whilst the conduct risk profile of the Seciety was considered satisfactory, there will always be focus maintained on further embedding conduct nisk awareness.

On behalf of the Board, the Committee approved the Soclety's Complaint Handling Framework and the Society’s Treasury Communications Pelicy which have been put in place to
satisfy the requirements of the Markets in Financial Instruments Directive I| (MiFID 11) regulation with respect to complaints handling and call recording respectively.

The Committe reviewed the progress on the implementation of the BUBS 239 Reporting Principles (principles for effective data aggregation and risk reporting) and approved the
Society's Risk Data Aggregation and Risk Reporting Framework.

The Society operates a mutual business model which is sustainable and remains within the constraints of the Building Societies Act in 2 strass. In this context, the Committee has:

« (On behalf of the Board, endorsed the Board's risk appetite which clearly sets out the amount and type of risk that the Board is comfortable with the Society taking.
This 1 to ensure that it remains sustainable in the long term for all members’ benefit. Within the parametars set by the Baard's risk appatite, the Cornmittze performed

a regular review of the Society's risk performance to ensure that appropriate action was being taken and to inform consideration of any potential risk adjustments to
execltive remuneration.

Enterprise risk

{includes Business risk}

= Approved the results of the review of the Society's Enterprise Risk Management Framework (ERMF), an annual review of the adequacy of Nationwide's system of risk
management and internal controis. The review conciuded that the Society's system of risk management and internal control wes adequate when assessed agamst the
Board's risk appetite.

- Approved the Saciety's risk strategy which had been updated based on changes to the axternai environment, the Society's technelogy strategy and updated Board risk
appetite. Nationwide's risk strateqy sets out the Society’s approach 1o managing the emerging risk landscape over the medium to longer term,

During the year, the Committee recerved regular updates from the Society's second line oversight functions. It satisfied itself that the Society's segregation of duties be‘ween

the first and secend lines of defence is sufficiently robust to ensure that the Society's operational decisions receive apprepriate, imely and sufficient chalienge. The Commitiee
also approved changes to the Terms of Reference of the Executive Risk Committee,

As part of its remit to provide advice to the Remuneration Committee on potentiat risk adjustrnents to be applied to performance objectives incorporated in the incentive
structure for executives, the Committee reviewed a report from the Remuneration Committee on variable pay arrangements across the Society during the year.

The year ahead

The Society has ambitions to broaden and deepen its member relationships
through its lending, current accounts and savings portolios in an increasingly
competitive market, ensure its costs are controlled effectively, and continue
to invest in iT and operational resilience whilst managing changing reguiatory
requirements. Delivering against these objectives will be chaflenging but

these are the right areas to focus on for the benefit of the Society's members

-making sure that they are at the heart of everything the Seciety does.

To support this ambition, over the next 12 months the Committee will continue

to focus on the top and emerging risks, to momitor the uncertain

macroeconomic outlook, and o ensure the Society defivers what is required
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by regulators and other authorities - ensuring the Society 1 built to last.
The Committee will continue to support and challenge management in
addressing these requirements and in overseelng the strengthening of the
Society’s business operations, particularly with regard to operationa| resilience
—ensurmg that members’ interests are safeguarded
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Fenori of the direciors on corporate governance .coat nusd;

“It has been my privilege 1o chair this
Board Committee over the past 7 years.
as it oversees the future technology
roadmap to deliver legendary service
for current and future members.”

Dear fellow member.

The past year has been a momentous one for
your Society.

Wa are living through times of unprecedented
change, with technology transforming the way
we all live our lives. An increasing number of our
members are accessing our services digitally, and
Nationwide saw 220 miilien more mobile log-ins
than fast year and our mobile app now has

2.7 militon active users. Technology is enabling
new services, proposttions and business models;
this brings new opportunities but also creates

a new set of challenges we must rise to.

That is why in September 2018 we announced
olars for additional technology investment of
£1.3 bilion over five years to enhance our existing
technology programme. OQur technology investment
will deliver increased resilience. make us mare
secure and aeliver better member autcomes
through improved digital czpabilities and better
use of datz, whilst also driving down costs.

This 1 an exciting, ambitious lan to improve the
service we offer existing members and to develop
new capabilities to serve the needs of members
in the future. § want to reassure members thas
this is not a singie ‘big bang’ change. Rather,
mambers will see a series of improvements over
the course of time with =2ch step carefully managed.
In totality the changes will furthar improve the
guality of the service we can offer, all undersinned
by the security and relizbility our members exgeci,
and the Society's ethaos of mutuality

Gunn Weersted assumed the Chair of this
Committee in March 2013, | wish her and the
Committee every success. | am confident that the
Society is well placed 1 execue its ambitious
technelogy pregramme,

Mitche!l Lenson
Chair - 3oard T and Resitience Committee
{untif March 2018}

»
Who sits
on the
.

Committee » ) - : <)

Committee members Mitchet Lensan Gunn Waersted Mai Fyfield Albert Hitcheock Tim Tookey
(Chair unti (Chair from (Joined the Committes (Joined the Committes
March 2019) March 2019) in January 2019} n July 2078)

Mestings attended (dligible to attend} 6/(6} 6/(6) 6/{6) 1/ 4/{5)

Regular attendees of the Committee include: Chaiman of the Board, Chief Executive Officer, Deputy Chief Executive Officer,
Chief Operating Officer, Chief Financiat Officer, Chief Product & Propositions Officer, Chief Risk Officer, Chief Technology Officer,
Chief Data Officer, Chief Transformation Officer, Chief Internal Auditor: and the Society's external advisers Conrad Prince and
Oiver Bussmann. The Scciety's other external advisers partner business areas and attend the Committee where their specific

expertise is relevant and valuable to the Committee.
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How the Committee works

Report on the year

The Board IT and Resilience Committee supports the Board and the Board
Risk Committee.

The Committes comprises independent non executive directors whose
attendance record is set out on page [74}, Albert Hitcheock became a
member of the Committee in January 2019, and Gunn Waersted replaced
Mitchel Lenson as Chalr of the Committee in March 2019. The Committee
is supported by six externa! experts who help the Society keep up to date
with digital innovation, the mobile channel, payments, data, secunty

and resilience.

Feliowing each Committee meeting, the Chair of the Committee provides
verbal updates to the Board and the Board Risk Committee

The Committee reviews its terms of reference and its activities over the
previous year as part of an annual cycle to confirm that its activities were
1n line with its remit. More detail on the Committee’s duties and
responsibilities can be found within its terms of reference on the Society's
wehsite: nationwide.co.uk

The Committee’s effectiveness is reviewad annyally. In 2018, the review
was carried out as part of the overall review of the effectiveness of the
Board and Board Committees. Following the review, the Commuttee will
continue to focus on macro issues and develop a dyramic framework
for decisions linked to the strategic priorities of the business. The 2019
effactiveness review process is described on page [58].

In March 2018, the IT Strategy & Resilience Committee was successfully
repurposed as the Board [T and Restlience Committee. This year has seen
the Commitiee’s remit extended 10 include oversight of the recently
approved technology investment, in addition to providing aversight for
the Society’s [T and cyber-related risks, T service avaitability and defivery,
and monitoring execution of the Sotiety’s respective {T-related plans.

Additionally, the Committee provides chaltenge to, and oversight of, the
Society's management activities to ensure that the Society's technology
continues o deliver the best possible member experience. Concurrently,
the Committee is focused on ensuring that the Society's online and mebile
products are available when members need them and continue to keep
their data safe. More detail on the Committee’s duties and responsi
can be found within 1ts terms of reference on the Society's website:
nationwide.co.uk

How the Committee spent its time in the year

9% 3% 5% B

® Service delivery and operationat resilience -~ Technology programme and architectura
® (yberriskand security @ Dataand analytics @ Transformation delivery and operating model
IT risk and controls oversight & Other (including meeting administration)
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Renort of the directors on corporate governance iconuroed:

Key areas/matters considered by the Committee during the year

Area of focus

Committee’s response

Service delivery and
gperational resilience

Technology programme
and architecture

Cyber risk and security

The Committee reviewed IT service provision throughout the year considering incidents, root causes, solutions and strategic intent.

The Committee challenged management to maintain focus on operational impact, evidenced with the development of metrics to capture operationa! i

10 better monitor performance and member mBE.ﬂa__osmS IT incidents. A service avallability measure has been enhanced to Bnm:m E%Mw:.&% K_Mwﬁmmw“mﬁummon_me
rather than um..nm:ﬁom. 1o better assess am,suﬁ impact. _"T_;so:soa. the Committee has overseen activity to manage the risk of IT service outages that might impact .
member services and has focused on ensuring that any acticn taken 1o mitigate risk considered conduct risk, ensuring that memibers are fairly treated,

The Society's Operational Resilience Strategy wes approved and delivered in conjunction with the Resilience Programme, Highlights included the d
for the target state of operational resilience, demonstrating a good understanding of people, processes and technology. o : @ developrment of  fremenork

Technology programime

The investment in technology has been part of the 2018 Society-wide and was approved by the Board in September 2018. This investment underpi
N . . ; " . ins the plans to grow th
Society and provide better products and services to members. The investment wiil enable the Society to simplify ts technology estate and buils _.ﬂ_wsﬁm@:ﬂ_om{ u_mmmonum,”o

enable growth and diversification, and drive forward digital, data and analytics plans. The Committee challenged management to ensure that slgnificant deliverables are
business-driven and technology led.

The technology investment will create 2 technology model to meet future challenges and ensure success, Looking to the future, the Committee chall

; N L . . ° . ) enged managament to
prioritlse its activity across strategic workstreams to make sure the Society manages is resources to meet members® neads efficiently. Mobilisation mmmﬁ are :om,.. underway
and include execution of delivery projects, architectural decision making and the creation of an operating model to buiid future capability. PwC was appointed to provide

external independent assurance over the delivary of the technology investment to the Committee and Board. PwC's work, together with that of the Soci i
internal audit functions, will form part of a combined assurance approach. s Society's oversight and

Natienwide for Business

Nationwide for Business will mark the Society’s entry into the small business banking market. The Committee discussed and challenged managerment
selection, defivery plans, costs and particularly the cisks of the business banking proposition. o gementon ihe core platform

quﬂ:m_mﬂﬁmnEmm:w:n_m_mmzmnmﬂ:a:aézmm.umm:Ev_mn:omno:nmn&nmaum_m_._o;ﬁ::ﬁmmm:umsaSuzumnﬁmamnmnxmmmm:mm ms worldwide, inciudi
successful hacks, ransomware ang phishing attacks. : e eridwide Inclucing

The Committee approved the Nationwide Security Strategy 2018-21 and has received regular updates throughout the course of the year, The Committee has supported
management during the cyber security strategy refresh.

The Society, supported by the Committee, continues to sustain focus and provide investment to support and improve its security capability, mitigating against cyber risks and

taking a proactive approach to help keep mesmbers’ maney and data safe. The Society works with the wider industry and with the Government’s National Cyber Securi
to share good practice and understanding about new and evolving threats, o Yoer Security Centre
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Area of focus

Data and analytics Since endorsement in July 2017 the QBE&% has m.r_%onma management in developing the Society's data plans. In May 20718, the Society successfully demonstrated
at vt compliance with the General Data Protection Regulation (GDPR), further improving the Society's awareness of control and governance of member data !

The Committee has also helped management ta develop its thinking as the Society prepares for the new Basel Committee Banking Supervision {BCBS) 239 Regulation and
align activities to the reporting principles of timeliness, completeness anc accuracy, expecting compliance by June 2015

Transformation defivery and Transformation

Obm_.mz:m model The Committee has continued to raview management's progress against key transformation delivery objectives, some of which are enabled by change activity. The Comrnittee
regularly received insight on programmes within the Society’s Transformation Portfolio, including:

* The successful transformation of the Society's high street presence which brings a new branch design to members
» The Society's commitment to comply with industry standards on Open Banking, GDPR and most recently BCBS 239
» Assessing whether critical delivery milestones are met in line with planned timetables.

Improved ways of working

The Committee has continued to champion the Society's use of ‘Agile’ working and recognised a shift in the cultural mindset towards agile management and the use of agile
methodology and skills, with the aim of bringing individuals together from across the Society to create a more efficient and innovative working envirsrment, By streamlining
decision-making, the Society has made progress towards improving processes and products for members.

IT risk and controls o<m_.m6_.__” Second line, third line and external reviews

The Committee is routinely provided with independent reviews frarn the Society’s Oversight and Internal Audit functions, This activity complemeants the Society’s first line risk
managerment by business areas and processes have been improved by intiatives to encourage first line risk teams to become more proactive in identifying and ma naging risk
across the Society.

During the year the Committee has also received reports from external reviews of the Society's cyber security and technalogy plans from PwC. which has enabied the
Committee to hold management to account against industry standard best practice and to shape future development plans,

The year ahead

The year ahea presents an exciting opportunity te continue to deliver the need te strike @ balance between the enablement of operational continuity
technolegy investmant which will be transformative for the Society, (operations, resilience and security), meeting new regulatory requirements
instrurmental n safeguarding future resilience and a key enabler to continue and provicing oversight of strateglc initiatives, whilst challenging management
ta maet Nationwide's core purpose in years to come, The Commitiee will to ensure that the Sodiety makes the best use of members’ money,
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ranert of the diractors on corperate governance fcontines,

ZGB.E:EB
ﬁcﬁ-.:a:g

ommittee

~The Comimittee retains its focus on
the identification and development of
talent 1o meet leadership needs at
Board and management levels in an
inclusive way thar reflects the society
in which Natiomwide operates.”

Dear fellow member,

Tius year the Nomination and Governance
Committee nas cverseen all mazters within its
terms of reference. wath increased focus on
leagership, respurcing, succession and diversity.

Tre Committee has observad that the Society
continues to build the strong leadarship needed to
deliver our strategy, supported by our continued
investrment in leadership development. With
oversight from the Committee, the Society is
suiding on this through a leadership pathways’
attivity to ensure we have the leadership talent
we need for the future, The Committee has also
seen the Society strengthen its position on
emerging alent and on the technical trzining
needed {5 support our technology investment.

The Commuttee 1s committed to diversity and
inclusion and has endorsed a programme of
activity to educate and engage leadership tearns
across the Seciety in driving positive action,
supported by research and deep insight. This
includes a focus on enabling difference of all
kinds to flourish in the interests of our members.
Baroness Usha Prashar attends Committee
meetings as the Board's sponsor of the Society's
diversity and inclusion agenda.

Who sits

on the

Committee

{ommitiee mambers. David Roberts (Chair)
Meetings attended (efigible to attend) 8/(8B)

We have continued to strengthan the composition of
the Boarc with the recant apoointment of Alber
Hitchcock enhancing the skills and experience io
overses how we optimise our strategic investment
plans, We've also taken the onporiunity 1o hear
employee perspectives in the boarcroom this
yaar with Mai Fyfield as the desicnated dirsctor
for employee engagemarit,

The Committee’s atiention ¢ corporate governance
inciudes a reviews of best practice and particination
in national policy consultations. Qur anoroach tc
managing regulatory regime requirernents on
matters such as senior manager accouniabilitis
ang fitness and propriety is now well mﬁmw:mjma,

The Committee has a busy year aheat with an
agendz informad by the Board Strategy Conference
in October, where several people riorities ware
identified that will require the Commities’s
oversight. Board effectivensss and sound corporai
governance will continue to be imporiant aspecs
of the Commitiez's rasponsibiiities to ensure that
we are fit to face an exciling futur

David Roberts
Chair - Nominztion and Governance Commitiee

Kevin Parry
8/(8) B/(8) 8/(8)

Lynne Peacock Tim Tookey

Regular attendees of the Committee include; Chief Executive Officer, Chief Pecple Officer, Baroness Lisha Prashar (non
execytive director), Chief Legal Officer and Society Secretary, Director of Secretariat; and Director, Engagement & Leadership
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Cash flow statements

For the year ended 4 April 2019

Group Sociaty
2019 208> 09 2018*

U - Notes £m £m £m £m
Cash flows {used in)/generated from operating activities CT
Profit before tax 833 977 368 452
Adjustments for;
Mon-cash items inciuded in profit before tax 36 1,40 1202 1,409 1184
Changes in operating assets and liabilities 38 (2.514) 7255 (2,874) 7.812
Taxation (135) (236) 40 (140)
Net cash flows (used in)/generated from operating activities {415) 9,198 {1138 9,308
Cash flows used in investing activities
Purchase of investment securities (9.020) {7.090) (9,018) {7,050}
Sale and maturity of investment secyrities 5,298 3553 6,298 3553
Purchase of property, plant and eqeipment (156) (159) (156) 1159)
Sale of property, plant and equipment 12 0 12 10
Purchase of intangible assets 3m) (365) 3m) {365)
Net cash flows used in investing activities (3.237) {4057 {(3,235) {4,051}
Cash flows generated from/(used in} financing activities
Distributions paid to the holders of cora capital deferred shares (108) 82 (108) 82)
Distributions paid to the holders of Additioral Tier 1 capital {68) {68) (68) (68)
Issue of core capital deferred shares - 794 - 794
Issue of debt securihies 27,956 22,298 27,956 21389
Redemption of debt securities in issue (25.970) 27730 (25,288) (26.970)
Interest paid on debt securities in issue (592) {(67%) (552) (643)
lssue of subordinated habilities 1,020 3,995 1,028 3,995
Redemption of suberdinated [ia - (1.251) - (1.251)
Interest paid en suberdinated liabilities (222) (147 (222) (141)
Redemption of subscribed capital (13) . (13) i
Interest paid on subseribed capital (14} (14) a5 {14
Net cash flows generated from/{used in) financing activities 1,998 (2.885) 2,720 (2.991)
Net {decrease)/increase in cash and cash equivalents (1,654) 2,262 (1,653) 2,266
Cash and cash equivalents at start of year 17,510 15.248 17,494 15,228
Cash and cash equivalents at end of year 36 15,856 17510 15,841 17,494

*Comparatives have been restated as detailed in nate 1.

The notes on pages [185] to [257] form part of these financial staterments
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Society statement of movement in members’ interests and equity

For the year ended 4 April 2019

Core capital  Otherequity Generalreserve  Revaluation Cashflow  Avaiiable for VoLt Total
deferred shares instruments reserve  hedge reserve sale reserve reserve
z 1 £m £m £m &m0 gm g £m £m
AL4 April 2018 135 952 7,863 68 [0) I 10335
IFRS 9 transition {note i) - - (78} - 57 (52)
ALS Apnl 2018 ] B 135 992 7.804 &8 67 10,143
Profit for the year - - 254 - N 54,
Net remeasurements of retirement benefit obligations - - 153 - _ 153
Met revaluation of property - - - {1 . ) i
Reserve transfer m - - 3 3 _ i ,,
Net movement in cash flow hedga reserve | - - - - . 128!
Net movement in FVDC) reserve | - - - - m an)
Total comprehensive income - “ 410 {4 n 533
Distribution to the holders of core capital deferred shares - - (108) - N {108}
Distribstion to the holders of Additional Tier 1 capital {note 1f) - - {50) - R (50)
At 4 April 2019 ] 1325 992 8,056 84 3 56 10,518
For the year ended 4 Aprit 2018 - . o o )
Core capital Otherequity  General reserve Revaluation Cashflow  Avaitable for Total
deferred shares instruments resetve  hedge reserve sale reserve
e R . £m o fm  Em fm fm
ALS April 2017 531 992 7,660 57 (56) ) 49 5243
Profit for the year - - 337 - . . 337
Net remeasurements of retirement benefit obligations - - 18 - . N 8l
Net revaluation of property - - - 1 - . 1 n
Net movernent in cash flow hedge raserve - - - - 57 - ) 4_
Net ritovement in available for sale reserve - - - - - k1 il
Total comprehensive income - - 355 1 57 Eil 330
Issue of core capital deferred shares 794 - - - - . 794
Distribution to the holders of core capital deferred sharas - - (82) - - . (82)
Distribution o the hoicers of Additional Tier 1 capital (note if) - - (50) - R R (50}
At 4 April 2078 R L _ ,..Gum a92 u.wmw mm 13) 80 10235

Notes
;. Adustments en implementation of IFRS 9 2s detailed in note 37

It Thedistnbution to the haklers of Additional Tier 1 capidal is shown net of an associated tax credit of £18 million (2018: £18 milhon).

The notes on pages [185] to [251] form part of these financial statements.
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Notes to the financial statements {continuad)

33. Investments in Group undertakings (continued)
The registered office for all subsidiary undertakings, other than these listed in the table below, is Natronwide House, Fipers Way, Swindon, SN38 TNW.
Subsidiary name ) Registered office
Ashton Employment Limited 39/40 Upper Mount Street, Dubiin 2, 662881
Dunfermline BS Neminges Limited Caledonia House, Carmegie Avenue, Dunfermline, KY11 8P)
Natyorwide {Isle of Man) Limited 5-11 5t. Georges Street, Dougias, Isle of Man, IMSS 1RN

There are no significant restrictions on any of the Society's subsidiarias in paying dividends or repaying loans, subject to their financlal and operating performance and availa

ty of distribltable reserves

The Group has no material shares in associates. Further details regarding the Group's interests in equity shares are included in note 13.
Subsidiaries by virtue of control

Details of consolidated and unconsolidated structured entities are set cut in note 34,

34, Structured entities

A structured entity is an entity in which voting or similar rights are not the dominant factor in deciding contral. Structured entities are consolidated when the substance of the relationship indicates control
Consolidated structured entities

Strutctured entities are assessed for consolidation in accordance with the accounting palicy set out in note 1., The following structused entities are consolidated in the Group's results-

Structured entityname ~ ~ Nature of business Registered office

Nationwide Covered Bonds LLP Martgage acquisition and guarantor of covered bonds Nationwide House, Evm_.w Way, Swindon, SN38 INW
Silverstone Master Issuer ple Funging vehicle Wilrmington Trust SP Services (London) Limi i
Silverstone Funding (No.?) Limited Funding ve 1King's Arms Yard, London, mmum .B_"u rted. i Floor

mc;smﬂama.__moi:mmﬂ_ammozjmmcg_mchacﬁmam:%mmmqmin_:nmnm:35E.Bbbnawgm.ﬁmma:njmamnozﬂ_.g_som:ﬁma:;n:uamnwo_,?;mamc__oé_:ma . i i
O O e s o ot ot ot it et o s ot s B. . g & deed of tarmination entered into during the year, the

Unconsolidated structured entities

The Group has interests in structured entities which it does not sponsor or cantrol. These laegely cansist of holdings of morigage backed securities, covered bonds and CLOs f
financial institutions. The entities are financed primarily by investments from investers, such as the purchase of issued notes. ssued by entities that are sponsored by other unrelated

The Group's direct interests in unconsolidated structured entities comprise primarily Investments in asset backed securities which are reported within investment securities on the balance sheet, The total carrying value of these

interasts at 4 April 2018 is £3,847 million (2018: £3,391 million). Furth 1 it rl i i o " ’
e A mmno% [ on { iilion). Further details on the credit risk that the Group is exposed to in respect of these asset backed securities can be found in the Treasury assets’ section of the Business

Management has concluded that the Group has no contro! or significant irfluence over these entries and that the carrying valug of the mterests held in these entities represents the maximum exposure to loss. Dunng the year the

m..o:smwzoﬁscamnm:c:.no:ﬁ_nEm“ngmam_osﬁ:maco .. . . ‘ . :
e v.mNﬁ p ny uu:ﬁoﬁmmnma_:mmm:u:mmaancqma5535:299\&5@m%wc%mcuno;..;mas_ma:oqm:maasolaq_.ﬁ_."mmmcanozwo_am»maﬂanﬁc_,mamsgmm during
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Notes to the financial statements (continued)

35. Related party transactions

Subsidiary, parent and ultimate controlling party
The Group is controlted by Nationwide Building Society, the ultimate parent, which is registered in England and Wales. Details of subsidiary undertakings are shown in note 33
Key management personnel compensation

Members of the Executive Committee (including executive directors), together with the non-executive directors of the Sociaty, are considered to be the key manage .
Total compensation for key management personnel for the vear was as follows: ey management personnel as defined by IAS 24 ‘Related Party Disclosures'.

Key management personnel compensation

208 2018

(note 1)

s £000 £000

Short term employee benefits . ‘ . 8,775 9415
Other Isng-term benefits L 1914 200
Termination benefits - 440
Share based payments 1,881 2468
Total 12,570 14344

Noter
I Prioryear comparatives have been updated o reflect a change to the Group's definition of key managemem personnel, which prewicusly included only the Society's executive and nen executwe directors.

oﬁ:m:o:a-ﬁ::_um:mq_wm:n_cnmmaoc:m_.ma%m,s_ga.ﬁacozcmwn:mam.moam&sza_s____amEa::ScaR;&m.mcnsm:ao::m%_._ozemmmnmz_u*a.
dependent on the nerformance of the CCDS. Further information is included in the Report of the directors on remuneration. ® ound i mote 3. Share based payments inchude smounts that are
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