

















Report of the Trustees to the members of the Provident Financial Staff Pension Scheme (continued)

Cash equivalents

All transfer values paid in the year were calculated and verified in the manner prescribed by the regulations
under Section 97 of the Pension Schemes Act 1993. These payments were “cash equivalents™ as defined by,
and required to be so calculated under, the legislation. Transfer values do not take into account any future
discretionary increases in pensions in payment in accordance with actuarial advice.

Investment managers

The Trustees have delegated the management of the Scheme’s investments and the members’ additional
voluntary contributions (“AVC”) funds to the managers and providers listed on page 1. The Trustees are not
involved in any day to day investment decisions relating to the Legal & General or PIMCO managed fund
contracts or the AVC contracts.

Investment charges for Legal & General are payable quarterly at rates ranging between 0.03% and 0.45% per
annum on the average offer value of the Scheme’s holding in the Legal & General managed funds.
Investment charges for Standard Life were deducted from the unit prices at rates ranging between
0.75% and 0.84% per annum on the average offer value of the Scheme’s holding in the Standard
Life managed funds. Investment charges for PIMCO are deducted from the unit prices at 0.55% per annum
on the average offer value of the Scheme’s holding in the PIMCO managed funds.

At 31 May 2022, the investments at bid values, except for PIMCO that uses Net Asset Value pricing,
excluding the annuity policies comprised:

£k £k %
Legal & General 498,818
PIMCO 77,862
Aon 42,933
Insight 36,805
Robecco 38,040
694,458 99.9
AVC funds:
Aviva 866
Utmost 17
Scottish Equitable 23 906
0.1
695,608 100.0

Investment of the Scheme’s assets is made in accordance with the Occupational Pension Schemes
(Investments of Scheme’s Resources) Regulations 1992.



Report of the Trustees to the members of the Provident Financial Staff Pension Scheme (continued)
Investment strategy
The Trustees take advice on investment strategy from Aon Solutions UK Limited.
Investment principles

The Trustees have adopted a Statement of Investment Principles as required by section 35 of the Pensions

Act 1995. A copy of this statement ma{ be obtained on_ request ﬁbm the Secretary to the Trustees at the
a

address shown on’page 1 and is also available on the Pensions website (www.pfpensions.co.uk).
Employer-related investments

The Scheme had no direct employer-related investments at any time during the year. Shares in Provident
Financial plc are held indirectly within the Legal & General Equity Index Fund. However, this is less than
1% of the total Scheme assets (2021: less than [%). No shares in Provident Financial plc are held within the
PIMCO Low Duration Income Fund.

Investment performance

The time-weighted investment performance of the Legal & General assets during the year for each
of the Legal & General portfolios was -1.82% (equity portfolio) and -22.49% (bond portfolio).

The time-weighted investment performance of the PIMCO assets during the year was -3.76%.

The Scheme’s investments (excluding annuity policies and AVCs) amounting to £694,457,612
(2021: £863,526,245), were invested in managed funds in the United Kingdom and overseas. The
investments are freely marketable and the security of the investment is indicated by the fact that the
managers of the fund control assets in excess of £1bn invested in a wide variety of UK and foreign
equities, gilts and property. An analysis of investments is set out in note 9 to the financial statements.

Actuarial position

The latest actuarial valuation as at | June 2021 was completed and signed by the Scheme actuary on
30 June 2022. The Actuary’s Certification of Technical Provisions is shown on page 36 The latest valuation
showed a valuation surplus of £33.7m (2018 deficit of £29.8m) in respect of the value of benefits for past
service.

The Company agreed to pay expense contributions to the Scheme of £0.84m a year from 1 July 2022 to 30
June 2027.

Further details of this valuation are set out in the Report on Actuarial Liabilities on page 32 of this report.
Within the actuarial valuation an allowance was made of £8.2m for the estimated cost in respect of the
consequences of GMP Equalisation brought about by the High Court judgement of 26 October 2018 in
relation to Lloyds Bank. No accrual for this cost is included in these financial statements as detailed
calculations have not been carried out.

The next actuarial valuation has an effective date of 1 June 2024.
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