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Our Purpose is to help put people
on a path to a better everyday life.

We do this by providing customers with opportunities to borrow in a transparent,
responsible and sustainable way, so they can live their lives with access to finance.

The Group has been providing financial inclusion, which suppaorts social mobility, to consumers whose needs are not well met
by traditional lendears for over 140 years. We lend responsibly and provide tailored products and service propositions to 1.7 million
customers throughout the UK.

we want 1o be the best and moest trusted provider of finance to customers not well served by traditional lenders. Our customers who ars
in the mid cost and near prime markets access our broad range of credit cards, unsecured persenal loans and vehicle finance products
through the vanguis and Moneybarn brands, across multiple distribution channels.

Our aimis to put our customers ot the centre of everything we do, and we do this by using our strategic drivers of ‘People & Culture',
‘Growth & Sustainability” and 'Customer & Community” to deliver for them, our colleaguss, shareholders and the wider UK community.

Our strategic roadmap

Our Purpose
We're here...

To help put pecple on the path to @ better everyday life

Read rmore on pages 20 to 21

Our Vision
When we succeed, we imagine a world where...

Everyday pecple are able to access the financial services they need from us,
no matter where they are on their journey

Road more on pages 20 1w 21

Our Mission
To moke this happen, we need to become..

The first-choiwce bank for the UK population who are excluded from
accessing financial services from traditional lenders

Reed more on pages 20 o 21

Qur Strategy

To achieve this, our strategic focus area are..

People and Culture | Growth and Sustamability Customer and Community

Raad more o pogos 22 1o 23

Qur ESG Priorities
And our ESG priorities are...

Delivering financial in¢lusion
Putting the customer at
the haart of everything we
do, whether we're growing
our range of products,
reaching new audiences or
interacting with everyday
people ot every stage of ther
journey with us

Qur pecople
and culture
Creating a positive, inclusive
and rewarding cuiture where
everyone feels empowered
and supported to learn, grow
and succeed

Supporting social mobility
Working vath cur community
pertners to improve the
lives of children and young
people by providing them
with access te education,

social and financial inclusion,

and econormic development
opportunities

Read reors on pages 2510 49

Meeting our climate
responsibilities
Flaying our partin tackling
climate change and
supporting the UK's transition
to o low carbon economy by
understanding the risks and
opportunities that cimate
change presents to our
business and key stakeholders



Highlights

Customer numbers

1.7m

0.Im
(2021.1.6rm)

Amounts receivable from customers

£1.9bn

£0.2bn

(2021 £1.70n)

Regulatory capital

£678.8m

£27.7m

(2021 £706 Bm)

Liquidity

£47

£228.7m
(2021 £706.9m)

.2m

Adjusted profit before tax -
continuing operations

£126.6m

£41.2m

(2021 £167.8rm)

Operational carbon
footprint offset’

100%

(2021 100%)

Visit vanquisbankinggroup.com

Statutory profit before tax -
continuing operations

£110.1m

£32.1m

(2021 £142.2rm)

Certain alternative performance
measures (APMs) have been used
in this report (see pages 229 to 234)

I Notincluding scope 2 emissions
associated with suppliers' and
financed vehicle emissions.

View: Sustainability Report at

www.vanguisbankinggroup.com/
sustainability/sustainability-report-2022
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Vanquis Banking Group at a glance

Our market-leading

products

Vanguis Banking Group meets the neads of its customers through three products: credit cards, vehicle finance and unsecured
personal loans. The credit card business offars credit cards over a wide range of price points, and retail deposits. The vehicle
finance business offers secured finance on a range of vehicle types, including cars, motorbikes and light commercial vehicles.
The personal loans business offers unsecured loans of between £k and £5k over one to tour years. In January 2023, we announced
that we have recently launched g pilot phase for second charge mortgages.

Our Mission is to become the first-choice bank for the UK population
who are excluded from accessing financial services from traditional lenders

Creditcards Vehicle finance Personal loans
£150- 24.7%- £4,000- £1,000-
154m £4,000 39.9% 100,000 £25,000 34,400 £5,000
Customers® Credit Representalive Customers* Loanronge Customers* Loan ronge
card limits APR
3-5 15.9%- 1-4 18.0%-
yedars 49.9% years 39.3%
Loan terms Representative APR Loan terrns  Representative APR
Read more on pages 26 to 28 Read maore on pages 30 to 31 Read more on poges 33 4o 34

Retail deposits

Customer numbears as ot 2022 ysar end.

Product spectrum for the markets

Funded through:

{fixed term deposits)

we operate in

Securitisation
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Unsecured loans

: Personal loans

We will continue to evolve our
product offering through 2023,
enabling us to support rmore
eonsumers on their credit

finance journey. In particular:

- Wewill continue to develop
our unsecured iodns
product offering via Vanguis
Bank to customers in the
open market, including
broadening the rgnge of
4PRs offered ond proodening
our loan sizes and terms.

Guarantor |
leans :

- Within vehicle finance,
we continue to review
our product proposition,
inctuding loan sizes, terms,
APRs and assel clusses. For
example, today wa cover
cars, motarbikes and LOVS,
but we aspire to broaden this
to enabie us to support more
customars' needs.




Supporting and understanding
our customers

The Group is a leading specialist banking group focused on the mid-cost and near-prime parts of the market in the UK.
Our customers may not be well served by mainstream lenders for a multitude of reasons:

Manoging on below-average

) L Have variable incom Experienced a
incomes with limited cOmes *parl -
; ) {e.g. seif-employed, on a significant life event
savings, meaning . -
zero-hours cantract, have (e.g.job loss, il
unforeseen expenses ) 8 .
; multiple part-time Jobs) health, divorces)
can be challenging
New to credit or new to .
i build or
the UK and therefore have Lookw}mg ol : _ Value a more wilored
rebuild their credit rating product and service

little or no credit history

A wider range of suitable and sustainable credit products is required than is typically provided by mainstream lenders.

in addition, our customers sit across a broad range of risk profiles. It is therefore important that a range of price points can
be offered, increasing finoncial inclusion. Finally, our customers' needs and circumstances are often more fluid than those
of consumers served by mainstream providers, requiring us to provide a more flexible approach.

Our customers’ typical characteristics

Credit cards ‘ Vehicle finance | Personal lcans
Income Full or part-time salaried (66%) Full-time salaried (77%) Full or part-time salaried (77%)
source or self-employed (16%) or self-employed (15%) or self-employed (6%)

Income
level tarning around the national average (£30k) with core spread between £20k and £50k
Housing 20% hold a mortgage' 10% hold a mortgage! 16% hold a mortgage!'
Tyopé(;m 46-65 years old 36-55 years old 26-45 ysars old
Credit Mid-cost/near prime Mid-cost/near prime Mid-cost/near prime
score Typical customer credit scores sit between 500 and 600°
Circa half have material savings Circa half have material savings
savings (enough to cover ermergencies or Limited savings (enough to cover emergencies or
anything unexpected) anything unexpected)

Source BouClever survey of 3510 non-prima consumers and 2,828 Vanquis Banking Group customers, December 2019
I The mortgage holdars’ dota was saurced fram internal customer data
2 Customer credit scores based on TransUnion Gauga 2 score

Read our market overview on pages 13 to 19
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Vanguis Banking Group at a glance continued

The first-choice bank for those excluded from
accessing financial services
from traditional lenders

The starting point on this journey is Vanguis Bank, which, through its banking licence, will provide the anchor from which we ¢can

fund lending opportunities across the whole Group.

How our business has transformed

Over the last few years, the Group has repositioned itself
towards the mid-cost and near-prime parts of the market,
which has resulted in the Group's credit risk more than
halving. The repositioning has involved closing down our
Consumer Credit Division {CCP) in 2021 and facusing on
lower risk customers. We have also scught to diversify our
product oftering, and thereby our credit risk profile further,
through the launch of our personalioans and second
charge martgage businesses.

Our awards

where the business is now

Today. our business is fully repositioned in the mid-cest
and near-prime parts of the market. The business is
pursuing a customer-led strategy, with a fully embedded
Purpose and Mission, which will build on our increasingly
digital foundations to deliver attractive and sustainable
returns to shareholders over the medium term.

submitted for Best Marketing Campaign
and Changing Lives it the Commanity at
The Card and Payments Awards 2022

Shortlisted In the Social, Sustainable and
Rasponsible Banking category at The Banker
IMaovation in Digital Banking Awa-ds for the

winner of tha Credit Bullder Card Prov'der
of the Year award at the Monayfacts
Consumer swards 202)

LOQBOX partnership

Read more about cur awards Gt www vanguishankinggroup.com/ mediafawareds/

Market overview

we speciaiise in supporting the ong in five adults (10t 12
million people) in the UK, in the mid-cost and near-prime
segments of the market, who are not weil served by
mainstream lenders. These consumers’ needs and
circumstances typically change over time, resulting

in the market being relatively fluid; circa 11o 2 million
consumers move in and out of the market each year.

Read our market overview on poges 18to19

Market composition

There are three main categories of products
in our market:

- revolving credit accounts, Including credit cards,

- securedloans, where an asset is used as secunty
for the loan, and

- unsecuredloans, including personal loans,

4 Vanquis Banking Group ple Annual Report and Financial Statements 2022



Investment case

We operate in

growing addressable markets

vanquis Banking Group is a leading specialist banking group with a focus on the mid-cost and near-prime parts of the credit
market. We aim to deliver attractive and sustainable returns fer our shareholders through our strong market positions, robust
balance sheet and competitive advantages. Our investment case is based on five key areas:

We are well positioned in the large and growing

1 market segments across credit cards, vehicle finance
and personal loans 13.6m
In the UK, there are between 10 and 12 million working adults who are underserved customers

by mainstream lenders. With our broad range of products and services, we
are well positioned to be the credit provider of choice for these customers.

In cggregate our addressable market is 13.6m customers. We also recently Read more on

launched a pilot phase for a new secured product strategy of second charge pages 18 to 19
mortgages.

2 We have a Purpose-driven strategic Blueprint,
which sets us up for sustainable growth o
Qur Blueprint brings together why Vanquis Banking Group exists as an 8 3 /0

organisation, framed in the context of the role our business plays in the lives
of our customers. It also sets out the strategic focus and key priorities that
will drive both competitive advantage and cormmercial success for the whole
Group. From our recent colleague survey 83% of colleagues care about the
future of Vanquis Banking Group.

Read more on
pages 22 to 23

3 We have a customer-centric, responsible culture
While our customers share many similarities with mainstream credit New IT
customers, there are important differences arising from their individual plqtform
circumstances. Qur customers need a tailored approach and a wider range
of suitable and sustainable credit solutions to best serve their needs. We aim
te put the custormer on the team. We have invested in a brand-new IT platform Read more on
that in the future will support all of our proeducts. pages 18 to 23

a4 Improving customer insights is driving our
customer-led strategy New products
Vanguis Banking Group gims to understand its customer better all the time. and services

This custormer insight is crucial for us to shape our product strategy, making
sure that our customers have the products they need from us. This allows us

to target more effectively our approach to marketing and spend; to tailor new
products and services specifically for our customers and to help our custormers
build a better financial future for themselves.

Read more on
“pages 20to 21

Sustainable growth over the medium term

- . o
To support the delivery of our Purpose, we have a financial model founded on C.4O A)
investing in customer-centric businesses with attractive returns, which aligns

an appropriate capital structure with the Group's dividend policy and future

growth plans. We will operate with a progressive dividend policy and our

dividend policy is to pay out ¢.40% of cur adjusted earnings. Read more on

poges 38 t0 49

vanguis Banking Group ple Annual Report and Financial Statements 2022 5
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Chairman’s statement

We are a specialist banking group

focused on the mid-cost
and near-prime sectors

66

2022 was the year in which we
successfully repositioned the Group
towards new markets, products
and customers and | am proud

of what we achieved collectively.

Patrick Snowhball
Chairman

Introduction

| am delighted to introduce our Annual Report and Accounts
for 2022, which represents the first edition under our new
corporate name — Vangquis Banking Group. The Group can
trace its roots back to the 1880s, when it was astablished

to provide credit to people who could not access services
offered by traditiona! lenders. Today, the Group offers credit
cards, vehicie finance and persenal loans in the mid-cost and
near-prime segments of the market and the Board deemed
the previous corporate name to no longer represent the
Group's interests accurately.

2022 was a transformational year for the Group as its

sought to cerment itself as a leading specialist banking group
focused on underserved markets. The Board and sxacutive
management team built on the strategic accomplishments
of 2021 to deliver a new governance structure for the Bank
and new funding opportunities across the Group with

the large exposurs waiver from the Prudential Regulation
Authority (PRA).

CEO succession

in January 2023, we announced that Malcolm Le May will

be standing down mid-year and will be succesdad by lan
McLaughlin as Group Chief Executive Officer {CEQ), subject to
regulatory approval. Further information on lan is avaitable
in the Nomination Committee Report at page 85. | cannot
overstate the contribution that Malcolm has made to the
Group over the last nine years, initially as an Independent
Non-Executive Director and subsequently as Executive
Chairman and, for the last five years, as Group CEO.

Malcolm was instrumental in ensuring thot the Group survived
the considerable stresses in 2017 and has led the subsequent
restructuring and repositioning of the Group into what it is
today: a specialist banking group focused on customers in
the mid-cost and near-prime parts of the market. On behalf
of myself and the Board, we could not be more grateful for

his contribution.

Governance

The primary responsibility of the Board is the effective
oversight of the Group and to detarmine its strategic direction
and objectives, We remain committed to the highest possible
standards of corporate governance and to delivering long-term,
sustainable shareholder value, In February, we anncunced
the substantial alignment of the Vanquis Bank and Group
Boards to enable tull alignment In November, the Group's
application for o large exposure waiver for the Prudential
Regulation Authority (PRA) was approved, which represents a
significant milestone towards our stated strategy of becoming
a fully-fledged specialist banking group.

Shareholders

2022 marked the return of face-to-face interactions
with shareholders, which | was personally very pleased
to welcome back and | met with a number of our large
institutional shareholders.

6 vanguis Banking Group plc Annual Report ond Financial Statements 2022




The main topics of discussion were the repositioning of the
Group, the strategic outlook and £5G (Environmental, Social
and Governance). Please see our Corporale Responsibility
section for more details on the work we are doing around ESG,
including how we lend responsibly to our custemers and how
we approach financial inclusion, on pages 36 to 49,

Our people

On behalf of the Board of Directors, | would like to extend my
heartfelt thanks and gratitude to everyone acress vangquis
Banking Group, including colleagues and the executive team,
tor all their hard work and commitment during 2022, We have
successfully repositioned the Group towards new customers
and rmarkets whilst still providing excellent support to our
existing customers and communities.

n April 2022, Fiena Anderson joined us as the new Managing
Director of Cards bringing with her o wealth of significant
experience across credit cards and personal banking from
senicr roles ot HSBC, Barclaycard and Mastercard. She has
made an invaluable contributicn 1o the business already and
I look forward to working with her during 2023 and beyond.

In August, Melanie Barnett joined the Group's Board as General
Counsel and Company Secretary. having served as Deputy
General Counsel for two years since joining from HSBC . 1 look
forward to having her valued insight and expertise alongside
me gt the Board table.

Alsc, in Septemnber 2022, Nicola Lipson was appointed as Chief
Peaple Officer (CPO) and a member of the Group's Executive
Committee. Nicola has been with the Group since 2018 and
has held as series of senior HR roles and was Mmost recently

HR Director for Vanquis Bank. Nicola has already introduced a
number of new initiatives and has led the efforts to harmonise
the Group's approach to HR.

Outloock

2022 was the year in which we successiully repositioned
the Group towards new marksts, products and customers
and lam proud of what we achieved collectively. Reflecting
thesa achievements, the Board and | rermain enthusicstic
and confident about the outlook for the Group,
notwithstanding macroeconomic challenges.

The provision of credit and support o our customers will
remain our primary focus, enabling Us to deliver our sociat
purpose and strategic pillars (page 21), whilst alse enabling
us to generate long-term attractive and sustainable returns
to our shareholders. Of course, this will see us continuing to
provide support to our customers as we all navigate our way
through the current macroeconomic conditionsin the UK.

We will continue to seek new opportunities to grow the
business across credit cards, vehicle finance, personal loans
and our recently announced second charge mortgage
product pilot, as well as potential new lending products. This
clear strategic ambition is underpinned by a strong and liquid
balance sheet ond an aligned gevernance and harmonised
risk management framework.

Patrick Snowball
Chairman
30 March 2023

Read more in our Sustainability Report at
www.vanguisbankinggroup com/sustainability/
sustainability-report-2022

Delivering
positive change

Throughout 2022, the Board has engaged with
thunugen il vt un unguiny busis W ensuie thut
the Group continues to maintain a strong focus on
the environrmental, social and governance (ESG)
agenda. Through the updates that have been
provided to the Board during the year and by the
engagement that takes place with management via
the Customer, Culture and Ethics (CCE) Committee,
I have been pleased with the progress that has been
made in ensuring that the Group is maintaining its
commitment tc the ESG agenda. Highlights include:

Managing climate risk

The work undertaken by the Group

to better understand the potential
financial impaocts cf the climate-related
risks and opportunities that are material
toits business activities and key
stakeholders, and account for all
operational carbon emissions, as well
as the scope 3 emissions in the Group's
vaiue chain, put the business in a good
positicn to make progress in delivering
on its net zero ambitions.

Our new Foundation

It has also been pleasing to see that the
Group is going to build on the great work
it already delivers in the communities it
serves by establishing a new community
investment programme - the Vanquis
Banking Group Foundation — which will
be launched laterin 2023. The mission of
this programme is to improve the lives of
children and young people by providing
them with access to education, social
and financial inclusion, and economic
development opportunities.

School uniform project

The Group has started work on a

new project that will become a key
Foundaticn activity, and launched a
free school uniform scheme to help
families with the cost of living crisis in
Bradfoerd, Liverpool, Manchester and
Blackpool. The Group has aflocated
£100,000 of funding to longstanding
community partner School-Home
Support and the Dixons Academies Trust
which has to date supported over 1,000
school pupils to gst access to items of
uniform including blazers, shoes, coats
and PE kits.

By continuing to focus on the ESG agendaq, the
Group continues ta underline the importance of its
Purpose and Mission and ensure that it delivers on
its Strategic Priorities of People and Culture, Growth
and Sustainability, and Customer and Community.

vangquis Banking Group plc Annual Report and Financial Statements 2022 7
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Chief Executive Officer’s review

Well positioned to support customers and

deliver sustainable
growth to shareholders

66

Vangquis Banking Group remains
committed to delivering long-term,
sustainable and attractive returns
to its shareholders as we target the
growing mid-cost and near-prime
segments of the market.

Malcolm Le May
Chief Executive Officer

introduction

2022 was another important year for the Group and one that
reinforced its strategic advantages of a well-capitalised
balance sheet, acceass to retail deposit funding and a stable
net interest margin The collective efforts of all people and
teams across the organisation has enabled the Group to build
on the strong foundations put in place previcusly and | would
like te thank them all for their efforts during the year.

The continued focus of the Board and executive managament
team on repositioning the Group In the mid-cost and near-prime
segments of the credit market has enabled the Group to
commence growing its loan books meaningfully during the
course of the year, notwithstanding the more challenging
macroeconomic backdrop. During 2022, credit card receivables
grew by approximatsly 1%, vehicle finance by approximately 10%
and the Group’s personal loans business grew its receivables

by 170%, llustrating its strong competitive positien and
underiying demand for credit from its target customers.

The FY'22 results represent my last set of full year accounts as
CEO before | hand over to my successor, lan McLaughlin, during
the summer, subject to regulatory approval | am immensély
proud to have been involved with the Group for the past nine
years, firstly as an Independent Non-Exacutive Director and
Executive Chairman, before becoming CEO five years ago. |
believe it to be a fantastic organisation with a real sense of
purpose and of how we can best serve our customers on thair
path to a better financial future. | would like to wish everyone
across the Group, and lan when he joins, all the best for

the future.

Group financials

Turning to the financial results for 2022, the Group's

statutory profit before tax from continuing operations was
£110.1rm (2021 £142.2m) reflecting higher central cost items
year-on-yedr. The Group reported an adjusted profit before
tax from continuing operations of £126.6m (2021 £367.8m),
with strong receivables growth across credit cards, vehicle
finance and personal loans Whilst total income remained
stable relative to 2021, volume growth led to higher impairment
charges year-on-year, and the continued investment in the
Group's IT, Operations and Change & Transformation agenda
inflated costs retative to 2021

Graup central costs increased to £30m (2021 £18m) during the
period reflecting the roll out of the shared services model|,
transformation & change spend increased 1o £35m (2021 £8m)
and additional bond interest payments of £10m {2021: £nil), which
includes the first full 12 months of Tier 2 interest. This strategic
investment and centralisation of functions is designed to make
the Group’s future cost base more scalable and better asle to
capture the benefits of operationat levesage The investrnents
are also designed to enhance the Group's strategic competitive
positioning through new |1 platforms and improved customear
journeys Total Group costs of £288m (2021 £264m) were within
the indicated range given with the HI'22 results.

New custormer bookings across credit cards, vehicle finance and
personal logns for FY'22 amounted 1o 284k (2021 249k) and, os

a result, the Group had 1,675k customers (2021.1,655k) ¢t the end
of 3] Becember, The Group saw positive momenturm in its loan
books during the second half of the year, particularly in vehicle
finance and personal loans and, as a result, total receivables
stood at £1,904m (2021; £1,678m) gt the end of December.
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At the end of December 2022, the Group’s capitat position remained
robust with regulatory capital of £679m (2021 £707m), equating
to o total capital ratio of 37.5% (2021: 40.6%). This equates to a
surplus of £284m (2021 £344m) pre C-SREP release of capital
above the Group's TCR and regulatory combined buffer.

Group name change

inrecent years, the Group has evolved how, and to which
customers, it provides credit This has resulted in credit quality
across the Group improving significantly, as illustrated by the
Group’'s current average credit risk profile more than halving
since 2018. During 202, the Group’s evolution continued and
involved the closure of its home cotlected credit business, which
carried the 'Provident’ brand. The Group chose to focus an its
credit cards, vehicle finance and personal loans operations in
the mid-cost and near-prime parts of the market. Accordingly,
ihe Group decided to change its name to Vanquis Banking
Group ple in recognition of its new and future mix of lending
products and its repositioning as a specialist banking group.
The change of name from Provident Financial plc te Vanguis
Banking Group plc became effective on 2 March 2023 and

the Group’s stock ticker on the LSE is now VANQ.

Product update

In January 2022, the Group announced that it had launched o
pilot phase for a personal loans business. Then, with the HI'22
results, it announced that the personal loans business would be
taken forward as o separately reported product. Since launch,
the business has performed extremely well and has grown its
receivables to approximately £76m as of 31 December 2022 and
grown its customer numbers to approximatsly 34k This progress
ilustrates the success of the preduct itself and the hard work of
all the people behind the scenes who have helped to deliver the
product far our customers.

As recently announced, the Group has launched another pilot
phase for a new secured product offering of second charge
mortgages. During the pilot phase, the Group will acquire existing
second charge mertgage loans on a forward flow basis and will
recognise the loans on its balance sheet as customer receivables,
If the pilot phase is successful, the Group intends to start te
originate its own flow of new loans directly to new and existing
customers. The sacond charge mortgage marketin the UK is a
large and growing market, estimated at approximately £1.3bn and
growing by between 15% and 17% per annum (Source: LEK). Second
charge mortgages have the potential to improve customer
outcomes and to promaote financial inclusion, consistent with the
Group’'s Purpose and Mission, whilst enabling the Group to provide
attractive and sustainable returns to its shareholders.

Updated capital requirements

Shertly after the period end, the Group was notified that

the Prudential Regulation Authority {PRAY had concluded its
Capital Supervisory Review Process (C-SREP) of the Group's
capital requirements, based on the Internal Capital Adequacy
Assessment Process (ICAAP) undertaken during 2022, The
outcome is that the Group's Total Capital Requirement (TCR) has
reduced by more than a third, from 18.3% to 11.8%. Including the
current regulatory combined buffers of 35% (capital conservation
buffer of 2.5% and countercyclical buffer of 1L0%), the Group's
overall capital requirement has reduced by 6.4% from 21.8% to
15.4%, which excludes confidential and management buffers.

The reduction in capital requiremenits will support the Group's
focus on organic loan book growth, which is further supported by
the receipt of a large limit waiver from the PRA in Novernber 2022,
enabling the use of retail deposit funding across the Group.

Environmental, Social and Corporate

Governance (ESG)

During the course of 2022, the Group redefined its Mission and
refreshed its Strategic Priorities. vanguis Banking Group will
waork towards its Mission by focusing on the three Strategic
Priorities of People and Culture, Customers and Community,
and Growth and Sustainability. For further details of our
approach to managing and reporting our E5G performance,
pledase refer to cur 2022 Sustainability Report,

During 2022, the Group continued to deliver on its commitment
to tackle climate change and its net zero by 2040 ambition. This
includes the Group accounting for allits material Scope 3
greenhouse gas {GHG) emissions and business activities and
making good progress in agreeing carbon reduction targets
which will be verified by the Science Based Target initiative by
Septernher 2023.

The Group remains committed to investing in the communities
inwhich it operates and to do this is launching the Vanquis
Banking Group Foundation in May 2023. This will aim to
improve the lives of children and young people by providing
them with access to education, social and financial inclusion,
and economic develocpment opportunities. In 2022, vanguis
Banking Group started work on a new project to help families
with the cost-of-living crisis in Bradfard, Liverpool, Manchester
and Blackpool Working with longstanding community
partners Schoocl-Home Support and the Dixons Academies
Trust, the Group has allocated £100,000 of funding which has
to date supported 1,000 school pupils with items of uniform
including blazers, shoes, coats and PE kits

Finally, I'm proud that we were able to support Bradford in

its quest to be named the UK City of Culture in 2025, vanquis
Bonking Group was named as the first official delivery partner
for Bradford 2025 and this will see the Group support the
development of the cultural programme and ensure that

it leaves a legacy for years to come.

Outlook

Vanaquis Banking Group demonstrated strong momentum
across its loan books during the fourth quarter of 2022. This
positive momentum has continued for the first twe months of
2023, especially within vehicle finance and persencl loans. In
the credit card businass, customer bookings tracked in-line
with management expectations and delinquency trends
remained consistent with the trend reported throughout
2022, The vehicle finance business delivered strong new
business volumes in January and February, with no change
to underwriting standards, and with stable arrecrs levels.
Similarly, the personal loans business has had a strong

start to the year with new business volumes up significantly
year-on-year.

The Group plans to accelerate its receivables growth

during FY'23 versus FY'22, nolwithstanding the challenging
macrogcenomic backdrop, supported by its strong competitive
position, well capitalised balance sheet and access to retail
deposit funding. The Group also plans to deliver a stable NIM
profilein FY'23 versus FY'22 as more expensive legacy funding is
replaced by lower cost retail deposit funding.

In order ta achieve sustainable growth in the future, the Group
will continue Lo invest in its technological capabilities and
plans o invest a similar amountin FY 23 gz it did in FY'22in
areas such as its new IT platforms and enhancements to
customer experiences and journeys. As o result, the Group
plans to incur total costs in FY'23 that are broadly flat year-
on-year. However, in part reflecting the benefits of lean book
growth, the Group expects its underlying cost income ratio

to improve during FY'23 towards its target of 40% in FY'24,
notwithstanding the persistentiy high inflation at present.

The Board remains committed to delivering cttractive and
sustainable returns to its shareholders over the medium-term
This is predicated upon the Group’s solid foundations which
includes a customer-led digital strategy to offer a diverse
and inclusive range of products and a strong well-capitalised
balance sheet. The Group's capital management framewaork
includes a CET ratio target of ¢ 20% overtirme (prior to any
optimisation of the capital stack), strong organic receivables
growth, ¢ prograssive dividend policy with o pay-out ratic

of c.40% of adjusted earnings, and the potential for selective
bolt-on opportunities or one-off returns of any ongoing
surplus capital to shareholders,

Malcolm Le May
Chief Executive Cfficer
30 March 2023
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Chief Finance Officer’s review

Building a more

sustainable business

66

The Group delivered a robust financial
performance in 2022 with our capital
and funding position remaining ahead
of expectations, bolstered by the PRA
approved lower capital requirement,
and the increased competitive
advantage of funding all products
using retail deposits.

Neeraj Kapur
chief Finance Officer

Income statement

2022 2021
- . - £m . VfEm
Interest income 486.9 4738
Interest expense (58.8) (491)
Net interest income 4281 4248
Net fee and commissicn income 44,2 574
Other income 8.4 0.4
Total income 480.7 482.8
Impairment charges (66.1) (50.4)
Risk-adjusted income 414.6 4322
Operating costs (288.0) (264.4)
Adjusted profit before tax —
continuing operations 126.6 167.8
Amortisation of acquisition intangibles (7.5) (7.5)
Exceptional iterns ~ continuing operations {9.0) (181)
Statutory profit before tax ~
continuing operations no.a 142.2
Loss for discontinued operations (10.7) (1381)
Group profit before tax 99.4 4l
Tax - continuing operations (27.8) (78)
Tax — discontinued operations 58 (288)
profit/ (loss) after tax 77.4 (321)

Certain glternctive performance measures {APMs) have
been used in this repart. See pages 229 to 234 for an
explanation of thelr relevance as wefl as their definition

In line with our continued repositioning as a specialist banking
group, the Group has taken the decision in the current year to
change the presentation of our statutory incorme statement
to align with the wider banking industry. All periods presented
have been retrospectively re-presented. This change does
not constitute a change in accounting policy and there is no
impact on recognition, measurement or profit and loss in any
period presented in the financial statements.

Inline with these changes, the Group has implemented updated
alternative performance measures (APMs). The changes

te APMS are summarised on pages 228 to 234 including an
explanation of their relevance as well as their definition.
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Trading performance

Detailed analysis of the trading results of the Group’s three
aperating divisions can be found on pages 26 to 28 for
credit cards, 30 and 31 for vehicle finance and 33 and 34
for personal loans.

Profit before tax

The Group reported adjusted profit before tax from continuing
operations of £126.6m (2021 £167.8m), with strong receivables
growth across credit cards, vehicle finance and personal
loans. Total income was broadly in line with prior year.

Higher costs arising from investment in the transformation
programme, together with higher impairments, deflated
adjusted profit before tax by £41.2m. The Group continued to
release Covid-19-related impairment provisions no langer
required, and underlying asset quality remained high with
delinguency trends remaining stable The Group's statutory
profit before tax from centinuing operations, including
amortisation of acquisition intangibles and exceptional
ilems, was £10.1m (2021 £142.2m). including CCD discontinued

operations, the Group profit before tax was £89.4m (2021, £4.1m).

An exceptional cost of £9.0m was recognised in 2022,
This includes:

- corporate costs incurred centrally (£3.8m);
- additional Scheme costs (£3.7m); and
- redundancy costs (£1.5m).

This compares to an exceptional cest in 2021 of £181m as
aresult of: /) corporate costs including CCD closure (E11.5m);
{ii) ccD Scheme of Arrangement costs (£5.0m); and (i) costs
in respect of the redemption of bonds (£3.9m); offset by

a pension credit (£2.3m).

Discontinued operations

Discontinued operations represent the home credit and
Satsuma loans businesses within the CCB, which met the
criteria for classifying as discontinued operations in 2021
following the decision to withdraw from the home credit
and high-cost short-term credit markets entirely and close
those businesses. Discontinued operations reported a loss
ofter tax of £4.9m (2021 loss after tax of £166 7my) reflecting
the costs incurred as the business is wound up and interest
arising during the first halfl of the year, this was partly offset
by provision releases of £4.6rn no longer required.

Earnings per share (EPS)

The £108.5m increase in the Group's profit after tax has
resulted frem @ £161.8m reduction in the loss associated with
the discontinued operations and from higher costs, as the
Group has continued to nvest to support business growth and
the Group's transformation programme. These were offset by
a recuction in exceptional costs of £8.1m with lower corporate
costs being incurred and a reduction in costs associated with
the Scheme of Arrangsment.

As aresult, basic earnings per share from continuing cperations
has decreased from 53.7p In 2021 to 32.8p in 2022. The adjusted
basic earnings per shars from continuing operations decreased
from 57.5p per share in 2021 to 38.7p in 2022,

Assetyield

Asset yield represents interest income as a percentage of
gross receivables. Interest income was £486.8m in 2022, an
increase of 2.7% from 2021 (2021 £473.9m). Credit card asset
yield improved from 23.8% in 2021 to 25.0%, reflecting the
combination of higher interest income and lower average
balances. Invehicle finance, the asset yield has increased
from 20.5% in 2021 to 21.4% in 2023, reflecting the lower growth
in average gross recaivables as a result of the timing of naw
business velumes being weighted to the second half of the
year. Personal loans asset yield has reduced from 281% in 2021
to 25.7% in 2022 reflecting the growth in the loan book during
the period.

Interest expense :
The Group's interest expense arises from retail deposits and
funding from the Bank of England's Term Funding Scheme with
additional incentives far Small and Medium-sized Enterprises
(TFSME) in Vanquis Bank, combined with non-bank group
funding through bonds and bank borrowings. The funding
cost increased from £48.1m in 2021 to £58.8m in 2022 Market
savings rotes and central bank borrowings in the year have
increased from their historically low levels as the UK bank base
rate has moved upwards, particularly towards the end of the
year. This rising rate environment has impacted on the Group's
funding cost. in addition, there is an increase due to the full
year impact of the Tier 2 debt capital raised in 2021

Net interest margin (NIM)

The Group's NIM, net interest income as a percentage of
average gross receivables, ncreased by 0.5% from 205% in
2021 to 21.0% in 2022, reflecting the higher asset yield offsel
by increased funding costs.

vanquis Banking Group plc Annual Report and Financial Statements 2022 .I.I

ucdaraibaipns



Chief Finance Officer's review continued

Group total Costincome ratio —
capital ratio continuing cperations
(%] ()
40.6% 37.5% 54.8% 59.9%
21 22 21 22
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Cost of risk

The Group’s cost of risk, defined as impairment charges as

a percentage of average gross receivables, has increased
from 2.4% in 2021 to 3.2% in 2022 Both years benefited from a
release of impairment provisions no longer required in credit
cards, which were built up during 2020 following the cnset

of Covid-19. whilst there has been further releases in 2022
these were lower than in 2021, resulting in a higher impairment
charge this year.

The macroeconomic environment, particularly lower than
expected unemployment, unwind of Covid-19 provisions no
longer required, and refreshed SICR threshold parameters
reflecting the refocus onto lower risk market segments

in credit cards, are the predorninant reasons for release

of provision. Underiying asset guality remained high and
delinguency trends remained stable, and the refocus onto
lower risk market segments has reduced the provision
coverage ratio for credit cards from 25% at December 2021
10 19% at December 2022

The vehicle finance impairment coverage ratio has increased
from 30% at December 2021 to 34% at December 2022 due to
the absence of debt sale activity.

Risk-adjusted margin

The rigk-adjusted margin, defined as risk-adjusted income as
a percentage of average gross receivables, has decreased
from 20.8% in 2021 to 20.3% in 2022 as a result of higher
immpairment charges partly offset by growth in the asset yield
of the book which has improved by 1.1%.

Costiincome ratio

The costincome ratio hos increased frorn $4.8% in 20210 ©2.8%
in 2022 gs aresult of the continued investment in the Group's
transformation programme during a period when total income
has remained broadly in line year-on-year. The temporary
inflation of the cost base includes the additional investment

to continue a significant transformation programmea including
the engoing build of cur new platform, Gateway.

Returns
Investing in capital-generative businesses remains central
to the Group's business model.

The Group's adjusted return on required equity (RORE) for
continuing operations has decreased from 32.3% in 2021 to
22.2%in 2022, The average required equity has decreased by
£7.7m year-on-year. The decregse in RORE reflects the lower
continuing adjusted PBT in 2022.

Consistent with the decrease in RORE, the Group's return
on tangible equity (ROTE) has decreased from 32.2% in 2021
te 22.2% in 2022. The average tangible equity has reduced
by 4.9% year-an-year,

12

Adjusted RORE - Receivables -
continuing operations continuing operations
(%) (£bn)

32.3% 22.2% £1.7bn £1.9bn
21 22 21 22
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Dividend policy

The Groupr's dividend policy is to pay out approximately 40%
of its adjusted earnings te shareholders subject to market
conditions. As a result the Board has preposed a final ordinary
dividend of 10.3p per share in respect of 2022 {2021 interim
dividend of 12y per share). Taken together with the interim
dividend of 5.0p per share paid in September 2022, this brings
the total proposed ordinary dividend to be paid in respect of
the financial year ended 31 December 2022 t0 15.3p per share.

Tax

The tax charge for 2022 represents an effective tax rate of
25.2% (2021: 5.3%) on profit before tax which results in a tax
charge of £27.8m being recognissed in the year for continuing
operations (2021: £7.8m) which principally reflects:

- the mainstraam corporation wax rote of 19.0% on the
Group's profit before tax from continuing operations
generoting a tax charge of £29.4m (2021 tax charge
of £23.7m);

~ the mainstream corporation tax rate of 19.0% on Group
exceptional iterns from continuing operations generating
o tax credit of £0.2m (2021 tox credit of £15.3m); and

- the mainstream corporation tax rate of 19.0% on the
amortisation of acquisition intangibles generating a tax
credit of £14m (2021 tax credit of £0.8m).

The effective tax rate is principally the result of:

the adverse impaoct of the bank corporation tax surcharge
of £8.4m (2021 £12.2m);

- an adverse impact of £3.2m (202} £nil) of revaluing
deferred tax assets and liabilities in credit cards and
personal loans for the changes enacted in 2022 which
with effect from 1 April 2023 reduce the bank corpoeration
tax surcharge rate from 8% to 3% and increase the bank
corporation tax altowancs, being the threshold below
which banking profits are not subject to the surcharge,
from £25m to £100m In 2021, the revaluation of deferred tax
assets and tiabilities for the increase in the mainstream
corporation tax rate from 19.0% to 25.0% with effect from
1 April 2023 gave rise to a beneficial impact on the tax
charge of £5.0rm;

- thea baneficial impact of tax losses of discontinuad
operations being surrendered as group relief to continuing
operations at a discounted price which gives rise to o tax
credit of £3.3m (2021 tax credit of £6.5m),

- anadverse impact of £0.9m inrespect of non-deductible
expenses, principally exceptiondl project related costs
(2021 adverse impact of £0.5m);
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- the beneficial impact of adjustments in respect of prior
years of £3.6m (2021 adverse impact of £0.5m) which
comprise arelease of £4.4m following the agreement
of historic tax liabilities net of a tax charge of £0.8m in
respect of prior year project costs for which tax deductions
may not be available. In 2021, the adverse impact of £0.5m
related to adjustments to prior year deferred tax on share
schierme awands,

~ anadverse impact of £1.0m (2021: beneticial impact of
£7.8m) related Lo prior year transfer pricing adjustments
between continuing and discontinued operations, as
well as adjustments related to prior year tax losses of
the discontinued operation which were surrendered as
group relief to the continuing operation at a discounted
price; and

- in 202, the beneficial impact of the release of the
exceptional complaints provision in CCD following the
implementation of the scheme of Arrangement which
was taxable in discontinued operations but which on
consolidation was recognisad in continuing operations.

Summuarised balance sheet

2022 2021
o £m £m
Assets

Cash and balances at central banks 464.9 Nz
Amaounts receivable frorm customers' 1,896.1 16777
Pension asset 30.7 nz.2
Goodwill and other intangibles 134.5 123.5
Cther assets 129.6 93.9
Discontinued cperations - 03
2,655.8 27253

Liabilities
Retail deposits 1160.86 10185
Bank and other borrowings? 815.4 8452
Trade and other payables 62.6 77
Other habilities 698 121.5
Discontinued operations 0.2 318
2,048.6 2,0941

I Amounts roceivable from customers in 2022 ore presented net of £79m
fair value adjustment for portfaro hedged risk Undarlying receivables
trom customers are £1.904 Orn {2021 £1,6777m)

2 Bonk and other borrowings in 2022 are presented net of £4 &m foir value
adjustment for hedged risk Underlying bank and otner borrowings are
£820.0m {2021: £845 ?m)

Coverage ratios

Credit cards Vehicle finance
33y, 34%
0%
25% 24%
19%
H2'21 HI'22 H2°22 H2'2Y HI"22 222

Assets have decreased by 3% to £2,6%5.8m driven by the

73% reduction in the pension asset due to the volatility in

the markets following the mini budget announcement

in September 2022, and cash balances reflecting more
normalised lavels of liquidity following steps taken to increase
liquidity resources in response to Covid-19 in 2020. This was
offset by the 13% growth in the receivables book. The growth
in the receivables book dunng 2022 has also dnven the
utilisation of cash from operating activities.

The pension asset has reduced frem £112.2m at the end of 2021
to £30.7m at the end of 2022, liabilities reduced by 38% as the
discount rate increased from 1.85% to 4 80% and long-term
inflation reduced from 3 40% to 3.25%. This was offset by
reducing asset values which fell by 42% due to the significant
fallin the value in liability driven investments which change in
value in line with long-term gilt yields. The netimpact of the
fallin value of the pension asset, including tax, has reduced
retained earnings by £63m during the period, whilst the
reduction impacts distributable reserves within the Company,
it has not impacted the ability to pay dividends in the year,
The distributable reserves of the Company are set out

in note 31

Liabilities have decreased by 2% to £2,048 6m. Retail
deposits increased by 8%, offset by non-bank group funding
decreasing by 4% as the Group took the decision to early
repay the revolving credit facility in March 2022,

Amounts receivable from customers

- Group amounts receivable from customers increased
by £226.3m (13.56%) in the year from £1,6777m in 2021 to
£1,804 0 in 2022

- Credit card receivables increased by 11.1% to £1181.6m
(2021 £1,063.4m) as a result of higher customer spending,
with spend per active customer approximately 6% higher
yedar-on-year combined with higher customer bookings
and payments remaining stable,

- Vehicle finance receivables exhibited strong growth and
increased by 10.2% to £646.0m (2021, £686.2m) largely os
a result of continued portfolio growth and its competitive
advantage to draw upon the Group's capital and funding.

- Personal loans receivables increased by £48.2m to £76.3m
(2021 £28.1m) reflecting caontinued growth fallowing
the successful launch of the pilot during the second
hatf of 2021

The Group's coverage ratio has reduced from 27% at
December 2021 to 24% at December 2022 reflecting the current
nature of the macroeconomic envircnment, the release of
provision no longer required, and the strong underlying credit
quatity of our portfolios.

Personal loans Group

27%  2V%

&

17

13% -

H2'21  HI'22 H222 H2'21 HI'22 H2'22
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Chief Finance Officer's review continued

Liquidity and funding

Historically, the Groupy's funding strategy was to maintain
sufficient available funds and committed facilities to pre-fund
the Group's liquidity and funding requirements for at least the
next 12 months. On 1 November 2022, the Group received notice
from the PRA that it has approved the Group's application

for a Core UK Group large exposure waiver which will enable
Moneybarn Nol timited, the Group's vehicle finance subsidiary,
to access retail deposit funding via Vanguis Bank with
immediate effect. This enables the transition to a traditional
bank funding model in which the Group maintains access to
diversified sources of funding comprising: (i) retail deposits;

(ii) securitisation of the cards and vehicle finance books;

(iii} liquidity and funding facilities at the Bank of England,

and (iv) access to wholssale market funding and debt

capital via its EMTN programme.

In 2022, the Group delivered on a number of its
funding objectives:

- iniine with the Group's strategy to reduce its reliance
on revolving credit facilities {(RGF) as a source of funds
the Group tock the decision Lo repay the RCF early on
30 March 2022 (the Group did not require the funding
and did not plan to rensw the facility on maturity)

- The Group has placed all surplus funds on deposit with
the Bank of England via vanquis Bank.

- The £70m loan from Vanquis Bank to Vanguis Banking
Group ple was repaid on 30 June 2022, ahead of its
contractual matyrity.

-~ vanquis Bank extended a £70m loan to Moneybarn
under the existing Large Exposure Limit on 30 June 2022
(that wos not waiver dependent).

- The Group completed the annual update of the Euro
Medium-Term Nate (EMTN) pragramme in October 2022,

- The Group received approval from the Prudential
Regulation Autharity (PRA) of a Core UK Group waiver
1o cllow the use of retall deposits held at Vanguis Bank
to fund Meneybarn No.l Limited.

Group borrowings at the end of 2022 were £1.916.0m

(2021 £1,8837m), including £20.2m (2021 £17.7m) of interest
accrued on borrowings and short-term overdrafts, but net of
£4.3m (2021: £6.9m) of amortising fees and £4 6m (2021, £nil)
fair value adjustment for hedged risk. Vangquis Bank accepts
retail deposits and, at 31 December 2022, had retail deposit
funding of £1100.6m (2021 £1,018 5m). The Bank's retall deposit
offering performed well in the year and was able 1o deliver
the required funding base at an attractive cost compared

ta wholesale afternatives The retall deposit funding has
increased during the year, reflecting a funding level relative to
lending and iquidity requirements.

The Group continues to adopt a prudent approach to
managing its funding resources within risk appetite, and will
optimise thesea resources when new opportunities become
available to the Group

The Group manages its liquidity in line with internal and
regulatory reguirements, and at least annudlly assesses the
robustness of the liguidity requirements as part of the Group’s
Internal Liquidity Adequacy Assessment Process (ILAAP)

The Group uses a nurmber of measures to manage liquidity.
These include:

- the Overall Liquidity Adequacy Rule (OLAR), which is
Vanguis Bank's view of the liquidity needs as set outin
the Internal Liquidity Adeguacy Assessment Process
(ILAAP) ot the Vangquis Bank solo level. Liguid rescurces
must be maintained above the OLAR The Group isin the
process of enhancing the ILAAP to include a consolidated
Group OLAR; and

- the liquidity coverage ratio (LCR), which is a regulatory
measure that assesses net 30-day cash outflows as
a proportion of high-quatity liquid assets (HQLA)

As at 31 December 2022, the HQLA amounted to £420 5m
(2021 £414. 8m). HQLA have been in significant surplus to the
minimum regulatory requirements throughout 2022, Vanguis
Bank currently holds its liquid assets buffer, including other
liquid resources, solely in a Bank of England reserve account,
As at 31 December 2022, the Group, on a consolidated basis,
and Yanquis Bank, on an individual basis, had an LCR of 1139%
(2021 2,073%) and 348% (2021: 587%) respectively.

Capital

The Group is subject to supervision by the PRAon «
consolidated basis, as a group containing on authorised bank
{(vanquis Bank Llimited). The PRA sets requirements for Vanguis
Bank as an individual entity and the consolidated Group in
respect of capital adequacy, liquidity and large exposures.

The Group's regulatory capital currently consists of CET1 and
Tier 2 debt capital. GET1 comprises shareholders’ funds, after
adding back the IFRS @ transitional adjustment, and deducting
the defined benefit pension osset and intangible assets
{including goodwill), all of which are net of deferred tax.

At 31 December 2022, the Group’s CETI ratio was 26.4%

(2021 28.1%) and the total capital ratio was 37.5% (2021: 40.6%).
CETldecreased from £507m to £479m during 2022 and total
own funds decreased frem £707m te £679m. The overall
decrease in regulatery capital predominantly reflects the
scheduled further unwind of the IFRS 8 transitional relief in
regulatory capital The continuing cperations of the Group
were CET1 generative in 2022,

The risk weighted exposures have increased by £70m year-
on-year, primarily because of lending growth in 2022 offset
somewhat by the strategic placement of excess liquidity held
by the Company with the Bank of tnglond (via vanquis Bank).

The leverage ratio is defined by the Capital Requirements
regulation as Tier 1 capital divided by on and off-balance
sheet gsset exposure values, expressed as a percentage.
The UK leverage ratic framework sets a minimum ratio

of 3 25% The Group's leverage ratio at 31 December 2022
of 21.0% (202118 1%) remains comfortably above the
minimum reguiremeant.
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Capital resources

The Group elected to phase in the impact of adopting [FRS

9 over a five-year period ending 31 December 2022, as
permitted by regulation. This was achieved by applying add
back factors of 95%, 85%, 70%, 50% and 25% for years one to
five respectively to the initial ITRS 9 transition adjustment {(nat
of attributable deferred tax) plus any suhsacuent increasa in
expected credit losses (ECL) in the non-credit-impaired book
from transition to the end of the reporting period. The PRA
ratified additicnal capital mitigation proposed by the Basel
Committee, in response to Covid-19, with these measures
coming into farce from 27 June 2020. The measures allow for
the increase in ECL in the non-credit-impaired book arising
after 31 December 2019 to be fully added back in 2020 and
2021 {the "quick-fix' measures). This relief is then phased out
over the following three years on a straight-line basis, ending
31 December 2024 (20221 75%, 2023; 50%, 2024: 25%).

The Group's capital headroom, at 31 December 2022, does
not include any benefit as aresult of the quick fix measures
as cansolidated provisions were below 31 December 2019
levels. Further information on the impact of the IFRS &
transitional arrangements is provided in the Group's

Fillar 3 disclosures available on the Group’s website,
www.yanquisbankinggroup.com.

31 December 31 December

Capital and cu_pito\ resources 2022 2021
CETl ratio 26.4% 29.0%
Tatal capital ratio 37.5% 40.6%
Lleverage ratio 21.0% 18.1%
CET1 £478.8m £5068.5m
Tier 2 capital £200.0m £200.0m
Total regulatory capital £678.8m £7065m
;\sk-weightéd exposures £1,810.8m £1,7406m

Capital requirements

The Group operates the standardised approach to credit risk,
wheraby risk weightings are applied to the Group’s on and
off-balance shest exposures. The weightings applied are
those stipulated in the Capital Requirerments Regulation (CRR).
The Group's Individual Capital Adequacy Assessment Process
(ICAAR) includes a summary of the capital required to mitigate
the identified ricks acrose the Group and the amaount of
capital that the Group has available. The Group has complied
during the ysar with all of the externally imposed capital
requirements. The overall capital requirement, set by the PRA,
includes both the calculated requirement derived using the
standardised gpproach and the additional capital derived in
conjunction with the ICAAP.

In addition, CETI capital must also cover the buffers

required by the ‘Capital Buffers’ part of the PRA Rulebook,

the UK Countercyclical Capital Buffer (CCyB} and the Capital
Conservation Buffer (CCoB). These apply to all firms and are
bosed on a percentage of total risk-weighted exposure. The
CCoB remained at 2.6%, its long-term rate, throughout the
year (2021 2.6%). The UK CCyB increased to 1% on 13 December
2022, as previously announced by the Bank of England's
Financial Policy Committee (FPC), and will further increase

to 2.0%, its expected long-term standard level, in July 2023,
This requirement for additional capital in the future has been
factored into the Group's capital planning.

The Group operates within a defined capital risk appetite,
with threshelds reported to and moenitered by Group Beard.
The Baard regularly reviews both the existing and forecast
capital position to ensure that planned capital resources are
sufficient for planned changes in the balance sheet.

Pillar 3 disclosures

As part of the regulatory supervision by the PRA, the Group,
consistent with other regulated financial institutions, is
required to make annual Pitlar 3 disclosures which set cut
information on the Group's regulatory capital, risk exposures
and risk manogemeant processes. A considerable amount of
the information required by the Pillar 3 disclosures is included
within the 2022 Annual Report and Financial Statements. The
Group's full Pitlar 3 disclosures can be found on the Group's
website, wwwvanquisbankinggroup.com.

Neeraj Kapur
Chief Finance Officer
30 March 2023
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Sustainability overview

Ensuring that we take

positive action on ESG matters

At Vanquis Banking Group, we are committed to

delivering products and services that help put

our customers on a path to a better everyday

life, as well as taking account of the wider role

that the Group plays in society and the ESG

issues that motter to our key stakeholders.

By continuing to follow our Purpose of helping to put people

on a path to a better everyday life, and delivering the Mission .
and Strategic Prigrities that relate te our people and culture, sociqa/f
the sustainable growth of our business, and cur customers

and comrmunities, which we published in autumn of 2022,
the Group will meet the needs of all our key stakeholders by:

- acting on our Mission of becoming the first-choice bank
for everyday people who are excluded by mainstream
lenders by enabling them to access responsible and m
affordable products and services; 2

=

- focusing on our People and Culture and creating a great
place to work whers our colleagues are empowered to
learn, grow and succeed in an environment that is positive,

inclusive and rewarding; GO{ 4¢’

- delivering Growth and Sustainability by making our Q/ 00
business as effective and efficient as possible so that
we can continue to deliver an autstanding service to our
customers while at the same time keeping costs under
controf and reducing our impact on the environment; and

— supporting our Customers and Community by providing
our customers with a greot service and products
that meet their spacific needs, and working with our
community partners to help address financial exclusion
and support social mobility.

66

We help put people on a path to

a better everyday life by offering
affaordable financial services to
everyday people in the UK who
are excluded by other lenders.

We combine our wealth of
experience with accessible and
responsibly designed products,
and a commitment te addressing
financial exclusion and supporting
social mobility in our communities.

Malcolm Le May
Chief Executive Officer
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Taken together, our Purpose, Mission and Strategic Priorities
bring clarity to why Vanguis Banking Group exists, the role

we play in the lives of our customers, and what drives our
business to continue 1o innovate and grow in a sustainable
way so that we can responsibly provide them with the
products and services they need now and inthe future.

It also underlines our commitment to responding to the
needs of our stakeholders and managing and reporting
our ESG performance.

No poverty

By 2030, to contribute to ending poverty in all its forms
everywhere by ensuring our customers have access to
cost-effective, responsible and appropriate products for
their needs and supporting them and the communities
we serve through financial difficulty.

Gender equality

To contribute to achieving gender equality and
ermpowering all women and girls by achieving 40%
fernale representation in the Group's senior management
population by 2024 and supporting community projects
which promote gender diversity and inclusion

Reduced inequalities

To contribute to reducing inequality by building our
capabilities to better identify, support and empaower our
stakeholders who may face ineguality and exclusion,
whether because of their age/sex/gender identity/race/
athnicity/origin/disability/ability/where they live or what
their economic status is

By doing this, we will: champion equality, diversity and
inclusion, and pravide our colleagues with ¢ working
environment that is healthy, safe and meritocratic; collaborate
with and treat ocur suppliers fairly; support the communities we
serve to thrive; and support the UK to transition to a cleaner,
net zero economy.

By delivering on our Purpese, Mission and Strategic Pricrities,
we will also continue to support the achievement of the
following UN Sustainable Development Goals (SDGs)

Quality education

To assist in ensuring inclusive and equitable quality
education and promote lifelong learning opportunities
for all by partnering with organisations that will help to
equip children and young people with essential skills
and knowledge that will allow them to excet.

Decent work and
economic growth

To support the promotion of sustained, inclusive and
sustainable economic growth, full and productive
employment and decent work for all by creating epportunities
for all generations and protecting and promoting labour
rights in both our business and supply chains

Climate action

lake urgent action to combat climate change and
its impacts by achieving our net zero carbon dioxide
emissions target by 2040.

Read more gbout the Group's sustainakbility strotegy on pages 386 to 37, our TCFD report on pages 40 to 49 and visit
www vanguisbankinggreup.com to access our 2022 Sustoinability Report for further information on our ESG activities

View: Sustainability Report at

www vanquisbankinggroup.com/

sustainability/sustainobility-report-2022

Vanquis Banking Greup ple Annual Repart and Financicl Statements 2022 .|7
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Market overview

Trends in

our market

We specialise in supporting those in the UK who are not well served by mainstream lenders.

We have a vital role to play in providing
the right products, services and support
as mere consumers potentially find thelr
access to mainstrgam lending restricted
due to adverse macroeconomic
conditions, cost of living and affordability
pressures, and the continued reduced
risk appetite from mainstream

lenders. These consumers’ needs and
circumstances typically change over
time, and circa 1 tc 2 million move inand
out of the market each year Our market
is robustly regulated, primarily by the FCA
and PRA, with reguiation subject to ongoing
avolution.

There are three main categories
of products in our market:

- Credit Cards;

— Unsecured Loans, including personal
ioans; and

- vehicle Finance {Hire Purchase).

We will continue to evolve our product
offering through 2023, enabling us to
support mere consumers on their credit
journey. In particular:

- developing our lcans products,
including broadening the range of
APRs, loan sizes and terms; and

- reviewing our vehicle finance
propasition, inciuding loan sizes, terms,
APRs and asset classes. We cover cars,
motorbikes and Light Commercial
vehicles (LCvs), but we aspire to
broaden this further,

we continually analyse trends in our
industry, using these insights to determine
our strotegic priorities. The digital
revolution, further propelled by Covid-19,
is changing how customers expect to

be served, while we also need to adapt
quickly to macroeconomic changes, the
evolving competitive landscape, and

the impact of cost of living pressures
Sustainability is of increasing importance
to our stakeholders, and we continually
review our business model to ensure our
lending remains suitable and affordable
for customers, in line with our regulatory
and social responsibilities

18

Digital revolution

Key trends
- A consumer shiftin buying patterns
towards online and digital chaonnels

- Consumer expectations of o
frictiontess digito| experience.

— Theinflux of rew digital products
such as digital-first lending and
mabile banking applications.

= Increased demand for contactless
payment methods and the use of
digital watlets

inflationary pressure
— cost of living

2 3 P4

Key trends

— The UK has been experiencing o
higher than targeted risg in tho
cost of living. The Bank of England
typically targets inflation of up to
2% per annum, but CPIInflaticn in
December 2022 stood at 10.7% (ONS
& Bank of England, 15 December 2022},
inflation has been expected to fall
irr 2023, but will still Ikely remain
well above target levels.

- In particular, energy bills have risen
sharply and may increase further,
tuelled by the currant geo pobtical
situation This I1s squeezing household
incomes, including those of our
customers, as wages are unlikely
to keep pace.

- Theo affordability challenges
consumers faced thiough
2027 and continue to faco as
inflation hits hard has led some
mainstream lenders to tighten their
assessments, INcreasing the size of
the ron-prime lending market.

- Customers may begin to
oxpericnce difficultios in
repaymants os o consequence of
the nsing cost of iving

How we are responding

— Within Vanquis Bank, we arg
investing In our mobile app and
Digital Wallet proposition, enabling
smoother digital experiences
for custorners

- Within Monoybarn, we Fave madoe
cansiderchle irrprovements to
our custorner onboarding journey.
remaoving friction and moking the
process cleorer ang simplor,

- Thercis a pregrarmme of
ongoing channel investment
and the transition (o our new
IT Gateway platform should
cnable the unification of our
product propasition.

How we are responding

— We have significant experierce
in lending to customers who may
be excluded from mainstream
lenders and carry out specialist
offordability and credrt rnisk
gssossmonts,

- Wa ofter preducts across a range
of prnice points, increasing firancicl
inclusion gcross the markol.

— We moriter our customers’
porformance and use early warning
indicators to highlight changing
circumstances where toilored
support may be reqguired.

- We are actively reviewing and
adaptirg our offerdakbility
opproach to ersure our lerdirg
rerrains suitable, affordable,
dppropriate and sustainable

Annual Report reference
- Poges 25-29 Vanguis Crodit Carde
- Pagos 30-37 Mereyborn
vehicle Finance
- Pages 33-35 Vanguis
Porsonal Locns

Annual Report reference
- Puges153-154.182 184,185 Cost
Of Living Accodntirg Judgements



Links to strategy

1 Peoople and Cultura

Links to risks

P Finctanr full st et ey dives an poges 54-A8

Competitive
landscape

1 2 P2

Key trend

— A nurnmber of competitors in cur
sector have been constrainod
by funding due to an inability to
adapt to evolving regulation, thus
reducing supply in the markot.

- The higher interest rate
emvironment, togathor with
restricted supply, hos seen some
competitors passing on higher
interest rates to customaers, We
have minimised this during 2022,

How we are responding

- woe have a strong balance sheet
and access to low-cost retail
doposit funding through Vanguis
Bank The PRA has approved our
applicalion to enable us to utilise
this deposit funding merc broadly
across the Group.

- W¢ ore constantly exploring
opportunities to diversify our retal
oftering and continuously Gssoss
aur funding options.

- Areduction in supply prosents
an opportunity for us to mect
consumers’ unrmet eredit needs in
o sustoinable. suitable, appropriate
and affordable manner

Annual Report reference
- Pages 26-29 Vanquis Credit Cords

- Pages 30-32 Moncybarn
Vehicle Finance

Pages 33-35 vVanquis
Personal Loans

2 Growth and Sustainablity 3 Customer and Comrmunity

Sustainability

2 3 P68 PO

Key trend

- There s increasing consurmcr,
investor and political expectation
that firms will conduct thoir
operations in a sustainable manner

How we gre responding

- Wewelcome increased focus
on sustainability and engage in
Corporote Responsibility, making o
positive contribution to our society.

— The Group reports in fing with
the recommendations of the
Task Force on Climate-related
Financial Disclosures (TCFD),
enabling us ta considar tho
impact of climate-relate risks
and cpportunities.

- W work with chanties and partnors
in the communitics we serve 1o
address issuos such as debt advice,
financial education and other
consumer vulnerability mattors

Read mere on our Strategy on pages 22-23

Regulatory
environment

1 2 P5 PS

Key trend

- Frmsneed to cdoptasthe
regulatory cnvironment continues
to evolve, for example, to tho
introduction of the Consumer Duty
regulations coming into force in
2023-2024.

- The regulators” focus is on ensuring

all lending is sustainable, suitable
and offordable.

Annual Report reference
- Pages16-17 Environrmental. Social
and Governance (ESG)

— Pogos 36 49 Sustainability Report

How we are responding

- We support regulation that
protects consumers and maintaing
a fair and effective market. We
continually review our business
modcl to ensure our products
remain sustainable, suitable
and affordable for customers.

- We have an ongoing transparent
diglogue with our regulators and
have built a good relationship
with thom.

- A pregramme of activity
has boen estabhshed to meet
the requircrnents of the FCA's
Consumear Duty regulations coming
into force in 2023-2024. The Board
and Risk Committee are providod
with reqular updates to suppoert
their oversight.

Annual Report reference
- Page 85 Relations With Regulators
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Business model

We are driven by our Purpose
to create value
or our stakeholders

20

Customers

Our 17 milllon customers are ¢t the
heart of what we do; they arc the
peoplein the UK who at any given
time are looking for something that
mainstrearn lenders do not otfer

- We have developed toilorod
products to moeet their requirements
through a detailad understanding
of their needs and challenges.

— we carefully assoss affordability
and creditworthiness and are
specialists in supporting customers
in financial difficulty, promoting
financial inclusion

— Qur CCE Committee is focused
on ensuring the best outcomos
far custcmers ccross all our
customer irteractions

Equity and debtinvestors

We scoure long-term, lower-rate
funding through strong relationships
with our lending banks depositors
andinvestors. We engoge in
discussions with our equity and dabt
investors to understand their needs
ond expectations leading to botter
outcomes over the long term and
improving our sustainability

— We interact with debtinvestors
and shargholders through
half-yecrky results presentations,
regular troding updates and
manegemoent mectings

— Cur Bourd cro ExCo recewe regalar
updates from IR on rrarket activity
and investor scriment.

Colleagues

Our 2000 colleagues are critical to
deliverng our business modcol The
suscoss of the Group is dependont
upon having metivated colieagues
with the right expertise ond skills to
help deliver our strategy.

- We conduct an annual collecguc
survey to register sentiment and
continually focus on making
improvements for the bettermeant
of our collcagues

- We have diversity and inclusion
working groups {focusing on gender,
race, disabiity ond LGBTQ+) that
meet reqularly and focus on ensuring
the work environment 1s nclusive

- Weoffer support to colleagues
through our Employee Assistance
Frograrmme (EAP} and through
the provision of the Thrive app
to all colleagacs

Suppliers

Qur suppliers are essential to providae
our product lines with the goods

and services required to enable us
to continue to meet our customaers’
needs They play avitael role ir our
operations so it is irportant that

we develop strong relotionships

with them.

— W have previously laanched
a new Supplier Management
Framework to engage with
suppliers effectivaly, including
having executive sponsorship
tor our key relatronships.

- Wo have signed up to the PFrompt
Payment Coce and are committed
to paying the majority of our
sappliers within 30 days.

Regulators
and government

We beliove maintainng an opoen,
constructive ard trusting dialoguce
with policymakars and regulators such
as the Prudential Regulation Authority
{PRA) and the Financial Conduct
Authority (FCA), is critical. Wo work
closcly with our regulators to ensure
we mact oll reguiatary standords

and contribute to a safe and robust
banking system.

- Qur applicatien to the PRA allowing
us to use retail deposits to fund
different ports of the Group has
boen approved.

— During the Scheme of Arrangemant,
ve worked collaberatively and
openly with the FCA to deliver the
bast outcome for customers

Communities

Cur community investment strategy
is aligned to our social purpose

and seeks to invest in activities

and initatives which address the koy
factors thot terd to reduce access
1o credit Wo have continued to work
with charities ana specialist partners
to oodress key barricrs to secial and
finoncial incluston, ond hove played
a role in helpeng children, young people
and adults to boost therr education

— In 2022, we disbursed over
£280,000 in grants to 27 voluntary
argorisotions focusing on
irequality. exclusion, disacvantage
and maental Fealtt ssucs

- Our CEO 15 an active member of
the National Numeracy Leadership
Courcil, whick aims to grow the
ncbwork of orgonisations and
individuals actively addressing the
15suc of poor numoracy and clevate
the understonding and importance
of theassue at araotiongl level.

At our core, we focus on acting responsibly and sustainably in all our stakeholder relationships:

we respond to the needs of our stakeholders Dy creating a fair, inclusive and diverse workplace,
supporting our local communities, responding to climate change, treating suppliers fairly,

and engaging with them on ESG matters.

Read more on pages 6 and 17
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Fulfilling our Purpose: How we help to put people on a better path

We support financial inclusion and social mobility
by lending responsibly to the financially underserved

Read more on pages 3to 4

i

We develop tailored Products

to meet customers’ needs.

We focus on the UK credit market,
developing simple, transparent
products with flexibility to help
customers manage life despite

/ not being well served by

6 mainstream lenders.

We mandage arrears and
customer difficulties.

we establish early contact and
ansure an ongoing dialogue with
customers who have difficulties.
This provides a sympathetic
appredach to understand
customer circumstances
and offer forbearance.

Customers are
at the heart
of what we do

5

We collect payments due.

we offer many ways for customers
to pay or get in touch to discuss their
payments. We maintain frequent
customer contact and stay close to
customers through our call centres

and digital communications
\ s

(including texts, emails and
We lend responsibly.

mobile app notifications).
We tend to lend smaller amounts
over shorter periods and only
lend when customers
demonstrate suitability.

N

2

We attract customers
who we can serve.

Wwe use many ways to reach
consumers including increasingly
digital methods, as well as
through partners such as
agents and brokers.

3

We carefully assess
customer affordability
and creditworthiness.

We use internal and external
data, taking into account both
the current situation and the

likely future.

vanquis Banking Group plc Annucl Repert and tinancial Statements 2022 2]
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Strategy

Building a

sustainable Group

Our refreshed
Strategic Blueprint
Recently, we have redefined cur Strategic

Blueprint, to outline why we are here, where
we want to get to and how we do it

Qur Purpose continues to focus on why we are here
to help put people on a path to a better everyday life.

Cur Vision outlines our ambition: we imagine a world
where everyday people are able to access the financial
services they need from us, no matter where they are
on their journey.

Our Mission is to become the first-choice bank for
people unable to access financial services from
mainstream lenders.

OCur three Strategic Pillars, People and Culturse, Growth
and Sustainability and Customer and Community
will drive our Mission to success. These three pillars
ensure that all of our decisions are aligned with our
values, stokeholder expectations, ond the customers
and communities that we serve. We will continue to be
a sustainable business and will provide the products,
services and support needed in the future in line

with our Purpose.

22

1 People and Culture

We have a clear Purpose that makes a positive impoct on
people’s lives. Qur colleagues are key to our success, so we will
fecus on attracting and retaining the right people, making this
a great place te work, and having cpportunities tc develop in
u diverse and inclusive environment.

~- We conduct an annual survey to centinually focus on making
improvements for our colleagues.

— We have diversity and inclusion groups (gender, race,
disability and tGBTQ+} to help creote an inclusive envirenment,

— We cffer support through our Employes Assistance
Programme (EAF) and the provision of the Thrive app.

Objectives

- Focusing oninclusion and development to retain and attract
diverse talent that coliaboraotes effectively in o hybrid setting.

Re-energising investment in colleague engagement through
our values and behaviours.

Performance

- 68% colleague engagoment (2021 69%)

- 33% scnior management gendar diversity (2021, 27%)
- 2.0k ciployees number (2021, 2 5k)

Progress in 2022

- Hybrnid working with o return ko offices to mect colieague
and customar noads 15 working successfully,

- 'Onec Group' business maodel implemented and embeaded,
streamlining governance and management structures.

— Revised organisational design implemented, with single shared
services across Finance, HR, IT, Change, Risk ond Cperations

— Specific teams end harmonised role levels created under
Maraging Directors tor our Cards, Loans and vehicle
Finonce divisions.

Challenges in 2022

The business has been through significant structural change
over the last two years, including the closure of the Consurner
Credit Civision (CCO0)} and the implementation of *Gne Group”.

- Anumber of cur collecgues hove faced cost of living prossures
thot we hove supported them threugh, vath initiatives such as
the winter Fuel Payrrent Schoeme

Focus for 2023

- Talznt acquisition and retention

~ Motivate our collcagues to help deliver our strategic objectives
- Contirued invostmeant in our Diversity and Irclusion Programme

Risks

- Informatior and data secunty risk
-~ Conductrisk

- Pocoplcrisk



2 Growth and Sustainability

Through Growth and Sustainability, we will aim to be efficient
and effective by focusing on seamless collaboration through
connecting teams and technology.

Capital

At December 2022, the Group had capital resources far in excess
of the overall capital requirement, retaining a credit rating, an
extensive wholescle markets franchise, and a strong performaonce
in debt capital markets, providing opportunities for optimising
the compeosition of the Group's regulatory capital if desired.

Funding

The Group has a highly liquid position, holding in excess of
£380m above liquidity coverage ratio requirements. We have
continued to deliver on o number of funding objectives

- inline with the Group's strategy to reduce its reliance
on Revolving Credit Facilities (RCF) as o source of funds,
the Group took the decision to repay the RCF eariy on
30 March 2022 (the Group did not require the funding
and did not ptan to renew the facility on maturity),
— the Group has placed all surplus funds on deposit with
the Bank of England via Vanquis Bank;
- the £70m lcan from Vanguis Bank to Vanquis Banking Group
plc was repaid early on 30 June;
- Vanguis Bank extended a £70m loon te Moneybarn
under the existing Large Exposure Limit on 30 June 2022
{this was not waiver dependent); and
- the Group received approval from the Prudential Regulation
Autharity (PRA} of a Core UK Group waiver to allow the
use of retail deposits held at Vanguis Bank Lirmited to
fund Moneybarn No.l Limited, enabling the transition to ¢
traditicnal bank funding model that is primarily retail funded.

Objectives

- Embedding our cperating moedel around our brands
and conselidating our products onto one platform.

- Developing technology and investing in systems

- Cost efficient investment for sustainable growth and value-add.

Performance
- 16.3p dividend por share (2021 12p)
~ 12.0% rcturn on equity continuing operations (2021: 25.8%).

- 37.5% total capital ratio (2021, 406%).
— £110.m statutory PBT continuing operations (2021 £142 Qm)
- 38.7p adjusted basic EPS continuing operations {2021 57.5p).

Progressin 2022

- Acceptance of our application 1o the PRA to use retail deposits

to fund differcnt parts of the Greup, resulting in o lower
costof funds.

- Improving the guality of our portfolio ond exiting from
high-risk scgments,

- Transitioning our products to a new IT platform (named
Gateway) following o successful pilot of Sunflower Loans

- Broadening our propositions, including increasing the price points

for our Credit Card customers, whilst remairing cost efficient.

Challenges in 2022

Increased competition in scgments such as vehicle fincnce,

particily alleviated by the rising cost of SONIA (Sterling Overnight

Index Average) on somae of our competitors.,

- Qur customers have potentally been exposed to the cost of
Iving challenges as the UK foces macrocconomic headwinds

Focus for 2023

- Investing in furthor growth ond expansion of our corc
praoduct lines.

- Hawing an IR Pregramme, communicating the Group's refreshed

strategy and the approval of the Capital Waiver.

Risks

- Technology and 11 risk,

- Capitalrisk.

- bLiguidity and funding risk.
- Modelrisk

3 Customer and Community

By putting peop'e at the heart of what we do, we ensure that
our business is centred on our Customers and Communities,
with a focus on social impact,

Supporting our Customers

The Group is well positioned to provide toilored and respensible
products and services to customers who span the mid-cost,
near-prime segment, including those dewling wilh signifivant
life events. Short or longer-term financial difficulties can damage
customers’ credit files, leading to them being excluded by prims
lenders. Our services help psople enter or re-enter the credit
market, stoy in control of their finances and build up their

credit scores.

Supporting our Communities

We have continued to support our communities through our
social Impact Programme, working with charities and specialist
pPartners to address barriers to social and financial inclusion.
Qur assistance has taken many forms:

- establishing a Schoo! Uniform Fund helping more than
1,600 pupils;

— supporting children and adults to boast their skillset,
including numeracy, literacy and school-home support;

- sponseoring the "Bradford City of Culture’ Programme in 2025; and

— disbursing over £260,000 in grants te 27 voluntary
organisations focusing on Ineguality, exclusion, disadvantage
and mental health,

During 2022, we have worked with the Outward Bound Trust,
the National Literacy Trust and four community foundations
to enrich tha lives of our communities and make a positive
socialimpact.

Objectives

- Building deep relationships with customers, ensuring access
to preducts, services and support through various channsls.

- Continuing our award-winning work with partners
and communities.

Performance

- 1.7m customers (2091 16m).

- £1.4m community investment {2021: £14m}

~ 4.6f5 credit cards Csat score (2021 4 7/5).

- 4.3/5 vehicle finance Feafo rating (2021 4.4/5)

Progress in 2022

- Maintained existing high levels of customer satisfaction.

- Continued investment in our communities and partnerships

- Improving customer cutcomes through the launch of digital
wallets, o broader range of APRs, and the successful launch
of cur neorprime vehicle finance offering.

- Completed customer remediation through the Schemae
of Arrangement

Challenges in 2022

- Rising cost of living pressures impocting customers'incomes.
- Significantincreasos inthe price and age of used vohicles
purchased, due to a limited availability of new cars.
- Increased demand for our social iInvestment support,
recognising the adverse macroeconomic cnvironment.

Focus for 2023
- Investmont in community-bused prejects suppoerting numeracy
and literacy

- Continued development of our range of propositions, reflecting
changes in consumer demands and needs,

Risks
Crodit risk.
- Opoerational risk.
— Information and data security nisk.
- Regulatory nsk
- Conduct risk
— Busingss resihence risk
- Peoplorisk.
- Modelrisk
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Key performance indicators

The key performance indicators (KPIs) represent the principal metrics reported to Group managerent
on a monthly basis to support the strategic decision making across the Group.

1 People and Culture

Employee numbers (k)

42
g 2.0k
2 20 -
202122 ..............................
Definition

rhurmnber of peoals working for tha Group at yeot erd
under contrects of employmenrt

Strategicfocus

hurmber of employees delvering for all stakeholders
Comment

tmployes rumbers cortirusd 16 dscrs
the clasurs of CCD

fallowirg

colleague engagement (%)

68%

72 Ba 68

Definition

Aseries of questicrs used i our colleagua
engagemenrt survey which determire the degree to
whickh colleagues f sdf ir motivated
by ard passiorate about the work they de at Varquis
Barkirg Group

Strategic focus

Colleagues whofasl ergaged at wark ard wort to
provide their views ontre Group and its strategy
Comment

Ergagamenrt across our busiress kos Peld steady at
685, AawWr just 1% from 202i, a posihive outcome grier
e chollergirg year of chorgs andwarstonnaunr
experienced throughout 20232

2 Growth and Sustainability continued

Adjusted PBT —
continuing operdations (£m)

e £126.6m

Performance

R

1266

Definition
Ad,ustad pro's

Statutory PBT ~
continuing operations (£m)

T EN0Im

Performance

ore tax s stated before arnortizaticr: of cogustior irtargibles, discortirued operanors

ard ecceplioralitems Stotutory prafit bators tax is stated betore discorbrusd operatiar §

Strategic facus

Frofits which wallimpant orgaric irvestrnsrt vatbir the Graup or dividerd pa,merts to the Group s skareboldars

Comment

At usted prefit Pas reduced by F41 Zm ard statutory profit by £32im Whilst total ircome remmired steble relotive to 205

Senior management gender diversity (%)

33%

33
27 27

20 22

Definition

Improvieg tre garder diversity of tha Groups sermar
maragsmert pepulohion whick s dsfirad as all
female colleagues with ob levael 14 and above
Strategic focus

Dehvenrg amore equal inclusive ard diverse
warkplacs, ard supportirdg HE Treasury's Wormers in
finorce Charter to IMprove gerder diversity ir seriar
postiors withir tie financial serwices sactar
Comment

Trroughout 2022 we have cortnued to drve actions
to support delivenrg a better garder balar ce ir
Seron lzoderstip ord the oehisvernert of our 404
target by Dacermber 2024

Adjusted bqéic EPS —

continuing eperations (p) R
575
~ 387p
"9 Performance

Definitien

Ad usted PBI for cortiruirg operatiors dwided by
theweighted aserage rumber of shares in issue
Strategic focus

Lemarstrates value geraratad par sharerolder

1, volame groatt lad to Pigrer imparmert charges

yaar-cr-y e ardtre cortirved irvestmert ir the Group s 1T, Operatiors ord Chargs & Trarstarmatior agerda e Hatad costs refatice to 2021

Adjusted ROE =

continuing operations (%) R
256
. [e)
o 171.1%
Performance
46
20 b2
Definition
2

prafit o
opErater g
15 5rved oft
r st of defa
Erorcali
Strategic focus

Faturrs or 2qu ty ger srated sko s Poy of
the Graupd deh e g yalus fories skarst ol

rurnEr iy 1et of dafar

Tt e adustsd FOLredusad
theracu~ad profratit,

22reflzctrg
- ear

24

Cost:income ratio -
continuing operations (%)
sag S%F

59.9%

Performance

20
Definition

A usted ar
afarr

IFg COSISas o
farcortrucg o

cyofths costbuse i de'isangratum s
Comment

Thecosttoi e
mag eall, i Ty 23 vars),
resagirr

e ratie s msperted ro e due

s P22 ircludirg tr e

- stmertic & e Sroup s
orurus 1o rsduss
Jetfromitt e erdcf 2024
r&fits moral
p")grgrrﬂ'é

rfs our Cirma 4% 10
rds as tr e Groug be
effimizrcies o arenultof fsirars
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Customer receivables -
continuing operations (£bn)

" £1.9bn

Performance

17 17

20 il 22
Definition
Amourts re
aotrebolarces
TEETGLOr S repre
ITpanry
wtr RS g

from custo

o735 Tepl
fortte Grospac
TP g Orons re Te
£ calou'a

Strategic focus
Armaurtsrecs
ard gtk enitzms
Comment

Paatr 1+ Q0
refie,tr ooy th s Lr
customers dorr gt S peErod - d are.
strok of prosisior 3 F el




2 Growth and Sustainability

Dividend per share (p)

153
’ 15.3
3p
Performance
S TR

Befinition

Dwiderds declared ir the penod

Strategic focus

Disderd returns provided to our sharerolders
from tre value generated by the Group. Sub act o
rmarket conditiors the Group s dividerd policy is to
pay out opproximately 40% of its ad usted sarrings
to sharehaolders

Comment

The Group's totol dividend of 1o 3p per share
reprasents growth of 275% year-on-year reflectirg
tre strarg busiress performarce ord the Boord's
carfideraea ir tha putlock for the Group ard its
capital strength

CETI ratio (%) R

342

" 26.4%

Performance

20 2
Definition
The ratio of the Group's Commaer Equity Tior 1{CETT)

1o tha Group's nsk-weighted assets measurad in
accordarce with tre Copital Reguiremerts Ratio (ZRRY

Strategic focus
Demorstrotes the Group's ability to witrstard
firarcial distress
Comment
CETNlrotiohos d
schedulad ury

srensed ir the year reflectirg the

nd of the IFRS transtioral relel ard ar
IPCTegss In nsk-waighted exposures {pnmarnly amourts
recevable from custamers) partly offset by the
underlyirg protit excluding discortrued operatiors

Funding headroom {Em)

2902

£144.9m

Performance

1437 1449

20

pefinition

avanlable cask reserves ord furding or committed
facilities to furd the roc-bank group businassss
Strategic focus

Demarstratss hquidity immeadiately ovailabla to fund
tre nor-bank group

Camment

turdirg beadroom has decreased due to utiisation
of cash surpluses at the start of the yaar following
theissuarce of £200m of Tier 2 debt capital m 2021
turthermore, Vangqas Bark Limited has sigriticant
levels of iquidity ard followirg the approyal of the
Core UK Group waiver ir Novembar 2022 cor row
fund otr-er parts of the Group

Total capital ratio (%)

408

342 378
37.5%
. ]
Performance
BT g
Definition

Tre ratio of the Group's total regulatory capitcl
(own furds) to the Group's rsk-waighted assets
measured in accordarce with the CRR

Strategic focus

Demonstrates th e Group's akiilty ta withstard
firancal distress ard the abulity to focilitate futurs
arowthar nsk-weighted assets

Comment

Tatal capital ratio decreased (o the year reflectneg
tre scheduled urwind of the IFRE trarsicnal
relief ard arircreass ie risk weighted exposures
(primanly amourts recevable from oustarnsrs),
partly cffset by the urderlying profit excludirg
chscantinusd operations

3 Customer and Community

Customer satisfaction

46 47 46
Creditcards

4.6

csetscore (out of 5)

20

Definition

PN
&}

44 43
Vehicle finance

4.3

Feefo rating {out of 5)

Tharate ab which surveyed custarnars wee sansfad (or nuone thar sotisfied] vtk the servisa tho, baes

beon provided

Strategic focus

Cern~estrates tow bappy cur custormers arn
comment

with the narvice they ars recedirg

Customers porhcipatrgie e custamer surveys bove cortirusd to damorstrats the, ars satisfied witke

the saryice beirg provided
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Key

Certain alternative
performance measuras
(APMs) have been used
in this report

See pages 228 to 234 for
an explanation of their
relevance, definition and
method of calculation

R Links to remuneration

Read more on pages 119to 15!

Adjusted RORE ~
cantinuing operations (=)

323
“ 22.2%
8.0 Performance
D SR RERIEIRG

Definition

Adusted Returr or Requered Equity (RORE) g definad
a3 adusted prafit ofter tax for corunuirg operations
divided by the Growp s monthiy averags FRA regulatory
capital requirsmert micludirg PRA butfers for

the pericd

Strategic focus

Demonstrates Fow well the Group's returrs are
reirvested ard s ar iedcatar of its growth poteetiol
Comment

e adusted RORE reduced ir £ 22 reflecting
thereduced profifabitity y=ar-or-yeor

Community investment (£m}

12 14 L4

£1.4m

20 21

Definition

The cosh cost of cortnbutions pisyvides ta commurn ity
projects of chores

Strategic focus

Ievestrrants i the commurilies we Serve e i rove
our custarners’ lives

Comment

Ita Group Pas maintaresd the armourt that is
irvestedhir the cormmuritiss it serves at 2021 1evels

25
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Credit Card Division

Credit cards

The Group's credit card business, Vanquis
Bank, has been operating since 2003 and

has been the largest part of the Group, on

a receivables basis, since 2013. It is a leading
specialist lender in the large and established
credit card market and has a strong capital
and liquidity position. It offers a range of credit
card products as well as personal loans.

Fiona Anderson
Managing Director - Cards

Ma

Ma

Mo

26

rket characteristics

The credit card market is large and established. It reduced
n 2020, driven by lower consumer spending during
Covid-18. but rebounded strongly since then.

Competition in the market remains stable with key
competiters including Capital One, NewDay own-brand
cards and the Barclayeard Forward card.

There have been a few new entrants in recent years
(Zopa and Level), although these praviders are yet
to reach significant scale.

Vanquis Bank is the only specialist bank, covering
the broadest range of risk categories in the market,

rket appeal

Credit cards have high cultural adoption and acceptance
in the UK, meaning a substantial and established
domestic market.

There is gn ongoing customer relationship as credit cards
have everyday utility as a means of transacting.

Credit cards are growing in impeortance 0s g means
of transacting given the additional protections credit
cards provide to consumers (through section 75

of the Consumer Credit Act).

de)
Credit card praoviders typically offer low initial limits
and grow these responsibly through credit line increases

Consumers are predominantly acguired oniine, with
affiiates (e.g. ClearScore, Totally Money, et¢) becoming
increasingly used by consumers who want guaranteed
acceptance before applying. Mobile apps have become
the principal way to monage an account.

New advancements in credit cards include the increasing
use of open banking to assess affordability ond digitalf
virtual cards.

Number of active

credit card consumers 8.03m B13mn
in our target

addressable market*

9.0%

Vanquis share Vanquis
share
5% 90%
Dec Dec
21 22

= interngl analys's of our target
addreszable market basad
on TransiUnion data.
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Credit cards - financial performance

Credit card receivables grew by 11% year-on-year driven

by new customer acquisition and spend

The Group's credit card business reported adjusted PBI
for the year of £178.56m (2021, £173.9m) which was o result

of good loan book growth, benign impairment trends
and cost reductions year-on-year.

New customer bookings for the period were 225k (2021:199%)
reflecting an increased emphasis on customer acgquisition
initiatives and above the line marketing efforts. The totat
number of custemers at the end of December stood at

1.54m (2021: 1.54m).

At the end of December, spend on a per average
active custormner basis was approximately 6% higher
year-on-yaar. When combined with higher customer

bookings, and payments per active customer remaining
stable, this resulted In receivables growth of approximately

1% to £1,182m (2021 £1,083m).

The cnnuatised cost of risk at the end of December was
13% (2021 0.3%) reflecting lower average gross receivables

year-on-year driven by growth in receivables being
weighted towards Q4'22. As a result, the risk-adjusted
margin was broadly flat at 26 8% (2021 25.0%).

66

| first took out a Vanquis credit card

for debt consolidation. | wasn't too
great with my finances ot Uni, as |
just used to spend anything | had.
But things change. My credit rating
has improved a lot and now | just
use my Vanquis card for everyday
items, things we need for our little

girk. Things like clothes, toys and the

bigger purchases. Sometimes the
odd treat for myself too because
| know full well | can pay it off

and in a sensible time frame.

Ollie
Teacher

During 2023, the credit card business will continue to

focus on its strategic ambitions which include growing its
custormer numbers and balances in a sustainable way

and providing an enhanced digital experience.

Shortly after the period end, Vonguizs Bank won 'Best

Renefits or loyalty Scheme’ and 'Best Customer Service’

at the Card and Payment Awards and it also won the
‘Changing Lives in the Community Award”.

Credit card KPIs

23.8% 25.0%

21 0.3% 13%
22

Asset yield Cost of risk

Vanguis Banking Group plc Annual Report and Financial Statements 2022
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Credit Card Division continued

Credit cards — financial performance continued

The Group’s credit card business is a leading specialist lender
in the large and established credit card market with strong
capitai and liquidity positions. For FY'22, the business reported
adjusted profit before tax of £178.5m (2021 £173.9m) and
receivables at the end of the periocd of approximatesly £1182m
(2021 £1,063m). Shortly after the period end, vanquis Bank
won ‘Best Benefits or Loyalty Scheme’ and ‘Best Customer
Service' at the Card and Payrment Awards and it also won the
‘Changing Lives in the Community Award”,

New customer bookings for the year were 225k, up from 189k

in 2021, as o result of new customer acquisition initiatives
including a broader range of price points and improved
Balance Transfer offerings. Credit card customer numbers
were broadly flat at 1,541k as of December (2021 1,641K) versus
a decline the year before Active customer numbers, defined
as customers with activity on their card in the last month, were
1,221k (2021:1,266k).

During 2022, credit line increases amounting to approximately
£318m (2021 £170m) were issued to customers as part of
Management's strategy to rebuild the loan book on a

prudent basis whilst supporting customers’ additional credit
requirements. At the end of December, the average utilisation
rate was approximately 48%, which remains betow levels seen
pre-Covid-19. The business has lounched several initiatives
already designed to improve the utilisation rate including the
launch of Android Wallet during H2'22. Receivables ended the
pericd at £1182m (2021 £1,083m), representing growth of 1%
year-on-year.

The credit card business generated interest income of
£333.2m during the year, versus £328.8min 2021 There was an
improvement in the assat yield to 25.0% (2021: 23.8%), which
reflects the combination of higher interest income and lower
average balances year-on-year.

Funding costs decreased to £22 Am during the year, versus
£24 9m in 2021, reflecting lower retail deposit batances held
year-on-year, as the amount of deposits held was normalised
post-Covid-18. Net fee and commission income reduced

in FY'22 to £44.2m (2021 £57.4m) reflecting the cessation

of the ROP product.

The impairmant charge for FY'22 was £16.8m (2021: £3.7m), an
increase reflecting the growth of the loan book year-on-year,
which equated to an annualised cost of risk of 1.3% (2021: 0 3%).
The higher impairment charge offset the higher asset yield to
produce arisk-adjusted margin which was flat year-on-year
at 25.8% (2021: 26.0%).

Costs decreased to £164.8m during the year versus £184.1m
in 2021 reflecting fower salary costs, an improved profile
with some supplier arrangements and some centralisation
of functional costs.

The credit card business grew its loan book by 1% during 2022,
the highest level of growth since 2017, and it has maintained
its strong capital and liquidity positions. It remains focused on
enhancing its customer and digital propositions, including a
new Vanquis mobile app, and improving its range of services
for customers. During 2023, the credit card business will
continue to focus on its strategic ambitions which include
growing its customer numbers and balances in @ sustoinable
way and providing an enhanced digital experience.

12 menths ended 31 December

2022 2021

_____________ . €m __ E€m  Change
Total custormer numbers (000) 1541 1,541 —%
Active customer numbers 000) 1,221 1266 (36%)
Period-end receivables 1182 1083 N.2%
Average gross recelvables' 1,332 1379 (3.4%)
Interest income 333.2 3288 1.3%
Interest expense (22.4) {24.9) (10.0%)
Net interest income 310.8 30389 23%
Net fee and 44.2 57.4 (23.0%)
commission income

Other income 5.1 04 1175 0%
Total income 360.1 3617 (0.4%)
Impairment charges {16.8) 3.7 3541%
Risk-adjusted income 343.3 3580 (41%)
Operating costs (164.8) (184.1) (105%)
Adjusted profit before tax? 178.5 1738 286%
Annualised asset yield? 25.0% 23.8% 12%
Annualised cost of risk? (1.3%) {0.3%) (1.0%)
Annualised return on equity® 32.1% 427% (106%)

1 Colculated as the average of month end gross receivables for the
13 rmonths ended 31 December.

2 Adjusted profit before tax s stated before £0 2m of exceptional rndundancy
costsIn 2022 and exceptional redundancy costs ot £10m in 2021

3 Interestincoma as a percentage of average gross recsivables for
the 13 months ended 21 December

4 Impairment chargas as a percentage of average gross recovatlios

for tne 12 months ended 31 Decernber

adjusted profit after sax as a percentage of average cguity for

the 12 months ended 31 December.

m

Certain alternative performance measures (APMs} have been used
in this report. See poges 229 to 234 for an explanation of relevance
as well as their definition,
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66

Vanquis have been great. It
was g really easy process to
follow to get the card, a decent
interest rate for me and I've
never had any issues.

Ollie
Teacher

Customer case study

Ollie’s story

I'm Ollie, I'm a teacher and | live just outside Leeds
with my partner and our 8-month-old daughter.

We've recently moved to a new build with three
bedrooms, a lovely garden for our little girl to grow
upin, and it's not far from both our schools.

My wife's a teacher too at the same school, so we
didn't move far, just far enough to tind a bigger
house for our new family.

I first took out a Vanquis credit card for debt
censolidation. | wasn't too great with my finances at
Uni, as | just used to spend anything | had. But things
change. My credit rating has improved a Iot and now
| just use my Vanguis card for everyday items, things
we neead for our little girl. Things like clothes, toys and

the bigger purchases. Semetimes the odd treat for
myself too because | know full well | can pay it off
and in a sensible time frame.

Vanquis have been great. It was a really easy process
to fellow to get the card, a decent interest rate for

me and I've never had any issues. I'd recommend
them for sure.

Wateh Ollie’s full interview at
www.vanquisbankinggroup.com/
who-we-arefour-customers/
meet-olfie
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Vehicle Finance Division

Vehicle finance

The Group's vehicle finance business,
Moneybarn, was acquired by the Group in 2014.
It has since become a leading player in the
vehicle finance market in UK. In addition, the
expansion into the near-prime vehicle finance
market in 2021 provided further opportunities
for the business to support more consumers
excluded from mainstream lending.

David shrimpton
Managing Director — Vehicle finance

Market characteristics

Vehicle finance is ¢ secured product. Secured finance is a
well-established and culturally aecepted way to purchase
big ticket items, such as a car, with the opportunity for
further growth in used cor acquisition.

Custarners have an incentive to maintain their repayments
due 1o the utility of the vehicle (e.g. a car is needed to
get to work).

Market appeal

The vehicle finance market is large and growing.

Only 30% of used car sales are on finance, offering ottractive
growth prospects for lenders as finance penetration develops.

There are numerous providers that span over a range of risk
appetites (e.g. Advaniage, MoneyWay and Close Brothers).

Moneybarn has the biogdest coverage of APRs inthe
non-prime market and its expansion into near-prime
lending enables utilisation of existing capabilities to
SUPPOTt mMore consumers requiring access to finance
in order to purchase a vehicle.

Moneybarn's access to lower cost funding provides
a significant advantage aver a number of campetitors.

Model

30

Vehicle finance is typically on three to five-year secured
hire purchase contracts.

Consumers in this market are not accessing finance with
the monufacturer or with their bank and ore typically
acquired through intermediaries.

There are typically small levels of repeat loans
with the same lender.

The technology in this market is evolving from a manuat
process to increased digitisation and smoother customer
onbogarding {e.g. auto-affordability and ID verificotion).

Number of active vehicle
finance consumers in our 1.94m 189m
target addressable market*

5.0%

Moneybarn share

Moneybarn
share 4.8% 5.0%

Dec Dec
2 22

= Interng' analysis of our torget
addressonle markot based
on TrensUnion data.
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Vehicle finance - financial performance

Vehicle finance adjusted PBT grew significantly in Fy 22

driven by strong loan book growth and cost controls

- The Group's vehicle finance business delivered acdjusted
PET o1 Uhe period of £33 0m (7021 £28.0m) which
represents strong loan book growth year-on-year
and lower interest expense.

- Atthe end of December, there were 100k vehicle finance
custorners {2021: 93.9k) and receivables of £646m
(2021 £588m), representing growth of 10%. Growthin
customers and receivables year-on-year reflects the
strong positioning of the business and its ability to draw
upon the Group’s access to capital and funding.

- Creditissued during FY'22 was £342m, a significant
Increase year-on-year, reflecting new business volumes
fncreasing to 42k (2021: 37k} with vehicle pricing remaining
consistent year-on-year,

- The annualised cost of risk at the end of December
decreased to 6.2% (2021, 6.6%) driven by lower arrears
rales during the period reflecting the focus on attracting
lower credit risk customers since 2020 As a result, the
risk-adjusted margin improved to 11.8% (2021, 8.9%).

- During 2023, the vehicle finance business will focus on
growing its addressable market by introducing new
products and services for customers including new asset
classes and contract types.

The Group’s vehicle finance business is cne of the leading
suppliers cf vehicle finance to non-prime customers in the UK.
far the 12 months to the end of 31 December 2022, Moneybarn
generated adjusted profit before tax of £38.0m (2021 £28.9m)
and receivables at the period end were £6846m (2021: £586m),
representing growth of 10% year-on-year

Naw business volumes in FY'22 grew by 14% versus 2021 at 42k
(2021 37k) notwithstanding the challenging macroeconomic
backdrop. As aresult, the vehicle finance business ended the
year with 100k customers for the first time in its histary (202
93.9k). As @ result of its focus on higher-quality customers

on average, and the robust pricing envirenment seen in the
used-car market throughout 2022, the average loon size
increased to approximately £8k whilst maintaining average
loan to va'lues consistent with 2021, which drove total credit
issued to over £342m after unwinds (2021 £287m).

At the end of December, receivables stood at £646m
{2021: £586m), driven by the improvement in business volumes
year-on-year, particularly during the second half of the year.

Interast income during FY'22 increased to £140.6m (2021 £1379rm)
reflecting the growth in the loan book year-cn-year The
annualised asset yield increased year-on-year to 21.4% versus
20.5% in 2021, reflecting the fall in average gross receivables
year-on-year as aresult of the timing of new business
volumes being weighted to the second half of the year.

Interest costs decreased during the year to £22.1m from
£271m in 2021, reflecting a lower cost of funding received from
the Group during the period, including the intercompany

loan from Vanguis Bank. As a result, the net interest margin
improved at the end of December stood at 13 0% versus 15.5%
a year earler.

Interest expense

Net interest income

Total income n8s5 10.8 6.9%
Impairment charges

Risk-adjusted income 717 66.2 17.4%
Operating costs

12 months ended 31 Decemboer

2022 2021
£rm £m Change
Total customer numbers {(*000) 100.0 a39 6.5%
Paericd-end receivables 646.1 5862 10.2%
Average gross receivables' 656.6 6711 (22m)
Interest income 140.6 1379 20%

CONNNCONNUED

185 0.8 69%
(40.8) (448) (85%)

@D @) e

Adjusted profit before tax? 38.0 288 31.5%
Annuclised asset yield® 21.4% 20.5% 09%
Annuclised cost of risk? (8.2%) (8.6%) 0.4%
Annudlised return on assets® 3.6% 3.0% 0.6%

1 Calculated as the average of month end gross recoivablos

for the 13 months ended 31 December

2 Adjusted profir before tax is stated bofore £0.2m of exceptional redundancy

costs In 2022 and excepticnal Senior bond buy-back costs of £14m in 2021,

3 Interestincome as o percentage of average gross receivables for the

13 months cnded 3 December

4 IMpdirment charges as a parcentage of avarage gross recevatlias

for the 12 menths ended 31 December.

6 Adjusted profit after tux as ¢ percentage of average total osserts

far the 12 months cndad 31 December

Impairment fall year-on-year to £40.8m (2021: £44.6m) as a
result of the business’ focus on lower risk customers in recent

years coupled with a small amount of provision release. As a
consequence, the annuglised cost of risk decreased to 6.2%
from 6.6% in 2021 This resulted in the risk-adjusted margin

improving to 1.8% (2021 9.9%)

Costs increased during the course of the year to £39.7m

(2021 £37.3m), albeit by a much-reduced rate versus the
previous year, reflecting the significant increase in lending

valumes year-on-year and the additional service costs

assaciated with the higher volumes.

During 2023, the vehicle finance business will focus on growing
its addressable market by introducing new products and
services for customers including new asset classes and
contract types.

Certain citernative performance measures (APMs) have been
used in this report. See pages 229 to 234 for an explanation
of relevonce as well as their definition.

Vehicle finance KPIs

205% 21.4%

6.6% g0y

21
22

Assetyield Cost of risk

vanquis Banking Group plc Aprual Report and Financial Statements 2022 3]

uodas 21633015



Vehicle Finance Division continued

Customer case study

Lee’s story

66

Moneybarn were brilliant,

Very simple, great communication,
the documentation came through
quickly, just really efficient.

| can’'t fault them.

Lee
Customer service manager

I'm lee, I'm 51 and I'm a customer service manager outintotal. They were very thorough in their approach
for an IT software company warking in Manchester. to make sure everything was affordable for us.

I currently live in a 3-bedroorm semni with my wife, my
wo children and our rescue dogs that we adopted
last year.

luse my car every day for school runs, youth club,
various activities, Dad’s taxi if you like. There's always
something going on when you've got two kids!

Before | got my car finance from Moneybarn, 1 haod o what we want.
four-seat convertible Audi, then Govid-19 changed

everything and we moved to Manchester. My daughter

moved in, we odoptied Alfie, and then odopied two

dogs from overseas who had been cbandoned and

mistreated. We went from a family of two to a family

of six, very quickly, so we needed a bigger car.

In the past, | had some financial trouble, so our lenders
waere restricted when it came to us finding the right car
for us. Moneybarn were just brilliant from the off. They
put us at ease, they told us how much we’d be paying

32 Vonguis Banking Group plc Annual Report and Financial Statements 2022

Moneybarn were brilliant. Very simple, great
communication, the documentation came through
quickly, just really efficient. | can't fault thermn.

U's given us the ability as a family unit to be able to go
to places like camping at the weekend. We know at the '
drop of a hat we now have access to a vehicle to do

Watch Lee's full interview at
wwaw.vanquisbankinggroup.com/
who-we-aref/our-customers/
meet-lee



Personal Loans Division

Personal loans

The Group's personal loans business was

launched towards the end of 2021, 2022

therefore represents its first 12 months as

a standalone division. it offers personal
loans to new and existing Vanquis Banking
Group customers through affiliates
and intermediaries.

Hamish Paton
Managing Director - Personal loans

Ma

Ma

Mo

rket characteristics
The perscnal loans market is substantial and growing.

The business operates under the Vanquis Bank brand
on the open market through intermediaries and affiliates
such as ClearScore.

Providers operate at a range of price points
(circa 15 - 50% APR) enchbling consumers with a broad
range of risk profiles to access unsecured loans.

There have been a number of new near-prime entrants
(e.9. Lendable und Chetwood Financial) in recent years.

rket appeal
The nen-prime personal loans market is substantial in size
and growing.

Personal loans have high cultural adoption and
acceptance in the UK.

Offering personal ioans provides the opportunity to
leverage core skills in loans and allows Vanguis Banking
Group to meet more of its existing customer needs.

In addition, Vanquis Banking Group has strong dccess
to funding, low cost of funds and considerable capital
strength versus competitors in this market, providing an
opportunity for it to meet a greater level of the demand
in the market.

del
we offer personal loans over one tofive years across
a broad range of APRs.

Personal loans are typically taken to meet a specific
one-off need.

Customers are acquired increasingly through internet
affiliates, with customers then typically managing their
account through an online togin or mobile app.

Number of active personal

loan consumers in our target  4.36m 4.42m

addressable market*

0.8%

Vanquis share

vanquis
share
05% 0.8%
Dec Dec
21 22
Internal analysis of our 1argoet

addressable market based

on TransUnion data.
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Personal Loans Division continued

Personal loans - financial performance

Personal loans continued to grow in FY'22 with

receivables and customer growth of 172% and 73%

- 2022 was the first full year of operations for the persongi
loans business, following the successful launch of aninitial
pitot phase in H2'21,

- The Group's personal loans business delivered G loss
before tax of £15.7m for the peried (2021 loss before tax:
£8 7m) reflecting growth in the business year-on-year
and continued investment in the IT platform supporting
it, known as Gateway.

- Asof 31 December 2022, the business had 34k (2021 20k)
customers and total receivables of approximately £76m
(2021 £28m).

- The new IT infrastructure platform will continue to support
the personal loan product and is capable of housing
multiple products over time. It will provide customers with
a single, holistic view of all product offerings in future.

- During 2023, the personal loans business will focus on
continuing the migration of its loans offering onto the new
Gateway platform, exploring new partnership agreements
and assessing opportunities to evolve its pricing and
product proposition.

vanguis Bonking Group established a personal loans business
during 2021 to diversity its product offering to new and existing
customers. Its products are positioned within the mid-cost
credit segment of the market, and loans range from between
£ik-£5k over one to four years. Tha typical personal loan
customer will be similar in nature to existing credit card and
vehicle finance custorners with similar average credit scores.
The business grew both customer numbers and receivables
strongly during FY'22, refiecting the successful launch of the
business and its market position.

New business volumes during FY'22 were 27k, versus 12.8k in
2021, reflecting the business’ first 12 months as an open market
operator. As a result of these new customer boakings, the
businesses ended the year with 34.4k customers versus 12.9k
atthe end of 2021 At the end of December, receivables stoad
at £76.3m versus £28.1m at the end of 2021, driven by new
business volumes increasing significantly year-on-year.

The personal loans business generated interast income of
£13.1m during the year (2021 £7.2m) driven by higher average
receivables year-on-year as the business grew strongly
throughout the pericd The asset yield for the year was 25.7%
versus 281% in 2021, reflecting the growth in the loan book
during the period

The impairment charge for FY'22 increased to £8 5m, from
£2.1m in 202}, as the business begun 10 gain scale and
book new custormer loans. This equated to an annualised
cost of risk for the ysar of 16.7% (2021. 8.2%), which resulted
in the risk-adjusted margin falling to 6.7% versus 15.8%

for the prior year,

Interest costs for the year increased to £1.2m, versus £0.8m

in 2021, reflecting higher average balances being carried,
eguating to an interest margin of 2.4% versus 31% in 2021 Costs
increased during the course of the year to £19.1m (2021 £13.0m),
retlecting higher new business volumes and the ongoing
investrnent in the new IT INnfrastructure platform known

as Gateway.
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12 months ended 31 December

2022 2021
. ... Em Fm  Chenge
Total custorner nurmbers ((000) 34.4 129 72.9%
Period-end recelvables 76.3 281 171 5%
Average gross receivables’ 50.9 256 28.8%
Interest income 131 7.2 81.89%
Interest expense (12) (08) 50.0%
Net interest income 6.4 85.9%
Total incocme 1n.8 6.4 85.9%
Impairment charges {8.5) (21)  3048%
Risk-adjusted income 3.4 43 (20.9%)
Operating costs {19.1) (13.0) 46.9%
Loss before tax (15.7) 87) 80.5%
Annualised asset yield? 25.7% 281% (2.4%)
Annualised cost of risk? (18.7%) (8.2%) (8.5%)

| Caoiculoted as the average of month end gross receivaples

tar the 13 months ended 31 Docember

Interost income as a parcentage of average gross receivablos

tor the 13 months ended 31 December,

3 Impaoirment charges as o percentage of average gross recovables
for the 13 months ended 31 Decembor

S

During 2023, the personal loans business will focus on continuing
the migration of its loans oftering onto the new Gateway piatform,
exploring new partnership agreements and assessing
oppartunities to evolve its pricing and product proposition.

Certain alternative perfermance measures (aPMs) have been
used In this report. See paoges 229 to 234 for an explanation of
relevance as well gs their definition.

Personal loans KPls

28.%
257%

18.7%
8.2%

2
22

Asset yield Cost of risk
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66

| came to get a Vanquis loan
because my husband has got a
Vangquis credit card. So, we know
the brand, we know the company
and we needed a bit extra to
help us get some necessary
plastering done on the house.

Tracy
1CU nurse

Customer case study

Tracy'’s story

Hi, I'm Tracy, I'm 48 and I'm « full time ICU nurse
working in Glasgow. | love the work that | do, I've got
to be quite organised, know the ins and outs of all the
equipment and my patients’ needs. | just don't always
know whether I'll be helping someone with a post-op
recovery or helging with an unexpected traumae when
I get to work that day.

My main hobby is geing en holiday. Me and my
husband try to get away two to three times a year
if we can, but when I'm not planning holidays | like
to watch all sorts on Netflix.

| live with my husband in a private rental which
needs a bit of TLC at the moment. That's why I've
taken out a Vanguis loan, we needed some home
improvements doing.

lcame to get a Vangquis ioan because my husband
has got a Vanquis credit card. So, we know the brand,
we know the company and we needed a bit extra

to help us get some necessary plastering done on
the house. There was a little bit left over from us
having the wark done so we're putting that towards
a holiday in Morocco.

I like to repay my loans early, so I'll start overpaying
on that as soon as we get back from our holiday.

Varquis Banking Group plc Annual Report and Financial Statements 2022 3 5
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Sustainability

Creating better
everyday lives

66

Taken together, our Purpose, Mission and
Strategic Priorities bring clarity to why Vanquis
Banking Group exists, and the role we play in the
lives of our customers. They also underline our
commitment to responding to the needs of our
key stakeholders, and managing and reporting
our environmental, social and governance
{ESG) performance.

Malcolm Le May
Chief Executive Officer

At Vanquis Banking Group, cur Purpose, Mission and Strategic
Objectives underpin everything we do and decisions we take
as an organisation. They enable us to focus on the long-term
success of our business by ensuring that we;

- aperate our business of lending to our current and future
customers in a responsible manner by ensuring that we
provide them with the credit products and services that
meet their particular needs and deliver fair outcomes to
them throughout their journey with us; and

— adt responsibly and sustainably in all our stakeholder
relationships by creating a fair, inclusive and diverse
workplace, supporting our jocal communities, reducing
ourimpaoct on the environment and toking oction on
climate change, treating suppliers fairly, and engaging
with the Government and cur investors and regulators
on ESG-related matters.

36

Governance and management

ESG matters are an important part of the Group's overoll
strategy for which the Vanquis Banking Group plc Board is
responsible. As such, the Board receives reguior updates

on d range of ESG topics including community investment,
climate risk and diversity and inclusion, The Board is also
supported by the CCE Committee, which monitors the Group's
culture, stakeholders’ expectations and evolving corporate
governance requirements.

Read more on pages 100 to 102

The Executive Committee piays an important role in
supporting the management and reporting of ESG issues as it
reviews and approves programmes of activity and associated
budgets. The Group also has cross-functional working groups
in place which oversee the climate risk agenda and support
the delivery of the Group's Inclusion and Wellbeing Strategy.

The Group's sustainability strategy and the ESG programmes
that are delivered via it are aligned to the Paris Climate
Agreement and the UN Global Compact, and support

the delivery of the UN SDGs.
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No poverty

Vanquis Banking Group objective

By 2030, 10 contributa to ending poverty in all iLs forms averywhers, Dy ensuring
our customers have access to cost-effective ond appropriote products for theis
needs and supporting them thrangh fiooncial aifflculty

FY*22 highlights ond achievements

We primanly contribute to this Geaol by delivering on our Purpose of halping

to put peapie on a path to a better evaryday Ife and responsibly providing

our 17 million customers with credit cards and loans through our Vanquis
business and vehicle finance products through Monaeybarn We also support
the finoncial inclusion agenda through cur Foundation by providing grants to
charities and specialist partness to address 1ssues like customer vulnerobility
product accessibiity and finanaal difficulties In 2022 we also cantributed to
the achisvement of this SDG by working with longstanding partners incomemMax
to launch a new online platform which provides customers with digital access to
ong-to-ane, expert advice 1o help moamise theinmcomea We also continued to
fund the Money Charity to provicle information, advice and guidance to people
of all ages so that they develop money management skills and increase ther
financial wellbaing in 2022, this enabled the chanty to deliver: 209 hours worth
of financial education workshops 1o 4,848 young people, and 78 hours’ worth

of finoncial wellbeing waorkshops to 854 adults In providing this much needed
suppert, the Money Chanty priontises supporting the most disadvantaged
students and hard ta reach groups. In 2022, 83% of participants caome fram
disadvantaged groups

Gender equality

Vanquis Banking Group abjective
By 2024, to have 40% female representation in the Group's senior
management poputahion.

FY'22 highlights and achievements

The Group's senior management population currently has 33% (2021 27%)
fermale representation The key actions we undertook throughout 2027 to
supportthis D3 include ensuring gender balonced shorthsts when recruiting
forall semor leadership roles across Vanguis Banking Group; hasting events
to challenge and change behaviourfimindsets around, equality, dveraity
andinclusion Ihis hasincluded delivering ‘Menopause in the Workplace'
sessions, helping colleagues benetit from increased menopause awareness,
guidance and suppaost, continuing to adopt hybrid working models and
enacing colleagues o work with greater flexinility. ensuring they hove the
support they need YWe have also continued o support a Gender Affinity
Graup os part of our Compony-wide Inclusion Community

Through our Foundation, we also suppart projects which aim to empower
women and gurls For exarmyple, in 2022, through our partnarship with tha London
Cornmunity Foundation we provided funding to the female-led charity, Believe,
which will enable it to deliver a leadership programme 1o disadvantaged

young vomen in Lewisham, South Llondon, so that they mprove their social and
BGONOMIC OuUtcomes, whilst taking conteol of therr lives. In addrtion, through our
partnership with the Hompshire and Isle of wight Community Foundation, we
are funding the Avenue Centre In Southamptan to deliver a pragramme that will
support socially depoved young mums to overcome a range of challenges from
daomestc and fimancial abuse ta asylum and meantal health issues,

Reduced inequalities

Vonquis Banking Group objective

By 2030, 10 contiibute to reducing ineguality by bulding cur capubilities to better
identify, support and empower our stakeholders who may face inequality and
exclusion whether it 1s because of ther agefsexigender dentity/racafethmcityf
anginfdisatility/abiity/whers they hve or what thei economic status is

FY*2Z highlights and achievements

We support this Goal by providing funding to arange of projects through our
toundation which seek to reduce inegqualties For example,in 2022, we provided
funding to Horn Stars in Brent Morth West London, ta deliver its Youth Zone
praject, which s o taice weekly safe space for 91019 year-olds compnsing youtn
club sports activines and morthly tips reaching 100 young peaple experencing
deprivation We also supported the Free2B Allance a london-based community
organisaton. which supports LGB1Q+ young people and their parents by increasing
their wellbeing, resfence ond social connections and by recucing isolation and
improving family connections Our funding also supports the delvery of LGBIQ+
crmarenass ramng in schools and other orgamsalions to promote inclusnity

In terms of seeting to mamntain an inclusive and dverse workplace al Vonguis
Banking GSroup, we continue to do this via our Group-wide Inclusion Community,
which compises firve ahgned affinity Groups focused on Disability, LGB1Q+,
Gender Balance, ethnicity and Social Mobiity 1hese groups currentiy have

over 70 active and representative members as well as an extensive network of
Affinity Group allies, and help 1 coordinate waork across the Group to celebrate,
learn and incredse crrareness around an eatensive range of iInclusise and
diversity-related events

Quality education

Vanquis Banking Group cbhjective

By 2030, 1o coantribules to ensunng inclusive and equitabile guality education and
promaote Iifelong learning opportunities for all by pastnenng with prganesntioms
thar wir help o equip children and adults with assential sktlls and knowledge
that will allow them to excel In many different drections.

FY'22 highlights and achieverents

we continue to contribute to this SDG through the work we support with our
education partners Through our longstanding partnerships with Notional
Numeracy, the National Literacy Irust and Leading Children, we have supported
a number of programmes which aim to boost tne Iiteracy and numeracy
skills of children and young pecple We are also committed to ensunng that
childiren do not lose out on thetr education because of the current cost of
Iving challenges that many fomilies are dealing with This is why we setup
funds win School-Home Support and the Dixons Acadernies irust which have
supphed essential items of schaal unifarm to maore than 1003 studants across
Brodford, Liverpool, Manchester and Blackpaol in time for the start of the
autumin 2022 term

Decent work and economic growth

Vanquis Banking Group objective

8y 2030, lo contribule to promoting sustained, inclusive and sustainable
economic growth, full and productive employment and decent work for ali by
creating aopportunites for all generatrons and protect ng and pramaoting labour
rights in both our business and supply chaing

FY'22 highlights ond achievemenits

We continue to suppatt this Goal which s algned with our Purpose, by funding
the delivery of activities and initiatives Inthe communities we serve via our
Foundation In 2022, this involved providing funcing to Bradford Community
Broadsasting (BCE) to engage with end suppart children and young people to
ncrease ther oracy and digital skills, confidence and self-esteem, andwiden
their Ife chances, aspiations and educational cutcomes through beceming
radio broadcasters and producers for the broadcasts on BCB Radio We qiso
provided funding to the Portsmouth Soil Iraining Trust, which s close Lo where
ourvehicle inance business 1s based, 1o deliver maritime industry baning and
skills development for disodvantaged young people rom its local community
Finally we contrnued to support and participate in the Socigl Mobility Business
Partnership which delwvers a programme that aims to remaove barners,
develop skills and provide experiences to sixth form and ceollege students from
disodvantaged backgrounds so that they can pursue careers in the legal and
professianal services sectors, In 2022, the overall programme supported mare
than 50016 to 18 year-old students, with Varquis Banking Group hosting 11
students from schools ond colleges next to its Bradford head office

Climate action

Vanquis Bunking Group target

To achieve net zero carban cioxide emissions by 2040 target, support the
UK's transition to a net zero econormy and take urgent action ta tackle climate
change and its impacts.

FY*22 highlights and achievements

Dunng 2022, we have continuaed 1o reduce ourimpact on tne environment

by improving the enargy and resource efficiency of our aperations and
understonding and reparting the actual and potentialhimpacts of climate-relotad
nsks and opportunities on the Group We have alsoe taken a number of important
steps tnat support our net zero target These mciude acceunting for allthe
scope 3 GHG emissions that are matenal to our business actraties 5o that we
can repart guourately, working towards setting accurate science-based targets
1o support the delivery of our overal! net zero by 2041 target, publisting a second
repoitwhich meets the [CFD recommendatons and evoving our appiooch

to carbon offsetting so that we achieve corbon reduction from the planting/
preservation of natural habitats

Visit: vanguisbonkinggroup.com

View: Sustainability Report at
www.vanguisbankinggroup.com/f
sustainability/ sustainability - repart-2022
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Sustainability continued

Measuring and reporting

our ESG performance

we have developed a range of non-financial measures to assess, manage and report the
embedding of our Purpose, Mission and Strategic Priorities as well as our performance against

our ongoing ESG objectives and targets.

Regular progress reports and updates are provided to the Group Executive Cormnmittee, Board and CCE Committee, These
measures also support us to Meset non-financial reporting requirements undear sections 414CA and 414CE of the Companies
Act 2006 {see poges 52 and 53) and inform the remuneration of the executive directors, which is, in part, linked to our progress

towards the Group’s £S5 objectives and targets.

Mare details of this are set out in the Directors’ Remuneration Report (DRR) on pages 127 to 151

Objective

Measure

Performance in 2022

Customer outcomeas are
positive and consistent with
our Purposes, Misslon, Strategic
Prioritics ond culture.

Customers

Our colleagues are engaged
with and supportive af the
Group's Purpose, Mission,
Strategic Prioritios and culture

Colleagues

Positively impact the lives of
the people in the cemmunities
we serve, particularly children
and young people, by providing

Communities

them with nccess to education,

social and firancial inzlusion,
money advice and cconomic
development opportunities,

Continue action tg reduce our
impacts onthe environrrent,
particularly in relation to
chrnate charge.

The environment

Levels of customaor
satisfaction.

Nurnberfpercontage
of customer complaints,

Colieague engogaement
scarg as measured by annuat

colleague engaogomeant survey.

Better Everydaoy Index score
which relates te the Group's
culture and the way we treat
customers and colleagues.

The amount invested per
yoear to suUpport community
programmes, money advice
programmes and socia)
mzecrch, including the
number of grants distnbuted
to grass roots community
organisations

Absolute scope |
and 2 greerhaoJdse gos
(GHG) ermissiors

Credit card: 4.6/5 (2021 4.7/8).
vehicle finance: 4.3/5 (2021: 4.4{5).

Total number of complaints: 29,188 1
(2021: 66,516).

Number of complaints referred to the FOS
3,164 (2021:13,313). :

Number of FOS complaints upheld in
the customer's favour: 835 (2021: 8,581)1

Over colleague engagement score: 88%
(2021 69%).

Better Everyday Index score: 0% (2021 63%).

£l.4minvested to support community
programmaes, money advice programmaes
and social research {2021: £1.4m).

{014 hours velunteered by colleagues during
work hours (2021: 426),

Scope 1 and 2 emigsions: 1,017 tonnes
of CO,e (20211239 tonnes of COe).
a reduction of 18%.

Total scope 1 and 2 (and associated scope 3)
emissions: 1,348 tonnes of COe (202v 1648
tonnes of CO,e). areduction ot 18%.

The progress of our
work in meating thoe
reccaommendations
of the TCFD.

We have continued to reportin line with

the recommendations of the TCFD. Refer to
pages 40 te 49 for more information. We will
also, by Q2'23, set science-based targets thot
will focus on reducing our scope land 2 GHG
emissions and engaging with our top supplfers
by spend to reduce their own GHG emissions.

For further details on our £SG activities and pragress against 2022 targets, refer to our 2022 Sustainability Report

and corporate webasite.
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Supporting and engaging

our colleagues

At Vanquis Banking Group, we care about pecple and
recognise the importance of investing in the culture and
experience for our 2,005 colleggues. By creating, supporting
and sustaining engaged and motivated teams, we will

be in the best position to deliver on our Purpose, Mission
and strategic Priorities which will not only ensure that we
continue to deliver positive outcomes for our customers,
but also support our colleagues throughout their career
jeurneys with us.

We know thal our people perform at their best when they are
part of a culture that is encouraging, supportive and inclusive.
By embedding our Purpose, Mission and Strategic Priorities
dcross the Group and engaging our colleagues in meaningful
waQys, our aim is to create a great place to work and to

inspire all our colleagues to contribute to the sustainability

of vanquis Banking Group.

Be Yourself — Our Inclusion and Diversity Programme
At Vanquis Banking Group, our ambition is to build and sustain
an inclusive culture which cefebrates and values differences,
and ensures that all colleagues can be thamselves, have a
voice and can reach their full potential. We know that when we
have this culture, and our werkforce is diverse, it ensures that
our colleagues are more engaged, motivated and committed
to better deliver for the diverse customer base we serve.

To support us in meeting cur ambition, our Pecple Function
works across the Group to provide our colleagues with access
to training and development opportunities so that they can
develop the skills they need and promote a healthy and safe
working environment where they can be themselves and

feel engaged.

Inclusion and diversity data as at 31 December 2022*
- 18% (2021: 20%) of colleagues informed us that they had
o disability or long-term health condition

- 7% (2021 19%) of colleogues informed us that come from
a Black, Asian, ather White or Minority Ethnic background

- 6% (2021 7%) of colleagues infarmed us that they were part
of the LGBTG+ community

- 17% (2021:17%) of colleagues were eligible for free school
meals when growing up

* This data s based on collcaguas' voluntary self-declaration via our
MNovembar 2022 colleague engagement survey which accounts for 794
of the Vanauis Banking Group workforce

Gender diversity at Vanquis Banking Group
An impertant areo of focus for our Inclusion and Diversity

Programme is on improving gender diversity. Throughout 2022,

we have continued to drive action to support cur business to
achieve a better gender balance in our senior management
population and, indoing so, ensure that we meet our Women
in Finance Charter 40% by Decernber 2024 target.

As of December 2022, the representotion of women and men
Inthe Group's workplace is as follows:

No of # of No of % of
o Toﬁtoji WOMen  women men men
Board 9 4 44% 5 56%
Executive
Committee n 4 36% 7 64%
Senior managemeant
population 122 40 33% 82 67%
All workforce 2,005 1,003 50% 1,002 50%
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Sustainability continued

Be Open - Listening to our colleagues

Engaging with, and gathering feeaback from, our colleagues
is key o nurturing and growing a people centric culture,

and ensuring that we have policies (see the Non-Financial
infermation Statement on pages 52 and 63}, processes and
initiatives in place to help them thrive. We continug to carry
out an annual colleague survay to find out what colleagues
think and feel about working for Vanquis Banking Groug.

The most recent survey was undertaken in Novermber 2022
and had a response rate of 76% (2021 71%). Scares for averall
colleague engagement and in relation to our Better tveryday
Life index {this is abaut the Group's culture and the way we
treat customers and collsagues), which have helid steady
despite ¢ challenging o year of change ond transformation,
are set out below:

- our overall colleague engagement score in 2022: 68%
{(2021:69%); and

—~  our Better fveryday Index score in 2022: 60% (2021 61%).

Our Colleague Forum

we also have in place a Collsague Forum which is made up
of 42 elected representatives who are drawn from across qll
areas of our business and ensure that the voice of colleagues
is factored into decision making processes and fed back to
the Board through our Designated Non-Executive Colleague
Champion (see page 88 for more information).

Taking action on

climate change

We recognise that the growth and sustdinability
of our business depends on the resilience of our
operations, supply chains, and the communities
where our customers and colieagues live ond work.

This means that it is essential we minimise cur environmental
impoacts and work with othars to take action on the globally
irnportant issue of climate change. This means embracing
the Paris Agreemant and keeping global warming to no more
than 15°C above the tarperature set before the beginning of
the Industrial Revolution. This requires the Group to transition
to a low carbon econcry and contribute to building a
resilient future, and craating new businesses and jobs.

Cur comrnitment to do this is underpinned by our ambition
to achieve net-zero carbon dioxide emissions by 2040,

AS we progress towards our 2040 target, we will continue to
identify, anafyse and report material climate change-related
risks and opportunitios and their financial irmpact on the
Group, in ling with the TCFD's four recommendations amd
eleven recommended disclosures

Reporting in line with the TCFD recommendations
We have continued to make progress in terms of reporting

in line with the TCFD's recommendations and enhanced our
discliosures since our Annual Report and Financia! Statements
2021.In publishing a climate-related financial report in our

40

Annual Report and Financial Statements 2022, the Group has
made a disciosure that is fully consistent with the following
TCFD recommendations and racommended disclosures:
governance (disclosures (o) and (), strategy {disclosures {a),
{b) and (<)), risk management (disclosures (a), (b) and (c)), ana
metrics and targets (disclosure (b)), we will be fully consistent
with metrics and torgets disclosures (a) and (c) following the
conclusion of the work we are currently undertaking to set
targets that will be approved by the $BTi. The work required to
ensure that the Group is fully consistent with these outstanding
recomrnended disclosures will be undertaken throughout 2023
in publishing a compliance statement which rmakes clear which
recommended disclosures we are fully consistent with, and
which we continue to wark towards, Vanguis Banking Group
complies with the FCA's Listing Rule 9 8.5R(8). We will ensure
that we continue to woTk towards applying cll the TCFD generqi
and suppiemental gudance to the approach we take to
understand’™ng, managing and reporting of climate-retlated
risks and oppartunities, os well as in publishing future

TCFD reports,

Recommendation 1: Governance and management

of climate-related risks and oppartunities

In this section, we set out how our Board, its committees

and senior management team assess, manage and repaort
climate-related risk and cpportunities, as well as maonitor and
provide rigoraus challenge to the Group's progress against the
goals and targets that have been set in relation to the climate
change agenda.
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Disclosure a): How the Board oversees climate-related
risks and opportunities

The Vanauis Banking Group ple Board has overall accountability
for the delivery of the Group's strategy and reviews sustainability
perfarmance and ESG considerations, including matters which
relate to the climate change agenda, The Board receives two
updates on the £SG agenda per year in the form of papers
that are submitied and discussed by Board members. During
2021, these included updates in relation to the Group’s net
rero ambitions and the strategy thatis in place to manage
climate-related risks and opportunities. This enabled the
Board to review and censider an analysis of the scope 3 GHG
emissions that are material to cur business activities. This, in
turn, resulted in the Board having an input into which category
of scope 3 GHG emissions should be considered by the Group
when setling the science-based carbon reduction targets
that will be set and approved by the SBTi later in Q2°23. In 2022,
the Boaord also discussed and considered the metrics and
associated thresholds that will be used to support the appetite
staternent that has been defined for climate risk, which is one
of 13 principal risks within the Group's Risk Management
Framework (go to pages 54 to 85 for more information).

The Board delegates responsibility for the oversight of the
management of a number of ESG-related matters to its

CCE Committee and Audit Committee. The Board's CCE
Committee supports the Board in providing oversight of the
Group's approach to managing and reporting its impact on
the environment, which inciudes considering climate-related
impacts on strategy, major plans of action, and business
plans as well as setting the organisation’s performance
objectives, monitoring implementation and performance. The
process in place that enables the CCE Commitiee 1o oversee
the climate-related risk agenda and its opplication to the
Group and its stakeholders, involves submitting papers to its
rmembers for discussion and approval. The CCE Committee
is provided with two updates on climate-related issues

per annum. During 2022, the two updates provided to this
Committee enabled its members to oversee the Group's
ongeing compliance with the FCA's Listing Rule to ensure

that its report was consistent with the recommendations of
the TCFD, monitor the progress being made in developing
the SBTi-approved carkon reduction targets that will be set
for the Group, and assess the climate-related metrics that
are included in the remuneration scorecard for executive
directors (mcre details of this are set out in the DRR on pages
127 to 151). Finally, the Board's Audit Committee, which provides
oversight cf, and approves, the non-financial performancs
information that is included in the Group's Annual Report and
Financial Statements, receives o paper on an annudl basis
which enables its members to review and approve the content
of the Group’'s TCFD reports, as well as the controls and
mitigating processes in place that support the management
of climate-reloted risks (see below).

Further information on our governance framework iz outlined
in the Governance Report on pages 68 to 16l and more

detail on the reles of the Board and its committees Is set out
in the matters reserved for the Board and its commitiees’
terms of reference, which are available in the corporate
governance section of our corporate website (go to
wwwyanguisbankinggroup.com for more information),

Disclosure 1b}: How management assesses and manages
climate-related risks and opportunities

vanguis Banking Group's CEO, with support fromn the Executive
Committee, continues to provide management oversight

of the progress being made by the Group in managing its
strategic ESG objectives, including those that relate to climate
change. This includes reviewing and updating asscciated

risk management policies, and setting and rmonitoring
climate-related performance cbjectives

The structures in place to manage climate-related matters
continued to be reviewed and updated during the year
reflecting the increasing importance of climate change

to the Group and its stakeholders.

Tha cross-functional Climate Risk Gommittee (CRC), which

is chaired by the Group's Chief Risk Officer, and includes
meimbers from the risk managetnent, operations, inance
and sustainability teams, provides guidance and diraction for
the assessment and managsment of climate change-related
risks and opportunities that are material to the Group and its
stakehoelders to support the Group’s ongoing compliance

in meeting the recommendations of the TCFD. During 2022,
the GRC supported the evolution of the Group's approach

to scenaric analysis, creation of metrics to accompany

the climate risk appetite statement, and development of a
methodology to calculate the Group's financed emissions
(scope 3, category 19) arising from the vehicle finance
business. The CRC is supported by the Group’s Enterprise
Risk Management processes which enables the business

to idsntify, assess and manage all risks, both existing and
emerging, that may impact cur stralegic objectives and
relevant stakeholders. They alsc assist the CRC in the process
of analysing the risks and opportunities that climate change
presents to the Group's operations and stakeholders. The CRC
reports to the Executive Committee on the Group’s response
to the issue of climate change biannually, and its work is
reviewed by the Board and its committeses through the
updates that are provided to its members.

Progress against the mitigating activities and controls in place
which relate to climate risk was subject to independent and
cbjective review by the Group Internal Audit function In Fy'22
and will continue to be reviewed throughout FY'23.

Recommendation 2: The actual and potential impacts

of climate-related risks and opportunities on the
organisation’s businesses, strategy and financial planning
Our strategy is Lo ensure that the management of
climate-related risks and opportunities is anintegrol part

of our overall business strategy and the decision making
processes that relate to areas such as operational resilience,
custorner service, and supply chain management. Our net
zero by 2040 ambiticn is underpinnad by an cutling transition
plan which sets out how we will recuce our GHG emissions
(see page 45 for more information).

In this section, we therefore focus on describing our key
climate-related risks and opportunities, and our assessment
of their potential to impact our business, as well as the
resilience of our strategy and stakehalders to such impacts.
This assessrment has been undertaken using scenaric
analysis. Thig involves: identifying physical and transition

risk scenarios; linking the impacts of the scenarios to
financial risks; ossessing any sensitivities to those risks; and
extrapolating the impacts of those sensitivities to calculate
an aggregate measure of exposure ond potential losses.
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sustainability continued

Reporting in line with the TCFD recommendations continued

Recommendation 2: The actual and potential impacts of climate-related risks and opportunities on the organisation’s
businesses, strategy and financial planning continued

2a) The climate-related risks and opportunities in the Group's business, strategy and financial planning

Qur approdach to scenario analysis

Our scenario analysis takes account of both the transition and physical risk categories that are associated with climate change.

Transition risks Physicalrisks

These risks are driven by the combination of policy These are driven by gradual phiysical risks in the form
drivers and technological innovations. They aliow for of temperature effects on operations and productivity,
feedback loops such as tax revenue recycling as well as and by the increase in frequency and severity of extreme
interactions within and between sectors and regions weather events.

Our analysis makes use of the Graup's financial forecasts, operational footprint, customer data, supply chain information and
environmental data, to create a representation of vanquis Banking Group. This infermation is combined with industry reference
scenarios on climate-relcated emission pathways (Representatfve Concéntration Pathways {RCPs)}, including assessments by the
Intergovernmental Panel on Climate Change and International Energy Agency, to consider the potential impact of physical and
transition risks on the Group. These pathways represent ¢ broad range of climate outcomes and are naither forecasts nor policy
recommeandations. In our scenario analysis, we have adoptead the following identified scenarios:

Average temperature rise relative

to pre~industrial ievels by 2100 Scenario description

Scenario 1 — Early where action is taken to limit the global temperature ta below 1.5°C in an orderly

Action {RCP1.9) manner. In this scenario, It is anticipated that there will be strict product and regulatery
standards, high carban pricing and strategic investment in low carbon technologies.
There is also likely to be a high level of consumer buy-in.

Scenaric 2 — Late Where pragress towdrds d low carbon economy is partial, leading to a global

action (RCP4.5)} temperature increase of between 2°C and 4°C. It also assumes that physical risks will
increase, with an intensification of natural disasters associated with, for example, rising
sea levels and more frequent abnormal weather events.

Scendario 3 — No Additional  Where there are no actions taken to tackle the climatse change
action (RCPB.5)

Qver the course of 2022, our scenario analysis methodology has evolved to use quantitative information which has enhanced
our assessment of the potential financial impacts of climate change on Vanquis Banking Group, and is supporting us to make
improvemnents to our disclosures. We have also redefined our time horizons gs follows:

Time horizons Description

shortterm {S) (0-5 years) This time horizon accounts for the financial and operational planning we use,
as well as the goal date {or the science-based target(s) we will setin 2023,

Medium term (M) (5-15 years) This time horizon takes account of whether the transition t net zerc is progressing
or failing, and whether exposure to any physical risks is being adequately priced-in.

Long term {L) (15-20 years) This time horizon takes into account our net zero by 2040 targat and endables
the effects of physical risks t¢ assets and liabilities to be reflected.

The detoiled scenario analysis is based on o time horizon which has a short-term outlook of five years. This enables us to

use resultant findings to influence the decision making process regarding our strategy, revenues ond costs. We generally
apply o three-yeor time horizon to our financial ond operotichal planning, os we would expect mast of cur current business
development projects to be completed in a three~year period, This time périod has been extended to five years using a growth
ossumption, so that it con, in additicn to taking into account our financiol and operational planning, olign more closely with
our strategic plans. Beyond five years, there is significant uncenainty around the impact of climate-related risks as much
depends on the speed ond effactiveness of the transition to a net-zero economy Despite this, cur scenornc onalysis does
include a high-level review of how we may be impacted by climate change in the medium and long term

In analysing the results of our scenario analysis, we have used a financial impact to represent the estimated loss to the Group's
revenues over the next five years assurming that no mitigating oction is taken. This impact has been rated in the following way:
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High Medium Low

Aloss impacting the profit and loss A loss impacting the profit and loss Aloss impacting the profit and loss
statement by more than 20% and/or statement by between 10% and 20% statement by between 5% and 10%
by more than £20m andfor between £5m and £20m and/or by between £lm and £5m

while scenario analyses are not predictions, and are not typically associated with likelihoods, our analysis has used the following
likelihoods which have enabled us to generate and apply @ risk rating of either High, Medium or Low to each of our scenarios:

Probable Possible Remote
Expected to occurin most Nol expected to occur but occur May ocour only in exceptional
circumstances (ie >50% chance) pericdically (i.e. *25% chance) circumstances (i.e. less than

2% chancse)

Thig, in turn, has enabled us to combine the impacts and likelihoods to determing the following risk ratings:

Impact
L;w Mediu:r-\ B High
Likelihood Probable Mediurn  Medium  High
" Possible S Low Medium 7H\gh7 o
~ Remote  low  low  Medium

The guidance for banks published by the TCFD in 2021 reguires us to disclose information on significant concentrations of credit exposure
to carbon-related assets. The TCFD makes it clear that these assets are those tied to energy, transportation, matericls and buildings,
and agriculture, food and forest products sectors. Given the reference that s made in the guidance 1o transportation, which could be
interpreted to encompass the loan products offered by the Group's vehicle finance business, it Is suggested that this part of vanguis
Banking Group is more susceptible to the risks associated with climate change. In particular, the transition risks associated with the
introduction in the UK of a total ban on the sale of new petrol and diesel cars and vans by 20230, the requirement for vehicles to be
100% rero emissions from 2035, and the implementation of ultra-low emission zones and clean air zones N UK city centras.

The Group is committed to working to understand the risks associated with those parts of the Group that are sensitive to the impacts
from climate change. That said, the Group's credit exposure to the assets that are purchased through the loan products that our
vehicle finance business offers, is considered to be limited given thal the vehicle finance we offer is typically on three to five-year
secured hire purchase contracts. We also continue to monitor the list price of used electric vehicles (which continues to be a barrier
to ownership for many of our customers) and explore the development of new finance products that will enable our customers to
transition from internal cornbustion engine cars to battery electric vehicles {BEVs).

2b) The impact of climate-related risks and opportunities on the Group's business, strategy and financial planning
The results from our scenario andlysis, along with the actions we will take in rasponse, are set out below, and we have considered
the impact of cimate change in the preparation of our financial statements which can be seen on page 163

Transition risks and opportunities

Policy and legal risks Reputation risks Policy and market cppertunities
Scenario RCP1.9 RCP4.8 RCP8.5 RCPL.S RCP4.8 RCPB.5 RCP1LS RCP4.8 RCP85
Risk rating Low Low Low Low Low Low High Low Low
Description These risks have scopa to arisa as po\lcy/reguiotory actions Clhrmate change has beon The impacts of climate change
around climate change continue to evalve. These actions identificd as a potantial will have implications for the
vary dopending onntent and financial impact They seekto source of reputational risk, supply and dermand of certam
constrain activitios that contribute to the adverse effocts of Stakcholder perceptions will commeditios, products. ond
chmate change or promete adoptation to climate change continue to evolve depending scrvices. Market risks include
(o g.the continuad implementation of a carbon price). Forthe  on how companics respond overything from changes
Group, chonges in carbon price could presentan increased 1o the chimate change in supply and demund to
cost risk. Carbon price provides an indication of the lovel agenda. Negative changes increased costs for inputs such
of transition risks in theso scenarios The Bank of England In stakeholder percoptions as water and energy While
explains the term ‘carbon price’ as depicting a shadow can therefore lead to lossesin some of these impacts may be
price of GHG emigsions, i o the marginal abatement cost of market volue. hard to predict, understanding
an incremental tonne of emissions. Thisis a simplification, the climate-related risks and
intended to capture a range of different policies to reduce opportunities on the supply
GHG emissions, which may includs, for oxarnple, carbon chain will be key to mitigating
taxes, cap-and-trade schemes, green subsiches and these market risks.

crvironmental regulations,
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sustainability continued

Reporting in line with the TCFD recommendations continued
rRecommendation 2: The actual and potential impacts of climate-related risks and opportunities on the organisation’s

businesses, strategy and financial planning continued

2b) The impact of climate-related risks and opportunities on the Group’s business, strategy and financial planning continued

Palicy and legal risks

Likelinood

impacis wo analysed how the ongoing
implernentation of carbon pricing rmight
resulf in incregsed costs associated with
our operations and travel and transport,
In 202, the carbon emissions resulting
from the consumption of electricity and
gas across the Group accounted for 435
tonnes of CO.¢ using the market-bosed
approach to reporting. Gur analysis
shows that there is petential for carbon
price to have an impact on the cost of
our energy consumption n the short
torm with @ highor carbon price npeded
to achieva scenano RCPLY

Time horizon L

M

Low

S,M,L

Low

Financialimpact Low

According to Tha Bank of England,

in its 202' Climate Biennial Exploratory
Scenario exarcise, carbon prica is
predicted to increase from $3G per
tonne of CO e as of today 1o around
$200 by 2050 in the UK and EY in the
RCP 18 scenario, to remain ot $38 in
the shortimedim tarm and incrogss
significantly to over $1,000 by 2050,
and to remain at $30in the RCP £ 8
and RCP 8 5 scondarnios, iespectively
We have diso considered the oxtent
to which corbon price increases may
have financiol inplications for our
customers (Le. whether corbon price
increases impact gas and electncity
costs which, in turn, impact customer
default rates)

Methodology
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Transition risks and opportunities continued
Reputation risks

Probable Possible Remote

Remote

Probable Possible

Thereis potential for stakeholdars

to engage in activism in the short to
medium term with cornpanies which
are perceived to be not supporting
the shift to o low curbon econamy orif
the Group fails 1o daliver or sufficiontly
drive change through its net zero
torget by 2040, This could contribute to
decraasing revenus of market share

According to the Bank of England, UK
and EU net carbon dioxiae emissions
are expected to fall significantly by
2050 in tha RCP 1.9 scenario, less

so under the RCP 4 8 sconario, and
only marginally under the RCF 85
scenario. We have thercfore estimated
how stekeholoers perception of

our approach to responding to the
clirrate chonge agendo may result
in reputational darmage, chongas

in consurmer beravicur ord loss

of revenuc.

Vanguis Banking Group plc Annual Report and Financial Statements 2022

Poliey and market opportunities

Probable Possible Remote

There is an opportunity for us to
develop a new business model that
introduces new products 1o the
customers which accommodate
their necds and meets emerging
climate-related policies (eg.

to enable our vehicle finance
customers to purchase BEVs). The
affardabtlity of 88Vs cantinuas ta
be the maln barrier to ownership
for the Group's vehicle finonce
customers, The average loan
amount for our vehicle finonce
customeoers stood at £8,771in 2022
According to Thisismoney.co uk, the
average sale price for a three-year
old BEV car in November 2022 was
£28,000, with a four 1o six-year old
costing £156,600 on average Of the
ovoer 100,000 live’ customars that
are served by our vehicle finance
busincss, thave purchased a BEV
car, and 7 a BEV light commaercial
vehicle, Take-up of BEVs is also .
influcnced by the ability of our
customers to access d refiable
charginginfrastructure. Figures
from the Department for Transpert
indicate that there gre now 33
clectric vehicles for every charge
pont In the UK, compared with 16
at the start of 2020 '

M,L L L

High Low

Low
As our yvehicle inance
division provides custormers with

sccond-hand cars, this led us to

cansider the changes in policios

which could impact our customers

who resige in comrmunities within

Ultra Low Emission Zores (ULEZs) |
or Clean Air Zones {CaZs) we are

theretore monitoring the number

of vehicle finance customers

who reside in ULEZs and CAZs

Furthermore, we continue to

rronitor number of BEVs thatare

purchasad by custaomers using

our vehicle finence proaucts os

well as the barriers to their uptake

o g. offordability ard access to

areliable charging infrostructure)



Actions
The actions the Group will adept in order to mitigate against these transition risks and ensure that our strategy responds to any
potential opportunities include:

- committing to reach our net zaro target by 2040, and continuing to adopt sustainable energy sources, implement energy
efficiency measures and engage with our suppliers to encourage them ta reduce their own carbon emissions;

- setting carbon reduction targsts which will be recognised by the SBTi. Once set, we will report progress against these targets
on an annuaal basis,

- continuing to engage with our customers on the benefits of using our vehicle finance products to purchase BEVs/hybrid
vehicles At the same time, engaging with our stakeholders to gain further insight into the used BEV market and the current
state of the charging infrastructure in the UY;

- continuing to moniter customer default rotes due to increased Costs (e.g. us a result of energy cost increases); and
- continuing to ensure that the remuneration of the executive directors is partly linked to our pregress in meeting the Group's
climate-related goals and targets.

Physical risks

Acute risks Chronic risks

Scenario RCP1.9 RCPA4.8 RCP2.5 RCP1.9 RCP4.8 RCP8.5
Risk rating Low Low Low Low Low Low
DescriptiOn The TCFD recommendations identify climate-related physical nsks as acute {event driven) and chronic {those duc to

longer-term shifts In cimate patterns). The increase n the frequency and severity of extreme woather events, such as
floods and starms, could Impact the Group's Input and productivity, ond insurance claims We hove thorefore sought
to guantity how extreme weather cvents could impact our business activities and darmage our assots.

Probable Possible Remote Probable Possible Remote

Likelihood

ImpClCtS Anincrease in the number and severity of acute and chronic weather events may cause disruptions to our operations,
reduce productivity, and consequently decreasc revaenue furthermore, longer-term shifts in climate potterns and global
ternperatures will be mere damaging in the long term Lo our properties. This could resultin an increase in tha insurance
claims thot are made and consaguently an increase in the amount of excess payables,

Time horizon S,M,L SM.L S.M.L S.M,L SM,L S.M,L
Financialimpact Low Low Low Low Low Medium
Methodology The Environment Agency identifies flood risk in the long The Bank of England cxplaing that global mean
term based on property locotion as follows: high nsk.>3.3%  temperatures have alrcady increased by around 11°C
covery year; medium risk. between 2 and 3 3% avery year; compared to pre-industrial lavels. Average wintoer
low risk. between 0.1% and 2% cvery year; and very low rsk precipitation in the UK has increased by 25% compared
<0.1% every yoar, to the late 20th century Met Office rescarch found that
events similar to the record rainfall that accurred in the UK
on 3 October 2020 (the UK's wettest day on record) could
become 10 times maore freguent for climatic conditions
similar to those in year 10
Actions our low carbon economy transition plan
The actions the Group will adopt in ordear to mitigate against The actions, set out above, that have resulted from cur
these physical risks and ensure that our strategy responds 1o scenario analysis werk are tied to and support cur net zerc
any potential opportunities include: by 2040 ambition. In order to deliver on this ambition, we have

developed an outline plan that will enable us to transition to
alow carbon economy and deliver in line with the science
based carbon reduction targets we are currently finalising.
This plan will focus on the following areas:

- continuing to maintain and test business continuity plans
to ensure the continuity of our operations in a range of
situations, including those where an extreme weather

event occurs; and
- Scopelemissions — reduce building gas, company car

and back-up generator GHG emissions through the
implementation of operational and behavioural changes,
across the Group) use of alternative fuels (e.g biodiesel} and use of more

: sustainable forms of transport;
In terms of Yanquis Banking Group's exposure to physical
risks, although itis cccepted that extrerne weather events will
increase in number and severity compared to the present,
they are unlikely Lo be as severe us those expected under the
RCP4.8 scenario. Also, the direct financial impacts associated

- cormitting to shifting to more sustainable, low-impact
resources and have a series of targets to achieve this aim
(for example, to ensure that we use 100% renewable energy

- Scope 2 emissions - reduce emissions associated with
electricity use by switching to 100% renewable electricity
and energy storage technologies, and through the
implementation of eperaticnal and behavioural changes; and

with these events are considered to be minimal for the Group - Scope 3 emissions — engage with our top 18 suppliers by spend
because its four main offices are leased, and insurance is in which account for a significant proportion of the Group’s
place to help mitigate the impacts of such physical risks. carbon footprint o set their own carbon reduction targets.

In oddition, reduce emissions associated with business travel,
colleggue cormmuting, water use and waste generation.
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Sustainability continued

Reporting in line with the TCFD

recommendations continued

Recommendation 2: The actual and potential impacts

of climate-related risks and opportunities on the
aorganisation’s businesses, strategy and financial
planning continued

2¢) The resilience of the Group's strategy, taking

into consideration different climate-related scenarios

As mentioned above, beyond the five-yeor tirne borizon we have
included in our scenario analysis work, the level of uncertainty
regarding the impact of climate-related risks increases. Overal,
the results of our scenario analysis indicate that the physical
and transition risks associated with chmate change could
impact the Group in the shory, medium and long term. The size
of this impact is dependent on the nature and speed of the
glokal transition towards o lower carbon ecanomy. The work we
have undertaken to date, using three RCP scenarios and their
accompanying assummptions, show that our business continues
ta be resilient under all scenarios that have been used in our
analysis. The RCP1.8 scenario would have the biggest impact on
the Group in the short to medium term before any mitigating
actions ware considerad or taken into account. This is primarity
due to the potential for increases in tha price of carbon to have
an impact on the cost of our energy use, as well as have financial
imnplications for custormers {i.e. whether increases in energy costs
impoct customer default rotes). The RCP4A.5S scenario revealed
higher levels of disruption as a result of increases in extreme
wedther events and other natural disasters compared with the
RCP19 scenario. However, the actions and an outline transition
plan that are set cut above, will enablae the Group to address any
of the concerns associated with the RCPLY and RCPA L scenarios
as they will contribute to reducing our exposure to both transition
and physical fisks. Under the RCPB.5 scenario, despite there being
much uncertainty about the impacts of climate change, we can
expect our business and our stakeholders to be impacted by
more extreme physical risks in the longer term, as well as lack

of policies to support the transiticn to o low carbon economy

In these circumstances, the Group would have to ensure that
adequate measures were in place to manage and address

the physical risks and their potential to impact our oparations,
custorners and other stakeholders.

The fact that climate change is designated as a principal risk
for vanquis Banking Group, demonstrates that we recognise
the potential for climate change to impact our business
activities and stakeholders. We will ensure that our strategy of
understanding and assessing the risks associated with climate
change and thg impact on Vanquis Banking Group's finarcial
results continues to evolve so that we can further improve our
resilignce and respond to any related opportunities.

In preparing the Group's financial statements (see page 163),
we have considered the impact of the results of cur scenario
analysis and climate-related risks on our financial perfermance,
and while the effects of climate change represent a source

of uncertainty, ihere has not been a materialimpact on cur
financial judgements and estimates due to the physical and
transition climate-related risks in the short to medium term

Recormmendation 3: How the Group identifies,

assesses and manages climate-related risks

In this section, we disclose our processes for identifying,
assessing and managing climate-reloted risks and how we
integrate these into our overall Risk Management framewark.

3a} The Group's processes for identifying

and assessing climate-related risks

Climate change has been identified as a principal risk, as
opposed 1o an emerging risk, to the Vanquis Banking Group
(see poge 62) This is becouse the Group's long-term success
is dependent on the sustainability of its operations and
business models, and the resiiience of its supply chain
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itis also in recognition of tronsition risks such as current

and emerging regulatory requirerments which have potential
to limit the GHG emissions associated with the Group's
operations and business activities, as well as increasss In the
price of carbon that is linked to the energy and fuel that is
consumed across the business. As such, the Group recognises
the impoeortance of addressing any potential climate-related
impacts on the business, its customers and other stakehclders
in financial, operational and reputational terms. As with all
principairisks, the Group's Risk Management Framewark sets
out the high-level control principles that are in place and
those responsible for managing both the overalf risk andi the
relevant mitigating controls (go to pages 24 to 66 for more
information). By integrating climate risk within the Group's

Risk Management Framework, it is possible to assess how it
interacts with other material principol risks, including those
that relate to credit, capital, operations, legal and governance
matters and conduct and regulations. All risks are monitored
and reviewed throughout the course of the year to identify
changes that could impact the risk profile

3b) The Group's processes for managing

climate-related risks

The Group's CRC includes representatives from a range of
functions {e.g. from the Group's Finance, Risk, Procurement
and Building Management teams) and has defined the

risk ronogement approach which enables any motericl
climate-related risks to be identified, assessed and managed,
It has also recommended that the Group adopt o Tisk
cautious’ appetite for exposure to climate risk and implement
a control framework that prevents significant customer or
stakeholder detriment, regulatory non-compliance and/

or reputational domage as a result of climate change. To
support our ongoing management of climate-related risks, we
hove o range of processes in place These include monthly risk
appetite reporting using metriecs which relate carbon pricing,
customer default rates, operational impacts associated

with extreme weather events and the progress being made

in relation to our net zero target. Regular updates are also
provided to the Board's Risk Commitiee on the progress made
in terms of delivering mitigating activities which reiate to the
Group's climate risk

The effectiveness of the Group's climate risk control framewark
is assessed by the Board's Risk Committee and has been
subjact o independent revisw by the Group Internal Audit
function as part of the annual audit plan. During 2022, the
Audit Commitiee reviewed the TCFD report that was produced
by the CRC, including progress against the four TCFD pillars
and I recommended disclosures.

3c) How the processes for identifying, assessing

and managing climate-related risks are integrated

into the Group’s overall risk management

Climate-related risks and opportunities are also integrated
within our Enterprise Risk Manogement Frarmework and monitored
on an ongoing basis. This enables us to continuously evaluate
the significance of our risks based on their ikelihcod and impact and
to prioritise therr managerment accordingly. Through this framework,
we also monitor the environment for new and emerging risks, and to
keep up to date with any evolving reguiatory requirements, Througn
the designation of climate risk as a principal risk, and therefore
its integration within the Group’s Enterprise Risk Management
Fromework, we ore able to ossess how jtinterocts with other material
principal risks, including those that relate to cradit, capital, operations,
legal and governance matters and conduct and regulations.

We are committed to understanding and gssessing the
risks associated with climate change and their impact on
the Group's financial results, and will continue to update our
approach to scenaric analysis as maore business-related,
economic ond climate data becomes available.
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Recommendation 4: The metrics and targets used by the Group to assess and manage relevant climate-related risks

and opportunities where such infermation is material

In this section, we set out the metrics and targets that the Group has used to assess and manage the most significant climate-related
risks and opportunities. These have been created to enable us to monitor, assess and manage the risks and opportunities
arising from climate change that are material 1o our business activities and stakeholders. These are set out below and align

with the risks aond opportunities that have been identified as part of the strategy discussed above. Vanquis Banking Group's GHG
emissions data has been subject to a limited assurance by Corporate Citizenship in accordance with the IRAF ANO0 Assuance
standard. A full ussuranice statement 1s avallable on the Group's corporate website at www.vanguisbankinggroup.com.

4a) and ¢} The metrics and targets used by the Group to manage and assess climate-related risks and opportunities

in line with its strategy and risk management process

The metrics and targets that are and will be used by the Group to assess the impact of both the transition and physical
climate-related risks and oppaortunities on our business activities and stakeholders {e.g. customers) in the short, medium,
and leng term are set out in the table below.

Riskfopportunity-
related categories  Aspects Metrics Targets
Policy and Iegql GHG emissions Our scope |, 2and 3 emissions reporting Sco our environmaental KPLresults and our GHG
and reductions which relate to enargy emissions table on page 48 of this report and in our
and water uso, travel and wasts 2022 Sustainability Report for morg information on
management. five-year trends.
Increased pricing of GHG emissions. The Group will monitor increases in operating costs
(e.g. ossociated with higher compliance costs).
The Group will alsc maonitor customer defoult rotos due to
increased costs {e.g. os a result of energy cost increases).
Science-based Corbon reduction. Carbon reduction targets, which are recognised by the SBTi,
targets will be set in respect of our scope 1 and 2 emissions, and
the emissions ussocicted with the goods and services
we purchasc (scope 3, category 1} by Q223
Energy source Renowable energy  Rencwable encrgy consumption Ensurc that we use 100% rencwable eloctricity aoross
our busirass premises by December 2024,
Market Customer Customer sentiment and perception The Group will:
engagemant ragarding thair ability to transition to 5 .
— menitor the numbcer of Group customaer s using our

opportunities
a low carbon economy as well as the

Group's ESG performance vehicle finance products to purchase BEVS and hybrid

clectric vehicles;

- monitor customer ottitudos and perceptions towards
buying BEVs: and
- engage with policymakers to support the uptake of

BEVs by consumers in the mid-cost and near-pnme
parts of the consumer credit market

Reputation Supplicr Monitor supply chain activities in line with the  Engagae with 100 4 of materiaily significant supplicrs to set
due diligence Group's ESG commitments and Corparate carbon reduction targets ond determing their exposure
Environimcntal Managemaent Pohcy. to climate risks.
Investor Relations  Invester sentiment and perception The Group will continue ta engage with our investars on

regarding the Group's £SG perfermance.  the climate nisk agenda whaore relevant and ensure the
Group's participation in, COP, the FTSEAGood Indox, MSCI,
the S&F Global Corporate Sustainability Assessment, cle.

F'OliCy,liCI bility Exccutive The remunerction of the cxecutive Plecse refer to the Directors’ Remuneration Report
remuncration directors is partly linked 10 our progress on pagaes 127 to 151
in moeeting the Group's climate-related
goals and targets

Physicql risks weather patterns - Operational impacts cousad by sevore The Group will menitor increoses in operoting costs
wedather events and changes in (o g associated with increased insurance premiums and
weather pattems. potontial for reduced availability of iInsurance on asscts

In*high-nsk’ locations).

We are committed to understanding and assessing the risks associated with climate change and the impact on the Group’s
financial results and will continue to update cur approach to scenario analysis as more business-related, economic and climate
data becomes available. In particular, we will continue to develop further insight inte the used BEV market, given that the list
price of the muojority of used electric vehicles is currently a barrier to ownership for many middle and lowsr income consumers.
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Sustdainability continued

Reporting in line with the TCFD recommendations continued

Recommendation 4: The metrics and targets used by the Group to assess and manage relevant climate-related risks
and opportunities where such infarmation is material continued

4b) The Group's scope 1, scope 2 and material scope 3 GHG emissions, and the related risks

Vanguis Banking Group has measured and reperted its GHG emissicns since 2007 and currently reports this inforenation in
accordance with the UK Government's Streamlined Energy and Carbon Reparting {(SECR) policy that has been implemented
through the Companies (Directors’ Report] and Limited Liability Partnership (Energy and Carbon Report) Regulations 2018,
Details of our scope 1 ond 2 GHG emissions in tonnes of GO, e, along with a retlevant intensity ratio {ie. kilogramrmes of CO&

per customer) and information on underlying energy use for 2022, are sat out balow

2022 2021
Scope1GHG emissions (CO.e)
Gas use 142 200
Diesel and petrol use i3 m
Sscope 2 GHG emissions (CO.e)
Electricity use (market-based emissions) 453 125
Eleiclricity Q;(locotion—b@ed er;mssions) 7 7 862 928
Scope 3 GHG emissions (CO,e)
Scope 3 associated ‘wall-to-tank’ emissions 287 74
Scope 3 category | — purchased goods and services 16,420 17,579
scope 3 category 3 - tusl and energy-related activities (not included in scope 1and 2)° 332 409
Scope 3 category b — waste generated in opearations 16 15
Scope 3 category B — business travel 214 269

Scope 3 category 7 — employee commuting 2,389 Not calculated

Scope 3 category 13 -~ downstraam leased assets (market-based)? a 0

227,524 Not calculated

6,013,939 5,460,285

Scope 3 category 15 - Investments®
Total energy consumed (kilowatt hours)

Scope | and 2 (and associated scope 3) emissions intensity ratio (kg of coze/per customer) 0.79 102

1 Weused average slect-icity and gas consumption data in Decermbper 2022 for one of the Vanguis Bank officos as the invoices for that pernod were
outstanding at the time of reporting The market-based emissions from two suppiicrs oo 1N CO, and not CO,c (ie do rot include non-C0, erissions):
however, the varignoe between €O, and CO,e is considerad 1o not be mateno’

This yeor, we have included the 'weli-to-tank’ ernissions for UK elactaicity {generation) os part of Category 4 reporting

3 The market-based matned was usad to calculate the ermissions gssociatod with an afhce that 1s leased by the Groug

4 The ermnizsions from the vehicles that are financed by the Group o*e based on the namber ot vehicles tha® are on ¢ contract that 15 getive as ot 31 December 2022

S}
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Inreporting our emissions we follow the GHG Protocol
Corporate Accounting and Reporting Standard to calculate
Scope 1, 2 and 3 emissions that are material to our UK
operations. We use a financial control approach to account
for our GHG emissions and use emission conversion factors
from BEIS/Defra's GHG Conversion Factors for Company
Reporting 2022, Our reportad scope 1 amissinns are those
generated from gas and oit used in buitdings, and ermissions
from fuels used in the small number of company owned
vehicles used for business purposes. Our reported scope

2 ernissions are those that arise from the use of electricity
and are calculated using both market and location-based
meathodolegies. Where electricity suppliers can provide

us with the relevant conversion factor, we have used the
market-based method; otherwize, we use the location-based
method. We also report the GHG emissions (scope 3 -
category 3) associated with the production, transportation
and distribution of fuels used by transport and utlities
providers. In addition, we also report the following categories
of scope 3 emissions which are material to our business
activities: fuel and energy-related activities (category 3);
waste generated in operaiions (category 5); business travel
(category 8); and employee commuting (category 7)

In terms of regorting cur supply chain GHG emissions, we
have reported the scops 3 category associated with the
purchased goods and services (category 1) we use across the
Group. To calculate category 1 emissions, we have used the
spend-based method, and have used BEIS guidance.

Finally, scope 3 GHG emissions associated with two
downistream activities are consicdered to be material to the
Group’s operations and stakeholders. These are: downstream
leased assets (category 13) which account for the emissions
that arise from the subtetting of No.5 Godwin Street, Bradford;
and investments (category 15} which relale to the financed
GHG emissions associated with the vehicle finance we
provide to our customers. In terms of the latter category,
these emissions were calculated using data that is held

by our vehicle finance business.

As mentioned above, the Group is currently in the process
of setting carbon reduction targets that will be approved
by the SBTi. Thase targets will be setin respect of our scope
1and 2 emissions, and scope 3, category 1 emissions which

are associated with the goods and services that we purchase.

The Group is required to set a target in relation to its scope
3, category 1 emissions because of the contribution they
maoke to our overall carbon footprint. This is despite the
contribution made to the Group’s overall carbon footprint
by our scope 3, category 15 emissions being larger. Howeaver,
the SBTi's most recent guidance for the financial services
sectar indicales that there is currently no methodology that
would enable a carbon reduction target to be set in relation
to these emissions. Setting a target for these emissions is
also dependent on all consurmers, including those on lower
incomes, being able to afford electric vehicles as well as

an effective charging infrastructure being developed and
implermnented across the UK We will continue to identify
opportunities to set additienal climate-related targets

as more data becomes available, methodaologies get
developed, and we gain more expernence in target setting

Reducing the carbon intensity of our operations

To achieve cur net zerc goal, we continue to focus on
improving the energy efficiency of our operations. We do this
by driving energy efficiency across our business premises
and by ensuring good practice and installing more efficient
lighting systems where possible. We clso continue to offset
oLr GHEG emissions through the purchase of carbon gredits
in renewable energy projects. This year, we have shifted our
approach to carben offsetting. Instead of financing projects
which are now considered to be carbon avoidance, we have
financed two carbon capture projects, one locally ond one
averseas. By doing this, our approach to offsetling supports
the removal of carbon froam the atmosphers. In doing so,

we have offset 3,000 tonnes of CO,e in the Scottish ReGrow
project, which aims to restore a diversity of woodland types
to Scotland, priaritising the pinewood and riparian weodland
habitats, and 5,000 tonnes of CO,e in the Forests Planting

i Panama project, which aims to mitigate the impact of
sourcing timber from rainforests which has resulted in the
depletion of tropical rainforests. This accounts for all our
scope 1 and 2 emissions, as well as the scope 3 emissions
associated with all our fuel- and energy-related activities,
upstream transportation and distribution, waste generated
in our operations, business travel cnd collsague commuting
and some of the emissions that result from the goods

and services we purchase.
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Section 172(1) statement

Section 172(1) statement

The directors have acted in a way that they
considered, in good faith, would be most likely

to promote the success of the Company for the
benefit of its members as a whole, having regard
to the matters set out in section 172(a) ~(f) of the
Companies Act 2006 (3172).

Section 172 provision

The likely
consequences
of any decision

Stakeholder engagement inthe long term

The Board's engagement with stakeholders is
informed by the Group's stakeholder engagement
strateqy (see pages 8% and 102) which drives
effective and strategic relations between the
Board and its key stakeholders, taking into account
differing stakeholder interests and methods

of engagement.

Cur stakeholders, how we've engaged with them during The interests of

2022 and the autcomes of this engogement can be the Company’s
found on page 82. employees
Principal decisions
s.172 of the Companies Act 2006 ultimately
requires effective decision making by the Board.
The decisions of the Board are led by the Group's
Purpose, culture and strotegy, designed to deliver - e
long-term value for its stakeholders. Key activities
undertaken by the Board during the year are The need
detailed on page /6 and the principal decisions tofoster the
made by the Board are detciled on pages &5, 75, Company’s
77 and BS. business

relationships

Disclosures relating to how the directors have . -
with suppliers,

discharged their respoensibilities under s172 are

integrated throughout the Strategic and Governance customers
Report; please see the table opposite for references and others
throughout this report.
More information on our Board's cormrmitment to setting o
and driving strategy can be found on page 74,

The impact of

the Company’s
operations on
the community
and the

Purpose and environment

Stakeholders culture . I

The desirability
of the Company
maintaining a
reputation for
high standards
of business
conduct

Strategy

The need

to act faidy
as between
members of
the Company

Decisions

Relevant disclosure

Chairman's statement
Strategic Priorities

Cur approoch to sustainability
TCFD disclosure

Stakeholder engagement
principal risks and uncertainties
Viability Statement

Board dactivities

Corpaorate Governance Report
Nemination Committee Report
Directors’ Rermuneration Report
Directors’ Report

Engagement with shareholders

Chairman’s statement

CEC's review

Our people

Stakeholder engagement
Principal risks and uncertainties

Chairman's introduction to governance

value for our stakeholders
Board activities

How the Board monitors culture
Our Designated Non-Executive
Colleague Champicn

Chairmaon’s statement

CEO's review

Business maodel

Strategic Priorities

Cur appreach to sustainability
Non-financial information staternent
Ethics and governance
Stokeholder engagerment

Qur customers

Principai risks and uncertainties
Corporate Governance Report
Board activities

Engagement with shareholders

Chairman’s statement

CEO's review

Our cpproach to sustainability

TCFD disclosure

Non-financial information statement
Ethics and governance

Stakeholder engagement

Frincipal risks ond uncertainties
Board activities

Chairman’s stotement

CEO's review

Our people

Our approoch to sustainability
TCFD disclosure

Non-tinancial information stotement
Ethics and governance
Stakeholder engagement
Board activities

How the Board monitors culture
Board evaluation

Audit and Risk Committees

Stakeholder engogement
Engogement with shareholders
Board activities

Directors’ Remuneration Report
Business model
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Decision making for long-term success

Board discussion and decision making is informed by the
interests of our key stakeholders. Board papers contain
analysis of the impact of the proposal on the Group's
stakeholders and how the provisions of 5172 have been
considered. The Board acknowledges that the Group has
awide range of stakcholdors with cdiffering imtorcats and
priorities, and decisions will not always result in a positive
outcoeme for all stakeholders. The Board therefore seeks to

balance stakeholders’ competing interests in order to make

balanced decisions that drive the Company’s long-term
success. Being led by the Group's Purpose, culture and
strategy, the Board ensures that decisions are consistently
made with the intention of promoting the long-term success
of the Group and dalivering sustainable value to our stakeholders
as awhole. During 2022 the Board made severa! principal
docioiona that domonstrato this cemmitment. You can read
about these principal decisions, including the Board’s decision
making process and considerations in reaching their decision,
below and on pages 51, 75, 77 and 85,

Principal decision: Consolidating our loans strategy supported by a unified Group-wide technology platform

The Board approved the consolidation of Sunflower Loons and Vanquis loans into a single product under the Vanquis brand
supported by an agile Group-wide technology platform known as Gateway. You can read more about this on page 34.

Decision making process

The Sunflower loan and Vangquis cpen market loan products
were launched eon a pilot basis last year and the performance
of these pilots were monitored by management, using KPIs
and governance committees. The Boord received updates
on the performance of the pilots via reparts from the CEQ.

Following the conclusion of the pilots, the Board reviewed

the financial performance and KPIs of the two pilot products
and decided that the products be consolidated into a single
vanquis branded loan with a lower risk target market and

lower APR

Strategy and Purpose

The Board considered that the consolidated loan product
aligned with the Group's strategic positioning as a mid-cost
credit provider and provided an opportunity for the Group
to grow its share in the target market through the clarity of
a single-brand loan product. Furthermore, the consolidated

proposition supported the Group's Purpose to help put

people on a path to a better everyday life as a wider product
range would be offered to the millions of adults in the UX not
currently well served by the mainstream credit companies.
The Board discussed the risks and mitigations in proceeding
with the proposal to continue its open market loan product

under the Vanquis brand at larger volurmes.

Links to stakeholders

Links torisks P4 PS5 Pl

Links to stakeholders

Customears
Invastors
Colleagues
Regularors

Debt providers

Communtes

Govarnment

Supplers

Ponsioners

P12

Links to strategy

Links to s.172

Links to strategy

2 Growth and Sustainability

g3 Custumer and Community

pPoople and Culture

Challenges

The Board considered the risk that the velume of change
and migration to the Gateway platferm might cause
disruption to customers and would require additional
resources to support the technology delivery reguirements.
The Board received assurance from management that the
migration would be closely monitored, that change would
be implemented within the Group's change governance
frarnework, and that mitigation plans had been devised

to minimise and resolve any potential disruption

Balancing stakeholder interests

The needs of our customers were a key consideration in the
Board's decision making. It was recognised that the greater
range of APRs should enable our customers to access the
right product at the right time in their customer journey,
and allow us to reach a wider customer base. While the
decision to consolidate the loans under the Vanguis

brand aligned with the Group's strategy and Purpose, and
provided the greatest opporlunity for long-term growth
and shareholder returns, the Board recognised that not
proceeding further with Sunflower branded loans following
the pilot would impact colleagues who had worked onthe
brana during its pilot. Management provided assurance

to the Board that the impact on colleagues would be
communicated and managed effectively, with appropriate
support provided.

3

Links to risks Links to 172

The likely consequences of any

P Find our kay risks it
degision in the long term

on page 57
The mterests of employees
Gusiness refationships with
supplicrs, customars and others

The impact on the community
and the enviroament

Kaintaining a reputation for high
standards of husiness conduct

Acting fairly as belwoeen members
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Non-financial information statement

Non-financial
information statement

Information on the Group's non-financial impact can be found throughout the report. The table Selow explains how the Group
meets the non-financial reporting requirements of the Companies Act 2006,

Business model The Group remains committed its Purpose of helping to put people on a path Pages 2-5
1o a better everyday life and its mission to be the first-choice bank for those Pages 20-21
excluded from accessing financial services by traditional lenders. You can
read about the re-naming of the Group to better align with our strategy

on page 75.
Colleagues and Our colleagues are central to the Group's long-term succass and the Pages 38-39
their contribution achievement of its rmission. We continue to work to enhance our workplace

culture and maximise colleague engagement.

Supporting policies: Inclusion and Diversity Policy, Family Friendly Policy
and Mental Health and Wellbeing Policy.

Due diligence: All People policies were reviewed during 2022 to ensure a
unified approach under the new shared corporate services model. Diversity
metrics are closely monitored (see Nomination Committee Repert on page
95). Health and safety training is mandatory for all new colleagues and there
is regular refresher training throughout the year.

Risks and risk management: People risk (page 64).

Measurement: Colleague engagement is measured through our Group
colleague surveys (page 81).

Environmental impact Supporting policies: Enviranmental Management Policy, Climate Principal Risk Pages 40-49
Policy and Procurement Policy.

Due diligence: The Group reports in line with the recommendations of the Task
Force on Climate-related Financial Disclosures (TCFD) which enables us to
consider the impact of climate-related risks and opportunities on the Group's
fingncial performance. Also, the Group’'s supplier due diligence processes and
procedures involve engaging with suppliers to understand their exposure to
material climate-related risk and carben reduction commitments.

Risks and risk management: Climate risk (page 62) and conduct
and regulatory risk (page 63),

Measurement: Pursuant to the FCA's Listing Rule €.8.8R(8) and the Compaoanies
(Directors’ Report) and Limited Liability Partnership (Energy and Carbon
Report) Regulations 2018, the Group publishes an annual TCFD Report and
discloses comprehensive environmenta! data in its Annual Report and
Accounts and standalone Sustainability Report -
www.vanquisbankinggroup.com/sustainability. The Company dlso makes

an annual submission to the CDP. Finally, as a signatory to the UN Global
Compact, the Company is aligned with its environmental principles

and reports on its progress annually -
wwwvanquisbankinggroup.com/sustainability/responding-climate-change.
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Social and
community impact

Respect for human rights

Anti-corruption
and bribery measures

The strategy of the Group's community investment programme is to invest in Pages 37-38
activities and initiatives which seek to address some of the key factors which, Page B4
on their own or acting together, can reduce social and/or financial inclusion.

Supporting policies: Community invelvement Policy and Volunteering
and Matchod-Funding Palicy.

Due diligence: The Group’s community investment strategy is reviewed and
approved by the Group Executive Committee and the Board on an ongoing
basis. This involves ensuring that the Group's investments have a sustainable
benefit to the communities it serves and the business itself. A dedicated teamn
is responsible for the design, development and delivery of the Group's
community investment programme.

Risks ond risk management: People risk {page 64) and legal and governance
risk (page 82).

Measurement: The Group reperts on the amount it has invested in its
community investment activities, as well as the social impacts that have been
delivered, in its Annual Report and Acceunts and standalone Sustainability
Report - www.vanguisbankinggroup.comfsustainabllity. This is done using the
Business for Social Impact B4SI Framework so that the Group can understand
the differences its contributions make to business and society. The Group’s
colleague surveys are also used tc understand colleagues understanding of,
and engagement with, the Group’s community investment programme.

The Group is committed to supporting and respecting human rights and, as
such, is opposed to slavery and human trafticking in both its direct operations
and in the indirect operations of its supply chains. As such, the Group will not
knowingly support or co business with any organisaticn invelved in slavery

or human trafficking.

Supporting policies: Human Rights and Modern Slavery Pelicy, Procurement
Policy, Diversity Policy and Whistleblowing Policy.

Due diligence: The Group has well-established supplier due diligence
processes and procedures to manage supply chain-based risks and ensure
suppliers comply with the Group’s policy requirements and meet legislative
recuirements including those that relate to the Modern Slavery Act 2015,
Across the Group, all new suppliers are assessed for the types of potential
risks they pose and are sent questionnaires covering issues such as financial
stabkility, data protection, information security, business continuity, regulatory
compliance, and corpoerate responsibility,

Risks and risk management: Legal and governance risk (page 62), people risk
{page 84), and conduct and regulatory risk (page 63).

Measurement: Pursuant to the UK Modern Slavery Act 2015, we produce

a Modern Slavery Statement
www.vanguisbankinggroup.com/modern-slavery-staterment. Also, asa
signatory to the United Nations Global Compact, the Group is aligned with
its hurman rights and labour standards and reports on its progress annually
- www.vanquisbankinggroup.com/sustainability/our-paolicies.

Supporting policies: Anti-Bribery and Corruption Policy, Corporate Hospitality Page 16
Policy and Whistleblowing Policy.

Due diligence: The Group has a zero-tolerance approach to bribery and
corruption and all colleagues undertake mandatory training. The Audit
Committee aversees compliance with the Corporate Hospitality Policy
and the Board oversees the Whistleblowing Policy.

Risks and risk management: Conduct and regulatory risk (page 63).

Measurement: Completion of mandatory training is monitored;
whistleblowing reports are overseen by the Beard; and any matters relating
to corporate hospitality are monitoered by the Audit Committee.
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Risk management and principal risks

Building an effective and sustainable

Risk Management Framework

66

In 2022, we successfully implemented the
Group's risk strategy and Risk Harmonisation
Programme. This has enabled the Risk
function to provide a greater level of insight,
challenge and support to the Greup in
helping put our custemers on a path to a
better everyday life. Vanquis Banking Group
now has a strong risk awareness, culture
and control environment to support the
management of its risks consistently and
effectively. In 2023, we will embed these
enhancements and generate further
benefits from risk harmonisation.

Gareth Cronin
Group Chief Risk Officer

with Gareth Cronin,
Group Chief Risk Officer

How are we strengthening our risk management
capabilities to support the delivery of the Vanquis Banking
Group's strategy?

vanquis Banking Group has heavily invested in upskilling

the Risk function over the last two years and will continue
this through the implementation of risk investment priorities,
which form part of Vanquis Banking Group’s Risk Strategic
Framework 2023-2026. The Risk function is structured to
ensure we have sufficient expertise to provide support and
robust challenge across our principal risks. We also have a
fit for purpose process for detecting and reporting emerging
risks. in an economic environment where credit riskis top

of mind, we constantly review our credit risk capability and
strength in terms of succession planning and to address any
gaps in knowledge, experience and diversity. we have also
successfully implemented a Group-wide integrated Risk
Management System which enhances efficiency and enables
the function 1o be more strategic in its activity.

How are we proactively responding to the significant
changes in our regulatory and economic environment?

We hove organised the Risk function and wider business to
understand and proactively prepare for regulatory change.
We continuously scan the horizon to ensure we are aware of all
relevant new and forthceming regulation and communicate
the output of this activity with the business on a regular

54

basis. The current economic environment and ‘cost of living
crisis’ is very much top of mind, and we have enhanced and
intensified our credit risk monitering and reporting to help
identity and mitigate the risks we are exposed Lo in relation to
this. We maintain a positive and proactive relationship with
our regulators and meet regularly to discuss our approach on
a wide range of topics, including our approach to regulatory
obligations and the performance of our book acrass each of
our products. We have prepared for the implementation of
the FCAs Consumer Duty regulation, which come into effect
in 2023, to ensure we can demonstrate delivery of customer
centricity and optimal customer outcomes.

Whatis our main risk focus for the next 12 months?

In respense to the current economic environment and ‘cost
of living crisis’, our focus for 2023 is primarily on credit risk

to ensure the business we write is both sustainable and
supports geod consumer outcomes. We are also challenging
and overseeing the implementaticn of the IT risk strategy as
vanguis Banking Group maoves off its legacy systems and
onto a modern cloud-based platform (Gateway). The Group
demonstrated a strong execution capability throughout
2022, which will remain a key requirement as we continue to
execute significant strategic and operational change in 2023.
The improverments made with respect to risk management
are yielding benefits and we will continue to embed these
throughout 2023.
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Introduction and
recent developments

Overview

Muring 2022, tha Group confinved to strengthen its risk
management capabilities and is embedding these into
business-as-usual practices. This has been delivered primarily
through the Risk Harmonisation Programme which sought

to implement a consistent and best practice Enterprise Risk
Managerment Framework (ERMF) and associated policies,
tools, systermns and processes.

Group's approach to risk management

Risk management is recognised as gn integral component
of good management and governance. In the context

of vanquis Banking Group, it is critical to enable us to
optimise our shareholder return while maximising our
business opportunities and positive cutcomes for all our
key stakeholders, which include shareholders, customers,
colleagues and regulators. The Group Risk Management
Framework plays an important role in supporting the Group
Board and Executive in implementing an integrated business
strategy. The Framework is based around an ‘enterprise’
approach, enabling a single view of all risks and managing
those risks in a consistent way up, down and across

the enterprise.

Risk culture

Our Purpose, strategic drivers and behaviours combine to
drive us to always do the best we can for our customers

and colleagues. We promote o risk culture that supports
appropriate risk awareness, behaviours and judgements

in the level of risk we are willing to take. Our culture is
underpinned by an appropriate balance between risk and
reward, with accountabilities reinforced through the Senior
Managers and Certification Regime (SMCR). Risk objectives are
also included as part of non-financial measures in Group and
product executive scorecards and we have embedded a Risk
Adjustment Framewark to fermally record the linkage between
risk managerment and reward. We have further strengthened
this approach by mandating all employees, irrespective of
senicrity and business areq, to have a risk objective as part

of the Group performance managemeant process. Supporting
this, the Risk function deliverad significant levels of risk training
to risk and control owners throughout 20232,

Risk appetite

The Group defines its risk appetite as the amount and type

of risk the organisation is prepared to seek, accept, or tolerate
at gany pointin time, and measured over a rolling 12-month
period. Our risk appetite is helistic and covers the 13 principat
risks ctetailed later in this report. The Board is responsible

for approving the Group's risk appetite statements at least
annually with the supporting Beard-level metrics cascaoded
into more detailed business appetite metrics, limite and
thresholds at a product level.
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Recent developments

The Group has continued to make significant progress
on key initiatives to strengthen and embed its overall
risk governance, frameworks and capabllities

= TheRisk fumction was fully centralised in 2022,
consolidating the legacy divisional risk teams,
removing siloed operating models, and harmonising
best practice ways of working. The Risk Leadership
team was enhanced with the appoeintrment of a
Chief Conduct and Compliance Officer and Chief
Credit Officer. This also included recruitment and
reorganisation to enhance oversight of key risk
areos such as treasury, operational, conduct
and information technology risks

- We have implemented an integrated Risk

Management System (Riskonnect) that provides

a central and secure repository of risk information
across our three lines of defence. Implementation
of the system has significantly enhanced our risk
management capability, improved risk and control
effectiveness, and realised resource efficiencies
with the automation of processes and reporting.

- The Group Risk Monagement Framework and
supporting policies, which inciude the processes for
identifying and measuring risks, were consolidatad,
improved and embedded into operational practice
across the Group.

- The Risk and Control Self-Assessment (RCSA)
processes for IT and non-IT (operational) risks were
subject to a budgeted programme of improvement
activity, jointly sponsored by the Chief Cperations
Officer, Chief Information Officer and Chief Risk
Officer. The cbjective of this activity was to enhance
the accuracy, completeness and reliability of risk
and contrel data and to streamling the end-to-end
process in readiness for RCSA transitioning onto the
newly implemented Risk system.

We continue tc enhance our risk
management capabilities through
significant investment in our Risk function
to support the management of our
strategic risk pillars.

Gareth Cronin
Group Chief Risk Officer
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Risk management and principal risks continued

Risk Appetite Framework

The Group Risk Appetite Framework creates a clear link between Vanquis Banking
Group's business strategy and its strategic risk objectives. It defines the over-arching
approach through which the Group's risk appetite is established and communicated.

Strategic risk objectives Our principal risks

Capital

Funding and liquidity

and Community

Maintaining operational resilience

. e Conduct and regulatory
and business capabilities

Managing execution risk associated Paople
with strategic and operaticenal
change activity

Market
2
- Maintaining o secure and efficiant
3 capital and funding structure Credit
=
3 § Delivering sustainable growth Strategic execution
0% and returns to our shareholders
= ¥
345 People o Climate
Q‘E and Culture g Qptimising our reputation -
'g 5 E and becoming the trusted bank
c = 2 for the underserved
> 2 Growth and s legal and governance
g sl Sustainability =
5 % 3 Establishing a strong risk
© o — ;
E g Customer : and customer—centric culture Financial crirme
= (2}
53 &
oL
= D
ICR=
2
<t
[
=
e
©
z

Technology and inforrmation security
Operational

Model
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Risk appetite headlines

Capital
We will maintain sufficient capital, both in quantity and quality, to meet regulatory requirements and will hold
a management buffer as agreed with the Board.

Funding and liguidity
Qur funding risk appetite is to maintain a stable and prudent funding profile without any significant reliance on any single
source of funds, retaining a sufficient level of unencumbered assets and unutilised funding sources as contingency.

Our liguidity risk appetite is to maintain sufficient liguidity resources to be able to meet our liabilities as they fall due,
whether in normal cenditions or stress, while also mesting cur regulatory requirements.

Market
we will ensure that under a severe and adverse change in interast rates, any risk to our capital (econamic value)
or earnings rermgins within levels agreed with the Board and for which Pillar 2A capital is held.

Credit
The Group will manage our credit risk exposures through effective underwriting processes, systems and controls
to support appropriate lending decisions.

Strategic execution
We will seek new business opportunities, both organic and inorganic, which remain aligned to our customer, regulatory
and commercial objectives, and execute in controlled and sustainable manner.

Climate

We will understand, review and address our exposuré to climate risks, meet our coernmitments on climats targets and
reporting in line with relevant Government legislation and recomrmendations, and seek new opportunities arising from
climate change. we will énsure that our climate targets are set in line with our commitment to suppoert the UN's Business
Ambition Campaign to hold the increase in global temperatures to 1.5°C above pre-industrial levels.

Legal and governance

We will aim to avoid any material legal breaches. in the event they do occur, we will, where possible, correct them
promptly and in all cases carry out necessary management to mitigate risks and learn from our mistakes. we will
maintain oversight of our business through robust and clearly documented governance and delegation arrangements,

Fingncial crime

We will operate a strong and risk-proportionate set of systems and controls to detect and prevent financial crime breaches.
In the event that they do occur, we will investigate them promptly and learn from control failings, gaps or issues. We will
maintain aversight of our business through robust and clearly documented governance and delegation arrangements,

Conduct and regulatory
We will deliver fair outcomes for our customers at all stages of the customer lifecycle. We will aim ta avoid any material
regulatory breaches ond, in the event that they do occur, we will correct them promptly and learn from our mistakes.

People
We will maintain a properly engaged and skilled workforce who are aligned to our Purpose and Group cufture.

Technology and information security
We will maintain ropust, resilient technology platforms/systems and services with strong information security and data
controls to prevent significant custemer detriment, regulatory breaches or reputational damage.

Operational
We will limit operational losses as o result of control failures otributed (o people, processes and systerns ncluding
those over external suppliers

Model
Through strong governance, material risks of using models will perform in line with expectations.
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Risk management and principal risks continued

Risk governance structure

The Vangquis Banking Group risk governance structure is outlined below. In combination, the varicus Board,
executive and risk committees strengthen our ability to identify, assess, manage and report risks, while
supporting Vanguis Banking Group in responding to the changing external and regulatory environment.

Vanquis Banking Group Board

Reviews Vanquis Banking Group's Risk Management Framework annually to ensure that it remains fit for purpose
and cemplies with relevant laws and regulations including the 2018 UK Corporate Governance Code.

Board committees

Risk Committee (RC) Customer, Culture and Ethics Committee (CCE)
Board committee responsible for ensuring that there Board commiittee responsible for reviewing Vanguis
is an appropriate Risk Management Framework Banking Group's culture and business processes to
embedded across the Group, monitoring key risk ensure they are focused on delivering fair customer
positions and trends, and providing oversight and outcomes, overseeing the Group's delivery and
advice to the Board in refation to the current and embedding of its Blueprint and ensuring the Board
potential future risk strategy and exposures. meets its corporate governance requirements under

the 2018 UK Corporate Governance Code.

Management committees

9 Executive Committee (ExCo)
Executive Committee, chaired by the CEO, respensible for developing, proposing
and implementing Board approved strategy. In doing so, it is responsible for managing
the Group strategic risks and overseeing product risks.

Three lines of defence (3LOD) model

vangquis Banking Group operates a 3LCD model to articulate key accountakilities and responsibilities
for managing risk and to support effective embedding of risk management across the organisation.

The first line of defence — line management

Owns the risk and is responsible for identifying, assessing, monitering and reporting risk within its respective areas
whilst ensuring that appropriate internal controls, processes and systems are in place to deliver against business
strategy and objectives.

The second line of defence — Risk function

Establishes the Risk Management Framework and policies and supports the first line in developing minimum control
standards and expectations to manage risk. Provides independent oversight of governance, risk management and controls
ccross the Group to ensure risks are identified, measured, managed and reported appropriately.

The third line of defence - Group Internal Audit

Provides independent and objective assurance on the design adequacy and operational effectiveness of internal controls,
and overall effectiveness of Vanquis Banking Group’s risk governance and risk management practices, and provides
assurance on whether the first and second lines of defence fulfil their respective respansibilities.
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Principal risks

Principal risks are risks which are most significant to Vanguis Banking Group’s strategy and
business model and have formally been articulated as part of its Risk Appetite Framework. Principal
risk categories and associated risk appetite statements are reviewed and approved by the Board
o an annual buasis, ofleclivoly dolining Vanquis Banking Croup's overall risk appetite.

P1 capital risk 12 3 A

Risk description Mitigating activities and other considerations

The risk that the Group - The Group and Bank maintain capital ratios in excess of regulatory requirements The capital risk metrics are
fails to maintam regularly manitored at Assct and Liability Committes (ALCO), the Risk Committee and the Board, and are subjoct
the minimurm 1o other intemal management reviews. This includes ensuring that capital resources are sufficient for planned

changes in the balance sheet, and cansideration of changes in the regulatory cnvironmeni On 8 March 2023
the Group announcad an update about cur capital requirements from the PRA, following conclusion of its
Capital Supervisory Review and Evaluaticn Process The sutcome was o reduction in the Group's Total Cepital
Requircment by mora than a third, from 18 3% to 11.9%

regulatory capital
reauirements and o
management buffer on
o consolidated basis
to cover risk cxposures - In linewith the PRA's requircments, the Group's Internal Capital Adequacy Assessmont Procoss (\CAAP) 1s updoted at
and withstond o least annually. Challenge ond oversight of the ICAAP occurs at ALCO and Risk Commitice before approval by Beard,
SOVOre stross as
identificd as part of
the Internal Capital
Adcequacy Assessment
Process (ICAAR). The methodology for assessing capital risks takes the Pillar 1 reguirements for credit, operattonal and market
risks as o starting point. The assessment then considers whether the Pitlor 1requirerment is sufficient 1o cover
managemant's own assessment of the nisks (such as credit concontration, operational, pension and interest
rate risk} Where it is considered that additional capital is required, this is held as a Fillar 2A requircment.
Tho combination of Pillar 1 and Pillar 2A requirements form tha total capital reguirement {TCR).

— The 2022 ICAAFR Is the first assessment since tho closure of the Consumar Credit Division {CCD} As CCD
has been removed from the assessment, the associcted capital requirements have reduced. The ICAAP
demenstrated that the Group and Bank are more than adequately capitalised.

- To protect against the risk of consuming Pillar 1 and Pillar 2A requirements, Tirms are subject o regulatory
capital buffers. Where relevant ¢ firm-specific PRA buffor 1s also appled

The overal capital requiramant {OCR) for the Group and Bank is comprised of: (i) the 1CR (covering Pillar 1
and 24) sct by the PRA after revicw of the ICAAP, (i) the combined bufters, and i) a PRA butfer set by the PRA.

- At 3l December 2022, the Group's CETI ratio was 26.4% (2021 29.+4), the TCR was 37.5% {2021, 40.6%) and the OCR
was 21 8% (2021 20 B%), excluding any confidential buffers, If applicable. The Group and Bank also moenitars the
Leverage Ratio which was 210% (2021.18.3%). By | January 2022, around 75% of all transitional adjustments had
been absorbed through capital resources, with the remaining transitional adjustmaent to be fully unwound on
} Janucry 2023. On a fully joaded basis, the Group capital rescurces are in oxcess of its copital requiroment.

- In Doccember 2024, the Financial Policy Committeo {FPC} announced an increase to the UK Countercyclical
Capital Buffar (CCyB) rate ta 1%, to be implemented by 13 December 2022, In July 2022, the FPC confirmed
a further expected increase to 2%, effective 5 July 2023 The impact of this on the Group’s OCR is expectod
to be partly offset by a confirmation from the PRA that the temporary G.56%, buffer {being the CETI portion
of the PS15/20 24 reduction) imposed dus to uncertainty arising from Covid-18 will be removed, effectivo
31 December 2022. The Group and Bank alrcady have sufficient capital resources to fully absorb the net
increase of 1 44%.

- The Group and Bank have elected to adopt the transitionol adjustrments for IFRS 9 The transitional adjustments
have historically had a material impact on the Group's and Bank’s ragulatory capital position duc to high levels
of provisioning By | Junuary 2022 around 75% of all ransitional adjustments had been absorbed through capital
resources With the remaining transitional adjustment to be fully unwound on TJanuary 2023

- Given the robustness of the Group's financial position and the Group's first kalf performance, aninternm
dividend was announced as part of the 2022 interir results. Prior to this the Group hod not paid a dividond
since the 2018 interim dividend.

- If the Group or Bank wos to encounter a significant strass on capital resources, @ Recovery Plonis maintained
which includes options to ensure that they con rermain sufficiently capitalisea to remain viable Recovery Plan
Early Warning Indicators [Ewls) and Invocation Trigger Pairts (ITPs) are regulorly monitored and reported ogainst.
During 2022, the Recovery Plan was enhanced to ensure compliance with lotest regulatory guidance, as well os
onsuring that all recovery options ware appropriately considercd The Group ond Bonk continue to have a wide
range of recovery options available,

As part of the intra-group funding arrangemaont, @ Core UK Group {CUG) waiver was approved In Novembor 2022
which allows Vanquis to utilse retail doposits to fund the difforent parts of the Group, resulting inlower cost

of funds for the non bank graup As part of considerations over Vanguis Bank's CUG waiver application, a Capital
support Agreemaent (C8A) was granted by Monoybarn in fovour of Yanguis Bonk, The CSA in circumstancaos
where Vonquis Bank is failing te meet its sclo copital reguiremaents, requires Moneybarn to contribute any
excess capital, or liguidity. it holds to Vanquis Bank In addition, Moneybarn was capitalised as if it woere

a reguloted entity, based on the Group's 2022 ICAAP.

— The Group's Pillar 3 disclosures contain a comprehensive assessment of its capital roguirement and resources
Pillar 3 disclosures for the year ended 31 Gecember 2022 are published separately on the Group's website,
www vangdishonkinggroup com.
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Risk management and principal risks continued

Principal risks continued

P2 Funding and liquidity risk 12 3 —

Risk description

The risk that the Group has
insufficient financial rasgurces
to meet its obhigotions {cash

or collateral requiremaonts)

as thoy fall due, resulting in

the failure to meet regulatory
liguidity requirernents or is only
abla to secure such resources
at excessive cost

Links to strategy

Mitigating activities and other considerations

Funding and liquidity risks arc managed within a comprehensive risk framework This framework
chsures that the Group and the Bank maintain stable and diverse funding sources and a sufficient
helding of high-quality liquid assets such that thare is no significant sk that liabilities cannot be met
as they fall due Funding and liguidity requirements are regdlarly monitored to support the strategy
of the Group and Bank

Funding and hquidity risk is managed by the Group's Treasury function and is overscon by the

ALCO Funding and liguidity metrics are manitored daoily through daily iguidity reporting and monthly
ot ALCO meetings. Motrics are alse included in the informalion packs prosented to the Group's ExCo,
Risk Commitice and Beard

The primary metrics used to monitor and assess the adoguacy of iquidity is the Overoll Liguidity
Adequacy Rule (OUAR} (which is the Board's own view of the Group and Bank iquidity needs as sct out
inthe Board approved Internal Liquidity Adequagy Asgessmant Procass fLaAP)), the Liguidity Coverage
Ratic (LCR), and Net Stabls Funding Ratio (NSFR) Liguidity is manoged by working 1o ensure comphance
with the most binding matric and is monitored o @ solo and consolidated tasis

During 2022, a signiicant amount of work was undertoken to update the ILAAP The 2022 Board
approved ILAAP 13 the first ILAAF prepared for the consolidated Group and axcludes the CCD which
wos closad in December 2021 The ILAAP domonstrates that the Group and Bank have sufficient
high-quality liquid asssts to meet sovere but plousible stress scenarios

Treasury conducts regular and comprehensive liguidity stress tosting to snsure that the Group
and Bank's liquidity position remains within the Boord risk appotite Stress tesung covers idiosyncratic,
market-wide and combined stross scenarios, includirg reverse stress testing

The Group and Bank have mantaincd hauidity ratios in excess of regulatery and internal requirements
throughout the year and continue to hold significant levels of ligh-guality liguid sssets (HGLA)

The liquidity position was managed to maore normalised levels following action thot was taken during
the Cavid-19 pandemic

Thronighout the year, the Bank has demonstioted thatit continues to have access to the retait deposit
rearket through fixed rate deposits. The Bank is secking to widen the range of reteil deposit products
that 1t offers, increasing thoe pool of rotail depasits it has access to as well as helping to alleviate
upward movemaonts ir funding cost.

Following the approval of the CUG waiver, rotail deposits will provide meost of the funding fur the Group,
resulting in lower cost of funds Wholesole funding sources will be maintained to ensure diversity of
funding saurces and provide contingent funding options.

If the Group or Bunk was to encounter a significant stress on hquidity resources, a Recovery Plan

is mointained which includes options to ensure that they can rernain sufficiently iquid to reman
viable. Recovery Plan Early Warning Indicators {(Ewls) and Invocation Triggar Paints (ITPs) are regularly
monitored and reported against During 2022, the Recovery Plan was enhanced to ensure compliance
with latest regulatory guidances, as well as ensuring that all recovery options were appropriately
considared The Greup and Bork contirue to hove awide range of recovery options available,

1 People and Culture 2 Growth and Sustainability 3 Customer and Community
Risk trend
/N Risk improving — Risk stable \L Risk deteriorating
(overcll level of risk 's decreasing) (no change) (overall level of risk is increasing)
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P3 Market risk

Risk description

The risk that the net value of, or
naot income arising fram, assets
and hablitios is impacted as
aresult of changes in market
prices or ratas, specifically
Interest rates, currency rates

or equity prices.

P4 creditrisk

Risk description

The risk of unexpected credit
losses arising through eithor
adverse Macroeconomic
tactors or partics with whom the
Group has contracted failing to
meet ther financial obligations.

Mitigating activities and other considerations

Market risk 1s manoged by the Group's Treasury function and is oversocn by the ALCO. The Group
and Bank do not tako significant unmatched positions and do not oparate frading books

The Group and Bank use interest rote sensitivity gap analysis to inform the Group and Bank of any
significant unmatched positions.

The Intorost rate nsk position is reported on o monthly bagis to the ALCO and includos risk appetite
metrics sot for both carnings at risk (FaR) and market value sensitivity (MY8) Those arc assessad
against a 100bps and 200bps parallel shift in rates respeactively

The Group and Bank alse moenitor their exposure to cconomic value of equity (EVE). against a 200bps
parallel shock in interest rates, as well as the six standardised shocks prescribed by the Bascl
Committec on Banking Supervision (BCBS).

Throughout 2022, a significant amount of work has boen undertaken to validate the interest rate risk
position on a behavioural basis and introduce the capability to transact interost rate derivatives

10 manage the residual interest rate risk position This culminated in the transaction of intorest rate
derivatives (SONIA linked) in the second half of the year,

The Group and Bank monitor their exposure to basis risk, with Bank of England bose rate and SONIA
the only external reference ratas used. The Group does not have any exposure to LIBOR.

Tha Group continues to monitor potential implications for the stralegy in response to financial
rmarket turbulence and undertakes reviews of product pricing to ensure it is consistent with markets
and cost of funds

Mitigating activities and other considerations

Crodit risk rermains a key focus for tho Group given the current Macroaconomic cNVIrenment.

The Group cantinues to monitor the impact of the cost of living crisis on portfolio performance,

and internal measures have been put in place to help mitigote potential nisks. These include, but ure
not limited to, alignment of creditworthiness assessments to the latest official inflationary outlook,
production of targeted managementinformation, and cnhanced forbearance programmes. Ongoing
exacutive focus is maintained through a Cost of Living Forum, jointly chaired by the CRO and the COO,
togother with stundaord Risk Committee reporting.

The Group's credit risk appetite is under regular review by the Credit Committee and Risk Committee
to ensure that it remains aligned to current market ond econorric conditions

A cross-functional working grodp ig in place to create a centre of excellence for catculation of
provisions under IFRS 8. The working group ensures that there are suitobly skilled resources with clear
accountabilitics, offective governance arrangements, eptimised models, aligned octivitics and
cffoctive monagement information and insights across the Group

Partormance of risk models is being closely monitored by the Group, with adjustments implemoentod
where any continued deviation from expectad performance is evidencoed.

The Group contindes to pursus opportunitics to supplement existing data sources to cnhonce
both credit and affordability rigk, i e open banking

PS5 strategic execution risk 12 3 4

Risk description

The nisk of making cnd/

or exgeuting poor stratagic
docisions telated to acquisitions,
products, distribution, etc. s a
result of ineffective governance
arrgngements, procosses

and controls.

Mitigating activities and other considerations

The Board and ts sub-committecs make risk-based decisions in the formulation of their business
strategy. in line with thoir Delegoted Authority Framework and Risk Appotite frarmowork and subject
to independent oversight from the Risk funcrion

Board Governance Manual and Delegated Authoritics Matrx (Dar) 15 in place to provide a framework
for key decision maoking ot all levels across the Group

Executive dircctor scorecards arn in place, with reward incentives based on a combination of financial
and nor-financicl measures

Group Risk Appetite Framaowork 1s in place with agreed metrics and thresholds approved by the Board.
Strotegic and emerging risks are reported 1o the GEC and GRC on any areas of concern

Risk overlay is completed annually by the Group CRO on behalf of the Remuneration Committee
(RemCo) to provide recarmmandations an adjustments to varioble reward whore governance has failed,
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Risk management and principal risks continued

Principal risks continued

P& climaterisk

Risk descripticn

The physical risk of the Impocts
of climate chonge ond the
business sk posed to the Group
andits counterparties related
to non-comphance costs and
financial loss associated with
the process of adjusting to g low
carbon economy.

Mitigating activities and other considerations

— Group-wide Climate Strategy and Policy is in place to ensure appropriate governance, controls
ond procosses gre in place to support compliance with 1CFD requirements and broader ESG strategy
{including net-zero targets)

— Climate Risk Committee is in aperation, supported by Chimate Risk ond Environmental Working Groups,
facilitating the integration of chmate considerations into the Group's broader Risk Managemaent
Framework through its reperting hines into the Custormer, Culture and Ethics Committee and Group
Executive Commitiee.

— Quantitative Climate Risk Sconario Analysis and Stress Testing Framework is in place fo intorm
forward-looking strategy, with scenanos propesed to identify potenticl finoncial impocts of
tranaition and physical climate-related risks. ICAAP activity continues to take account of material
climate-related financial impacts, mecting PRA requirements

- The Group continues to offsel its direct operational carbon footprint via sustainable development
projects and all main Group premiscs rmaintain 15014001 2015 comphant status.

P7 Legal and governance risk 12 3 4

Risk description

The nisk that the Group 1s
exposed to financial Ioss,
fines, cansure or enforcemant
action due to failing to cormply
with logal and governarce
requirernents as aresult of
Ineffactive orrongcrncnts,
processes ard controls,

Links to strategy

Mitigating activities and other considerations

- The Group simplificd and strengthened its governance structure by collupsing and consohidating
the Vanauis Bonking Group and VBL Board executive structuros

- Beoard Goverpance Manunl and Group Delecgated Authontics Framework 1S in plase, sctting out
key decision making at all levels across the Group

- Board effectiveness is assessed on ar annuadl bosis with actior plans in place to promote g culture
of continucus improvement,

- Explicit approval from the Board is required before any decisions and actions are madce that could
result in risks materialising outside of appetite

- Conflicts of Interest Policy and processas are in place to ensure oll employees meet their
fiduciary responsibilitics,

— Allregulatory intoractions are recorded and tracked, with regular reporting through the oxecutive
and Board ¢committees ta ensure consistency and read across through a Group lens.

The Group proactively engages with regulatory authorities and industry bodies on forthcoming
regulatory chonges.

— Governanco arrangsmants arc continuously reviawed to ensure they are designed and operating
offectively to mact the Group's objectives

1 People and Culture 2 Growth and Sustainability 3 Custorner and Community
Risk trend
I Risk improving — Risk stable J Risk deteriorating
(overall tevel of risk is decreasing) (no change) (overall level of risk is increasing)
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P8 Financial crime risk

Risk descripticn Mitigating activities and other considerations

The nsk that the Group's -
products and s¢rvicoes are ysed

to facHitate inoncial crime

against the Group, customers

of third partios.

The Group is cormmitted to oporating o strong and nsk-proportionote sot of systoms and controls
to mangge the risk within appetire

The sccond line Financial Crime Ovarsiaht team has been significantly cnhanced with regards
to capacity and capability

A rovised Group-wide financial crime assessmaont approach established to set control requirements
which definc the standards by which financial crime risk will be monagoed.

Now AML, CTF and Sanctions Policy has been implemented which sots out control standards
and sequircments in ine with the Group's Financial Crime Risk Assessment Mcthodology.

Rogulatory actions and notificaticns are monitored and managed in line with relevant timescales,
and regular horizen scanning takes place ta identify relevant and significant regulatory chunge

A Customer Lookback Project was succossfully completed in March 2022, whereby 100,000 alerts were
manually reviewed This gave the Group confidance of Politically Exposed Porgon (PEP) records and
that no refationships exist with individuois subject to cconomic sanctions.

P9 conduct and regulatory risk 1 2 3 A

Risk description Mitigating activities and other considerations

The risk of customer detriment -
due to poor design, distnbution

and execution of products and

sorvices or other activitios which

could lead to unfair custormer
outcomes or reguilatory censurc. -

A Group-wide Conduct Risk Framowork hos been developed, with plans in place to further embed
its requirements across the Group. This enables the Greup to demonstrate adherence to the
requirernents set out within the FCA's threg-year Strategy and Annual Business Plan and includes
improved monitoring of customer outcomaos across all high-risk interoctions such as lending,
forbearance, vulnerability and complaints

A programme of activity has been established to meet the requirements of the FCA's Cansumar Duty
regulations coming inte force 2023-2024 The Board and Risk Committes are provided with regulor
updates to suppart their oversight.

As part of risk harmonisation, the legacy divisional Conduct and Compliance teams have been
centralised and report to the Group’s Chief Conduct and Comphance Officor who continues to
consolidate consistent and best practices.

Conduct Policies and Procedures are in place 1o ensure the Group has approptiate controls
and processes to deliver fair customer outcomes

Group Complaints Forum and reporting were established 1o ensure the Group s learning from
cornplaints trends across products, including any FOS referrals or upholds and actions of claims
management companics. This has resulted in a number of strategic changes outlined in the Group's
emerging risks ‘Throats to our business model and "Responsible lending”

as part of the Group's response to the cost of living crisis [COLC). @ number of steps have been taken,
inclucging reviewing the range of support avoilable to customers and setting up a Cost of Living Forum,
which closcly monitors for early iIndicators of cost of living pressures in the Group's book performance,
to enable any remedial action to be taken as required. The Group has proactively liaised with
regulators te share insights on the COLC impact, providing updates on the outcome of the Group's
montorng and adjustments to its credit risk appreoch throughout the year The FCA have concludaed
o review of Cost-of-Living Crisis Forbearance Outcomes which Moneybarn were sclected to be port of.
The findings, received on 3 February 2023, were consistent with an internal review performed during
2022 which initiated a programme of work to enhance the effectiveness of operational areas to deliver
improved customers outcomes. This in-flight programme will be further enhanced to reflect any
cadditional areas of concern raised by the FCA

A Compliance Monitoring Programme 1sin place, supported by o robust methodology and upproved
by the Risk Committee, to assess the odequacy and effectivencss of the control frameworks in ploce
ond supperting fair customar outcomas and regulatory compliance

- The Group proactively engagoes with regulstory outhorities on a frequent basis
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Risk management and principal risks continued

Principal risks continued

P10 People risk

Risk description

There is @ risk that we have
insufficient operational capacity
and colloagues with the right
skills in meeting our financial,
customer and regulatory
responsibilitios

Mitigating activities and other considerations

— Poople and HR function centralised to streamiing critical people managemaont activitios across
the Group

- People Risk Forum to suppaort the managoment of key people-related risks.

- Operational Effectivenass Stecring Group (OESG) implemented to goverr and manage the risks
associated with structural changes.

- Succession plans cornpleted end in place for all Executive ond Senior Manogomaont

— Cormmurications have and continue to be shared with collcagues across the Group to keep them
apprised of business changes and to support wellbaing,

- Full health and sofety risk assessment comploted of all our key work locations with mitigating
actions completed

- Recruitment, onboarding. training und exit processes have been strengthened ccross the Group.

- Conszistent framewaorks have been developed ond embodded for Group reward. performance
manogement (B Better) ond tolont managoerment,

P11 Technology and information security risk 1 2 3 1

Risk description

The risk arising from
compromised or inadequate
technology, security and

data that could affect the
cenfidertiality, integrity or
availubiity of the Sroup’s dota
or systems

Links to strategy

Mitigating activities and other considerations

- AR IT shared service operating model has been implemented to scek commaercial and cost
oppartunities and mManage associated risks effectively and elficiontly aeross oll product lines

- An T Strotegic Programme is in place (o deliver now architecture to embroce modern principles of
open architecture, supperting easy addition, upgrade and roplacernent of cornpononts ond the uso
of scclobla cloud services, while continuing to address key areas of techncal debt.

A cyber secunty strategy has boen developed to aligr security across the Group and implemeant
o consistent and robust service which supports the delivery of the overall business and IT strategios

- Contirued progress with the [T First Line Controts Review (FLCR), enhancing IT control effectiveress
ard risk maturity acress the Group and transitoning risk and contrel ownership into business as usual
[BAU} activity.

1 People and Culture 2 Growth and Sustainability 3 Custormer and Community
Risk trend
’T‘ Risk improving — Risk stable \i, Risk detericrating
{overall level of risk is decreasing) {nc change) (overall leval of risk is increasing)
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P12 operational risk

Risk description

The nsk of loss resulting from
inadeguate or falled internal
procasaes, peouple and systoms
or fron extarnal events.

P13 Modelrisk

Risk description

The risk of financiol losses
where maodcls fail to perform
as expected due te poor
governance (Including design
and operation).

Mitigating activities and other considerations

The Group's threelines of defence modaol ensures there are clear ines of accountability between
management which awns the risks, oversight by the Risk function and independant assormnee
providaed by Intornal audit.

The Risk Harmonisation Programme, which provides a more consistent and integrated approach
to risk management gcross the Group, has moved from implementation to embedding stage.
The programme is delivering @ single Enterprise Risk Mancgemaoent Framoewaork, consehdoted Risk
Policies and methodologies, and risk reporting capatility.

an integrated Risk Management System (Riskonnect) has been implemented which provides ¢ central
and sccure repository of risk information across the Group's three lines of defence Implementation of
the systemn significantly enhances the Group's risk management capability, improved nsk and control
effectiveness, and realised resource cfficiencies with the outomation of processes and reporting.

The Risk and Control Self- Assessmcnt (RCSA) procaoss has been subject to a budgeted programmae
of improvement activity, jointly sponsored by the Chicf Operations Officer, Chief Information Officer
and Chicf Risk Officer This pragramme has enhanced the accuracy, completencss end reliohility
of risk and control data.

A fully standardised modai for supplicr management is being embedded, which includes the
mplementation of o new Supplicr Relations hip Management {SRM) Framework, Change Governance
Framowork, Portfelio Working Group and Transformation Exccutive Committee, and alignment

of the Operational Resilicnce and Supplicr and Third-Party Risk Management Frameworks.

Woerk 1s prograssing on the implementation and embodding of o harmonised change management
contrel environment across the Group.

Mitigating activities and other considerations

Model Risk Management Framework and Policy, Target Oparating Model and supporting modelling
standards are in place.

Malerial models across the Group arc independently validated as required in the policy.

Group medal inventory, containing key models across the Group, is roviewed and updated on aregular
basis and has all the necessary information to enable effective modael risk reporting and planning

- High-riskissuecs and findings on maoterial modeis are addressed urgaently and outstanding model risk

Issucs and findings arc monitored and reported to relevant governance forums across the Group.

- Group Model Governance Forurm mects regulerly and effecrively provides model nsk oversight, driving

a standardised approach to modeal developrment and governanca across the Group

- Existing Group Maodel Risk Management Framework has been assessed against the PRA's proposed

Modet Risk Management Principles (CP5/22) and faund no material gaps.

- Enhancements made to the existing IFRS 8 models with further improvements planned

on the governance performance monitornng and methodology of these models
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Relations with regulators

Strong relationships
with our regulators

We have continued to focus on maintaining strong
and proactive relationships with our regulators.

Key regulatory interactions

Strong proactive refaticnships with regular lines of
communicotion ore in place with both the FCA ond the
PRA which are kept abreast of our strategic initiatives, key
risk management octivities and response to regulatory
developments, in particular the FCA’s forthcoming
Consumer Duty regulations,

The Group have attended c number of round table

events hosted by the FCA to review the consurmer duty
requirementis and we provide regular updates on how we
are progressing with our plans to implement the consumer
duty requirements by July 2023,

We centinue to have regular dialogue with the FCA on how
we are supporting our customers through the current cost
of living crisis.

66

Following the PRA's Periodic Summary Meeting (PSM),
we have successfully completed all actions that we
agreed with the PRA N summary, the actions related

to the embedding of governance changes and the

Risk Management Framework and continuing to be
proactive in engaging with the PRA en the business
model and strategy, particularly any structural changes
or financial arrangements. Over the course of the year,
we have continued to proactively engage with the PRA
on developments related to the actions, as dermonstrated
through our engagement regarding the successful
waiver application, regular updates on the monitoring
of our book performance and further embedding of

the Risk and Governance Framework, including the
implementation of the new Risk System.



Viability statement

Group

viability statement

In accordance with the 2018 FRC Carporate Governance Code,
the directors confirm that they have a reascnable expectation
that the Group will be able to continue to operate and mest
its liabilities as they fall due over the next three years to

31 December 2026 {the Viability Period). The Viability Period
represents the period over which the Board has a reasonable
degree of confidence over anticipated events, including
prospects for the macroeconomy, and also provides an
oppropriate outlock aver the medium to long term,

In making the Group viability statement, the directors

have made an assessment of the Group’s current financial
position and prospects, as outlined within the Strategic Report,
together with the principal risks and other factors likely to
affect the Group's future performance and development.

This assessment is made following consideration of o wide
range of information, including:

- the Group's corporote plan, which sets out financial,
capital, liquidity and funding projecticns, together with
an overview of relevant risks;

- the principal and emerging risks which could impact
the perfermance of the Group;

—- asevere but plausible stress testing scenario, which
is designed to assess the potential impact of certain
underlying risks on the Group's capital and funding
resources, together with the availability and effectiveness
of mitigating actions; ond

- reverse stress testing analysis, which is designed to assess
the point at which Group is no longer a viable concern.

The Group's corporate plan was approved by the Board in
December 2022. In doing so, the Board reviewed detailed
forecasts for the three year period to December 2025 and
also considered less detailed forecasts for 2026 and 2027,
These higher level ouler year forecasts do not centain any
information which would cause different conclusions to be
reached over the longer-term viability of the Group

The Group's annual planning process takes into account
the Group's strategic ebjectives and business model. The
business model focuses on relatively short-term lending
to consumers and operates conservative underwriting.
The plan makes certain assumptions about the regulatory
environment, future economic conditions and anticipated
changes within the markets in which the Group operotes
and also makes an assessment of the Group's ability

to fund new business growth.

The Board obtains independant assurance from Group Risk
over the alignment of the corporate plan with the Group's
strategy and the Board’s risk appetite Specific focus is
placed on copital risk as well as liquidity and funding risk.
The assessment also considers the key risks which may
impact delivery of the Group's operating plan The Group's
principal risks are included on pages 59 to 65.

Ihe corporate plan is based on a macraeconornic scenario
which was in line with market consensus estimates and which

assumes that the UK economy would continue to weaken,
with expectations of a recession throughout 2023 driven by
lower real wages, further increases in the UK Bank Rate and
a higher tax burden. Inflation is expected to remain elevated
in early 2023 before subsequently falling back towards

the end of 2023, in part driven by the diminished impact

of the excepticnal increases in energy costs seen in 2022,
The plan assumes that the UK unemployment rate rises in
2023 and 2024, peaking above 6% in 2025 before a gradual
decline thereafter,

Board approval of the corporate plan {follows a number of
specific reviews of the plan provided by Group and divisicnal
management, together with other regular briefings on and
discussion of new strategies, business developments and
current finoncial performance. These reviews consider
arange of market opportunities and developments,
together with associated risks frorm within the Board's

risk appetite framework.

As the Group has adopted ¢ bank funding model, it no longer
pre-funds maturities 12 months in advance. Instead, the
Group now manages its liquidity to meet the Overall Liguidity
Adequacy Rule (OLAR) and to ensure that it can meet its
liabilities as they fall due. The level of liquidity reqguired by the
OLAR is determined by the Internal Liquidity Adequacy Process
(ILAAP) and is based on an analysis of its business as usual
forecast cash requirements but also considers their predicted
behavicur in stressed conditions. In recognition of the waiver
received in Novernber 2022, which allows Vanguis Bank Limited
to fund the vehicle finonce business, the ILAAP alse includes
an assessment of the liquidity needs of the wider Non-Bank
Group. The Group has sufficient access to liquidity resources,
including retail deposits, secured funding on its assets and
access to wholssale markets. Furthermore, the Group has
plausible options availakle to it, should the need arise, to
either reduce the liguidity requirements or to increase the
amount of fiquidity it hos {or can raise).

The corporate plan has been stress tested using a severe
racroeconomic scenario which is broadiy consistent

with the rates-up’ scenario published by the PRA en

14 Qctober 2022, The stress test scenario envisages that
the UK economy enters a period of stagflation in 2023 with
inflation rising to approximately 1/% and the UK Bank Rate
rising to 6%. As a result, the UK unemployment rale rises

to approximately 8.5%. The stress test scenario takes into
account the availability and effectiveness of mitigating
actions which could be taken by management tc avoid

or reduce the impact of the macroeconomic stress. The
corporate plan has also baen reverse stress tested to the
point of non-viability after reflecting available mitigating
actions. The vigbility assessment concluded that the Group's
viability cnly comes into question under an unprecedented
MACTOaCONCMIc scenario.

The directors also considered it appropriate to prepare the
financial statements on the going concern basis, as set out
on poge 118 and page 198,
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Our
Governance
Report 2022

Welcome to our Governance Report for 2022.

Compliance with the UK Corporate Governance Code

For the year ended 31 December 2022 the Board considers that the appropriate carporate governance standards were in place.
For the period under review, the Board believes that the Company complied in full with the provisions of the 2018 UK Corporate

Gaovernance Code (the Code).

This report explains the main aspects of the Company's governance structure to give a greater understanding of how the
Caompany has applied the principles and complied with the provisions of ths Code. The Corporate Governance Statement also
explaing compliance with the FCA's Disclosure Guidance and Transparency Sourcebook. The UK Corporate Governance Code

is published by the Financial Reporting Council (FRC) ond is available on its website, www.fro org.uk.

Further information on the Company’s corporate governance arrangements and cempliance with the Code can be found

as follows:
Code
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Board leadership and Company Purpose

Chairman’s introduction

to governance

66

| have enjoyed spending time with
colleagues in London, Petersfield and
Bradford this year. Our colleagues
have helped define our values

to deliver our Purpose and good
customer outcomes.

Patrick Snowball
Chairman

Vanquis Banking Group plc Annuai Report and Finoncial statements 2022

Dear Shareholder

lam pleased o introduce the Corporate Governance Report
for 2022 and reflect on the excellent progress we have made
centinuing to position the business for success toward our
Missicn to be the first-choice bank for people excluded from
accessing financial services from traditional lenders You
can read in detail about our story and our strategy in our
Strategic Report.

As we reported to you last year, 2022 has been the first year
we have operated a largely common Board membership for
Vanquis Banking Group plc and Vanguis Bank Limited. | am
happy to report that the structure has proven successful,
delivering the benefits of reduced administration and more
aligned and efficient decision making Aninternal audit of
our gavernance structure has cenfirmed its effectiveness.

In addition, the Board has undergone an independeant
effectiveness evaluation this year, the results of which are
discussed on pages 93 and 94. There were several strengths
noted in the report and | am particularly proud of the healthy
dynamic and lively discussions that were noted. | would

also like to thank the Board Committee Chairs who were all
complimentad on fulfilling their roles to a high standard.

Cur environment doesn't stand still and as ¢ Board we continue
to adapt, learn and strive fer continual Improvement. Reflecting
rmany of the Company’s directors’ naw roles on the Vanguis
Barik Board, the ocutput from our Board skills Matrix process
and cur 2021 Board evaluation process, a comprehensive
Board training plan has been executed throughout the year
addressing specific areas relevant to the directars of a regulated
bank. You can read about ongoing director training on page 92.

Our governance arrangements will continue to be the guiding
framework by which we make our decisions and that support
us to run our businass in a well organised manner.

Our Purpose and culture

Atthe heart of everything we do is our Purpose of ‘helping to put
customers on the path to a better everyday life”. Cur strategy
has been reviewed and refreshed this year in light of our evolving
business model and we have expandsd it to articulate our
vision, Mission and areas of strategic focus. Our strategy
fightly puts our customers at the heart of everything we

do and, frem a governance perspective, we are focused

on ensuring we have a framework in place that delivers this
custemer-centric approach. We progressed well toward this
aim when we establishad cur CCE Committes in 2019, As part
of our programme to implement the FCA's new Consumer
Duty Regulation, we are taking the oppartunity to review our
governance framework Any enhancements we make will be
designed to presserve customer outcomes as the predominant
feature of our oversight responsibilities. Enhanced reporting
will help the Board continue to embed customer outcomas

at the heart of our business and support the Board to oversae
our commitment to help our customers strengthen their
financial future. You can read more about how we support
our customers on page 3 of our Strategic Report.

Itis the Group's ambition to create a truly inclusive workplace.
I am impressed by the highly active affinity Groups that make
up the Group’'s inclusion community and note particularly the
diverse and informative wellbeing webinar support sessions
that have been well attended by our colleagues. Our inclusion
community continues to evolve with o Social Mobility Affinity
Group established in November 2022,
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Board leadership and Company Purpose continued
Chairman's introduction to governance continued

Our Purpose and culture continued

You can read more in our Sustainability update on page 32
and 40 and about the Board's role in shaping and oversesing
our culture on page 79 to Bl and in our CCE Report on page
100. You can also read about the Board's activities in relation te
the ovarsight of inclusion and diversity in our leadership team
and wider workforce in our Nomination Committee Repart on
page 95 to 89

Effective risk management and governance

| arn encouraged by the improvernents to the Group's overail
risk profile and particularly the improved conduct risk position,
which has been the result of several years of work. The Board,
through its Risk Committee, has paid particularly close
attention to credit risk in response to the cost of living erisis.
The Board requestad enhanced credit risk reports throughaout
the turbulent market conditions and will continue te be mindful
of the financial chollenges facing our customers as a result.

The Group's principal risks remained consistant throughout the
year and the Risk Harmonisation Programme is delivering on its
objective to provide an Integrated and stable approach torisk
management across the Group. With execution risk also top of
mind, the Board has continued to request specific second and
third line assurance over prominent projects. These include the
First Line Control Review and the IT Transformation. The Board's
reperting templates require a risk assessment to be completed
an every paper which halps to inform the decision making
process. You can read more about Risk Manogement, our
Principal and Fmerging Risks, including trends and mitigaticns
an pdge b4 to 86. The report from our Risk Committee can be
found on page 108.

Growth and sustainability

This year we have brought our businesses together undera
unified leadership and governance structure with centralisea
support functions to provide efficient services across our
three product areas. The Board has overseen the execution

of these plans which aim to position the Group for long-term
and sustainable growth. Much manongement time and effort
have gone inte planning a careful transition to a modern iT
infrastructure and the Board and Risk Committee remain close
to this pregramme. The Chief Technology Officer has reported
to several Board and Risk Committee meetings on the progress
against the IT ransformartion plans. The Board draws on its
wealth of experience and any further resources as required,

in order to guide and support managermsnt to dellver a
prograrmme of this scale 1o the benefit of its stakeholders.

In January 2023 we anncunced that we had taken the decision
to rename our Company ‘Vanquis Banking Group plc’. This is
the next step to help fuse our group of businesses together
and demonstrates to our stakeholders the progress we have
made toward our Mission. The Board considered this in detail,
particularly the stakeholder implications, and you can read
more about this principal decision and the Board’s consideration
of stakeholders Implications on poge 75.

Board composition, succession and effectiveness
On 26 January 2023 we announced that Malcolm Le May had
dacided to step down as CEQ and we had appointed lan
Mclaughlin, wheis due to join the Group as CEQ during surmmer
2023, subject to regulatory approval. My deepest thanks go

to Malcolm for his enormous contribution to the Group during
his tenure. | was also pleased to announce Melanie Barmett as
our new General Counsel and Company Secratary. You can
read about lan and Melanie’s appointments on page 67 of our
Normination Committee Report.

On 9 March 2023 we announced the appointment of Michele
Gresne as non-executive director and | would fike to take this
opportunity to welcome Michele to the Board. Tam confident

and the Nomination Committes’s work on Board compasition
on page 95to 89,

Andrea Blance, our Senior independent Directer and Remuneration
Committes Chair, reaches the end of her sacond three—year
term in 2023 and three of our non-executive directors will

be approaching the end of their second three-year terms in
2024 As such |, along with the Nomination Committee, have
been taking actions to ensure procctive and robust plans

are in place for succession. All of our directors will stand for
re-slection ot our 2023 AGM and our non-executive diractors
continue to be independent, as set out on page 80, Diversity and
inclusion is a strong focus area for our Nemination Committee
when reviewing our talent and succession plans and our talent
pipeline. You can read mora about both these activities in the
Nomination Committes Report on page 85 to 99,

This year's Board evaluation was externally facilitated by
Independent Audit. | am incredibly proud of ail the Board has
achieved together with the help of all our colleagues since

| joined the Company, and you can read more about the
pracess and the findings of this year's evoluation on pages 93
and 94, alongside progress that we have made to address our
2021 evaluation actions.

Environment and community

I am very proud of the Group being externally recognised far its
environmental and social responsibility achievernants which is
testarment to the hard work and effort of cur colleagues. You can
read more about this in our standalone Sustainabflity Report.

In 2021 we identified climate risk os a principal risk and
management astablished a Climate Risk Commiittee. We
continue to evolve our reporting capability to meet the Task Force
on Climate-related Financial Disclosures (TCFD) requiremenits
overseen by our Audit Committee. The Board has further
commissiocned research to deepen our understanding of our Level
3 GHG errissions. The appropriate governance arrangements are
in place in this evolving area to overzee the targets we have set
and the publication of our environmental data.

We have built strong relationships within our communities as
described in our Sustdinability Report and | am pleased to
report that our Vanguis Banking Group Foundation furthers
this aim. The Board has considerad the Foundation’s funding
and strategy and welcomes the alignment of its target causes
to the Group's Purpose and values.

Managermant continues to evolve our stakeholder practices
and policies guided by our Board approved stakeholder
engagement strategy. Please see our business model on
page 20 and the stakeholder section on page 82 to 85 for
further information.

Dividend

1 am delighted to report that the Board has propased o final
dividend of 10.3p per share to shareholders in respect of 2022
after taking into account regulctory capital requirements,
levels of sustainable receivables growth and the resuitant
IFRS 8 iImpairment provisions. Qur Board Is focused on delivering
stabie ond sustainable dividends in fuiure periods,

AGM

Our 2022 AGM was held at our Head Office in Bradfcerd and we
ware able to invite shareholders to attend in person. We also
provided the opportunity to follow the meeting remotely via o
live webcast and to submit questions to the Board in advanes of the
meeting. This year we will retain the live webcast arrangements
and hold our AGM in London at the offices of Clifford Chance,
10 Upper Bank Strest, London, E14 BJJ on 25 May 2023 atN.30am.
I ook forward to meeting shareholders at our next AGM.

3

Patrick S
that the Board's composttion is appropriate to fulfil its role Chairman — " — T e N
effectively. You can read more cbout Michele's appointment 30 March 2023 ( \ ~
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Qur
Board

Patrick Snowball @
Chairman

Appointed: 21 September 2018
Tenure: 4 ysars

Career and experience:

Patrick was CEO of Suncorp Group Limited,

an ASX 20 Australian financial services group,
between 2009 and 2015 whore he succassiully
led the turnaround of the group following the
global financicl crisis. Before joining the Board,
Patrick wes Chairman of Integrafin Holdings
plc between 2017 and 2018 ond was Chairmon
of Sabre Insurance Group plc until Septemiber
2020 Prior to this Patrick was a Non-Executive
Director at Jardine Lloyd Thompson Group

plc from 2008 to 2008, Deputy Chairman at
Towergate Partnership between 2007 and
2008 and @ member of the FSA Practitionar
Panel from 2008 to 2008.

Patrick’s contribution to the Board,

key strengths, skills and reasons

for re-election:

Patrick’s unigue career and experiences bring
awealth of skills to the Board In particular,
as Chairman, his previous lcadership and
demoenstrable success in driving change,
strenathening governance, creating strang
and cffoctive boards, and nstilling stobility
through a positive culture are key strengths
he brings to the Board

- Experienced chairman, non-executive
director and chief exccutive officar

- Extensive expsriense of the
financial services industry and the
regulatory onvironmant

- Wealth of knowledge of the challenges
faced by the financial services scctor,
acquired over a 30-year carcer.

- Long track record in leading companies
to develop and deliver growth plans

- Change project management, typically

involving digital transformaotion and

brand building

Building strong customer relaticnships

and leveraging dota and insights, as

woll as leading ond doveloping wider

stakcholder engogement

Current external appointments:
— Director at The Old Dove Daoliry Limited.

Malcelm Le May @

Chief Executive Officer

Appointed as CEO: 1 February 2018

committee key:

A audit Committeo
C  Customer, Culturc and Ethics Committoe

D isclosure Committon

Tenure: 9 yoars

Career and experience:

Malcolm joined the Group as an Independent
Non-Executive Director in 2014, becoming
interirn Exccutive Chairman in November
2017. Malcelny provided cifective leadership
to the Board, working with it to redefine roles
and respansibilities, and initioted o process
to ensure the Board had the right rmix of skills,
cxpericnee and diversity. Prior to joining the
Group, he held scveral senior positions within
banking, including as Co-Head of Banking
for Barcloys in Now York, Head of European
Investment Banking at UBS and Deputy

CLO at Morloy Fund Management (now

Aviva Investors)

Malcolm’s contribution to the Board,

key strengths, skills and reasons

for re-election:

Malcolmi's extensive carcer, his deep
knowledge of various businegssas and
sectors, his understanding of tho regulatory
environment ana turnaround situations and
his proven loadaorship skills are considered by
the Board to be invaluable gualities that make
him best placed to lead the business, as wall
as effectively contributing to the Board.

- Adecp knowledge ond experience
of the financial sarvices industry and
regulatory environment

- Relationships with key stakeholders, such as
Investors and the Group's banks, enabling
the Group access to funding.

- The strengthening of the Group's
governance framework and thoe
realignment of the Group's culture
mare clasely to the developing necds
ot tho custornear

Current external appointments:

- Non-executive director of |G Group Holdings
plc (including non-cxecutive chairman of
MGrth Arnerica G}

— Trustoc at the Grange Fostival

- Trustee at Peoce at the Crease

Neeraj Kapur D
Chief Finance Officer

Appointed: 1 April 2020

Tenure: 3 years

Career and experience:

Neera) was Group Chicf Financial Officer

af Socure Trust Bank plc, a UK retall and

SME bonk, He is on expernienced chicf
financial officer with o strong retaill banking
background, including consurner finance
ond savings products expertise He brings
versatilty and intellectual agility to the Board
and Group Executive Committee.

Mo Momination Servinnittoe
Re Remuneration Commitice
Ri Risk Committee

O Committoe Chairman

Neeraj’'s contribution to the Board,

key strengths, skills and reasons

for re-election:

As o gualified cccountant, Necraj is
technically strong and has a diverse
background that has included time as a pilot
in the RAF ond an entreprencut ranning his
own business and working in o large-scale
regulated bank. Neergj has a strong retail
banking background. including consumar
finance and savings products expertise,

and hos expericnce in accounting, inance,
professional services, govarnance, operations,
marketing and risk.

- Experienced chief financial officer,

- Significant experience in leading
end-to-cnd finance functions, including
for a bank and other corporates, as welk
s managing accounts for individuals and
small businass ownors

— Proven ability to build effective working
relationships with key stakeholdars,
including regulators, investors and analysts
Deep understanding of, and strong
axpoericnca in, the Group’s sector.

Current external appointments:

- Trustee at Combat Stress.,

- Trustee at The Worshipful Company
of Chartared Accountants.

- Mamber of the finance audit and risk
commitice of the RAF Club.

Andrea Blance N A
Senior Independent Director
(s1D)

Appointed: 1 March 2017
Tenure: 6 yoors

Career and experience:

Androg has extensive board and financial
scrvices experience. She spent hor exccubive
carear at legal & General Group plc,

whore she was g member of the group
cxccutive committee and held a range of
senior leadership roles, including Divisional
Chief Financial Officer, Group Fincncial
Controller, Group Chief Risk Officer and
Strategy and Marketing Dircctor. Andrea's
past non-cxecutive roles include Senior
Independent Dircctor and Audit Committee
Chair at Reassure Group ple. Risk Committec
Chair at Scottish Widows plc and tioyds
Bonking Group Insarance, Non-Executive
Director at The Montoring Fourdation and a
memboer of Williom & Glyn's pre-1PO board
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Board leadership and Company Purpose continued

Our Board continued

Andrea’s contribution to the Board,

key strengths, skills and reasons

tor re-election:

Androa brings a wealth of relevant experience,
including her undersianding of governance,
the regulatory environment and conduct

risk. She has extensive experience of strategy
and customer marketing, complex change,
finance and reporting, IR and stakeholder
managament,

- Experiencod sonior indopendent director,
non-executive dircctor, board cammittee
chair and scnicr leader.

- Deep understanding of the financial
sorvicas industry.

- Track record of working with businesses
at different stages of development
and supporting both growth and
rocovery strategies.

Current external appointments:

— Non-Executive Director at Hargreaves
Lansdown ple.

- Non-fxacutive Dircctor ot Aviva plc

Elizabeth Chambers
Independeant
Non-Executive Director

Appointed: 31 July 2018
Tenure: 4 yocars

Career and experience:

Elizabeth 1s an experienced boaord director.
senior financial sarvices executive, strategist
and markeling leader in the UK and globally
Her previous board expericnce includes
being a Non-Executive Director at Hastings
Group plc, Dollar Financial Group, Hibu plc
{formerly Yell Group) and The Home and
Savings Bank, Elizabeth served on the boord of
Western Unian International Bank and boards
relating to corsurmaer finonce joint ventures
between Barcloycard and othor brands,
such as Argos and Thomas Cook She has
extensive oxecutive expericnce through roles
including Chief Marketing Officer at Barclays
and Barcloycard

Elizabeth’s contribution to the Board,

key strengths, skills and reasons

for re-election:

Elzabeth brings mare than 30 years of
cxperience In stratagy, marketing and product
development across ¢ range of firancial
sorvices As an oxecubive. she has along

track recard of drivirg revenue growth and
solving complex business cheollenges at major
global financial institutions In varicus roles
she has led businesses through brand ¢nd
reputation transformations, strengthened
custormer acquisition and engagement, bullt
inrovative digitol basinesses, and led major
busincss turnarounds

= C-suite marketing ond commuricatiors
exacutlye, board director and strategist
— Proven pacple leader
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- Broad and decp knowledge of financial
services, including crodit cards and
payments products, a wide range of
customer loan scgments and marketing
in @ regulated environmaent

- Substantial expertisc in turnarounds, as well
as M&A and cultural change.

- Wide exposure tointernational operations
and the unigue challenges of lcading them

Current external appointments:

— Non-Executive Director of University of
Colorado Health Authority {non-profit).

— Non-Exscutive Director of Evelyn Partners
and its subsidiartes,

- Non-Exccutive Director of TSB Bonk Plc

- Advisor to Currensea Limited

— Operating Parinar for Scarchlight Capital
and its portfolic companies.

Paul Hewitt
Independent
Non-Executive Director

@

Appointed: 31 July 2018
Tenure: 4 years

Career and experience!

Perulis an expericnced chief financial

officer, chairman, non-executive director

and oudit committee charr who operates

in @ numiber of different sectors. Paul's past
non-executive director roles include chainng
the audit committees of Tokio Maring, Kiln,
NEST Corporation, Tesco Bank, Collins Stewart
Hawkpoint, Charlos Taylor Plc ana GMT Global
Aviction. He bagan his executive careerin
finance, working for over 20 years as a finance
director of various companios, culrminating

in becoming Deputy Group Chicf Exccutive
and CFO of the Co-operative Group between
2003 and 2007,

Paul's contribution to the Board,

key strengths, skills and reasons

for re-election:

Poul's varied ond wide-ranging career is built
ana successful career in fingnce He hos o
track record of creating and realising valie
for shareholders and has worked ccross o
narnber of sectors including financial services
technology, healthcare, retail and business
services Through his non-executive roles

he has helped savoral ranagement teams
adapt their business models to respond to,
ard anticipate. changes in thair campetitive
and regJlatory ervirenments. In both his
exccutive and nor-exocutive career he has
hod oxtensive expanence of ransactions ard
ensJring that basirosses have an appropricte
financial structure

Expericnced ron-exacutive diractor,
charman and chiet firancicl officer
Broad experience of the inansial services
irdustry onc the regulatory ervironment

- Strong track rocord in celivering gooa
returns for sharekolders.

- Extensive expericnce of tronsactions
Brocd gxperience as both an sxacutive
ond a ron-exzcdtive of developing and
chalienging business strategies.
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- Has helped several management tcams
cdapt business models in anticipotion of
changes in thewr environments and markets.

Current externaol appointments:

- Non-Executive Director of Ombudsman
Services Limited.

- Nan-Exccutive Director of (CNH Limited
ftrading os DrDoctor).

- Non-Exccutive Duirector of E-Negotiotion
{trading as Amicable)

— Non-Exccutive Director of Optaltix Limited

Angela Knight
Independent
Non-Executive Director

Appointed: 2i July 2018
Tenure: 4 years

Career and experience:

angela has extensive expericnce m both the
public and private sectors. Prior to joining

the Board. Angela was CEO ot Energy UK,

the British Bankers Assaciotion (BBA, now

the UK Finance) and APCIMS {now Personal
Investment Managerment and Financial Advice
Association} She was previcusly a Mombaer

of Parliarment and Treasury Minister betweon
1982 and 1997 and was the Charrman of the
Office of Tax Simplification from December
20t5 to March 2019, Previously Angela was also
o Non-Exocutive Dwector at Taylor Wimpey
plc and Senior Independent Director at

TP ICAP plc.

Angela’s contribution to the Board,

key strengths, skills and reasons

for re-election:

Her experience in the public sector means
aAngelo hos a strong understanding of the
expectations of regulators and other public
stakeholders. This combination meaons

she is ¢ skdled director who knows how to
manage organisotions and how to challenge
management to deliver. Angela’s thought
leadership, technical and policy skills, as well
os a deep understanding of the firancial
scctor. are demonstrated through her
leadership of the repositioning of Energy Uk
in the energy sector and of the BBA throwgh
the barking crisis.

— Experichcea Government Minister, CEQ,
chair and non-exacutive director.

- Wealth of knowlegge of the finencial
sefrvicos sector

- Deep krowledge of regulatea industries.

- Adept at solving difficult problems with
effactive solutiors

- Unaarstanding of public presentation, in
particular as a proficient public speaker

Current external appointments:

- MNon-Exsccutrve Drrector ot Arbutnro?
Letnom & Co

~ Mon-Exncutive Direclor ctEncors Capital
Croup Inc

- C-ararPosolReinsuronce Comoany Limited




Graham Lindsay
Independent
Non-Executive Director

e

Appointed: ) apnl 2015
Tenure: 4 years

Career and experience:

Graham has held a number of senior
executive roles, including responsibility for
the toyds branch network and as Corporate
Rosponsibility Dircctar Grahom joined the
Wonga UK board in 2018 as part of the new
leadership team engaged to improve the
business and deliver change. Graham sat
on the board of the Institute of Banking &
Fingneial Services and on the Professional
Standards Board He is Scnior Independent
Directar at One Family, a rmoutual ife
assurance business.

Graham's contribution to the Board,
key strengths, skills and reasons

for re-election:

Graham brings to tha Board cxtensive
experience in commercial and retail
banking following a 40-ycar carcor at Lioyds
Banking Group and a deep understanding
across various distribution channels
Graham has hod demenstrable success in
focusing organisations or: their customers,
ensuring thoy are at the heart of decision
making and product design. Graham also
has a strang appreciation of tha Group's
regulatory environment,

= [xtensive customer knowledge, strong
customer focus ond o track record of
enabling and overseeing businessos
to ensure that they put the customer
at the heart of what they do.

- Significant stakeholder
engagemaent expernonce.

Current external appointments:

= Scnior Independent Director at OncFamily
and Chair of the Pensgion Trustee Board,

— Vice Chair and Trustee at the Brain
Tumour Charity.

Margot James N Re C
Independent
Non-Executive Director

Appointed: 27 July 2020

Tenure: 2 ycars

Career and experience:

Margar served 05 6 Momber of Parlament
between 2010 and 2019 and has held a number
ot ministerial offices, lattarty as Minister of
State for the Departrent of Digital, Culture,
Media & Spart, where she championad the

interests of both industry and consumaers in
the digital warld. tn hor role as Parhiamoentary
Under Secrotary of State at tha Department
for Businoss, Enorgy & Industrial Strategy,
Margot had responsibility for small businesses,
consumars and corporate governance,
including lakbour markets and the retail sector.

Marget’s contribution to the Board, key
strengths, skills and reasons for re-election:
Margot has a wide-ranging successiul carcor
in both the public und private sectors Her
public sector experience provides Margot with
@ strong understanding of the cxpectations

of regulatars and other public stakeholders.
as woll as strong knowledge of corporate
governance, labour markets and the UK's
technology and retail sectors She has o trock
record of driving value for sharchaolders and
has a demeonstrable record as a successfut
entreprencur and CEO.

- Experienced Government Minister
and Member of Parhament.

- Results-focused entreprensuridl
brusincss owner.

- Streng track record as a CEQ
and business leader.

- Non-executive director and
chair expericnce.

— Decp governance knowledge

- strong refationships with widor stokehalders
inavariety of scctors

Ccurrent external appointments:

- Executive Chalr WMG at the Univorsity
of warwick.

- Emeritus Governor of the Londaon School
of EConomics.

— MNon-Executive Chair at Taso Advisory.

Michele Greene N R C
Independent
Non-Executive Director

Appointed: 3 Morch 2023
Tenure: less than 1maonth

Career and experience:

Michela s o highly experienced finance
profossional at exccutive and Board levol,
She has held senior roles at Virgin Money
cand MBNA Europe Bank and. prior to that, she
worked across various tinance functions at
Goldman Sachs, Credit Lyonnais gnd KPMG
Duw'in. At Virgin Money, Michele was Dirgctor
of Strategic Development, where sho was
responsible for establishing o credit card
business on a newly built IT plotform and was
subscguently appointed as the Managing
Diroctor of the Virgin Monoy Digitol Bank. Prior
to that she was the Chief Financial Officer of
MBMNA Europe Bank betweoen 26005 and 2013 In
2018 Michele co-founded of Molelo Limited,

a boutique advisory company spacialising
inhelping companics in the payments and
unsacured lending space

Michele's contribution to the Board, key
strengths, skilis and reasons for re-election:
Michele hos over 25 years' expencnee

ot financial services and retail banking,
particularly Inthe areas of payments and
digital innovation. Michele has bullt sigrificant
cxperence in the developrment and growth

of successtu! banking businosses
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- Extensive experience of financial services
and retail banking. particularly in the arcas
of payments and digital innovation,

— Chartered Accountant and expariensoed
business executive and finance professional
with a strong track record as o CHO and MD.

— Doecp knowlodge within the consumar
credit, card paymeants and digital
banking sector

- Proven ability to build effective working
relationships with key stakehelders,
including regulotors, investors and onalysts

- Non-oxecutive director and chaoir
exponenco.

Current external appointments:

- Exccutive Dircctor and co-founder
of Mololo Limited.

- Non-Executive Director of Bank of Ireland
Group plc

- Non-Executive Director with J&E Davy
Unlimited.

— Non-Executive Director of East End
Fair Finanee Limitod.

Melanie Barnett
General Counsel and Company Secretary

Appointed: 18 Augusi 2022
Tenure: less than o yoor

Career and experience:

WMelanie is u senior corporate lawyer and
formarly Head of Corporote, Group Corporate
Structuring at HSBC Holdings ple, with two
decades of multi-jurisdictionol experience
across o brood range of transactional and
regulatory matters.

Melanie achicved a First Class Honours Degree
in Law at Excter University and LPC Distinction
at the University of Law, Her carcer started at
Norton Rose Fulbright in 1998, qualifying as

a solicitor in 2000 Gver the next eight ycars,

Melan'e specialised in Corporate Finance work,

progressing to Cf Counsel in 2007,

In 2008, Mclanic transitioned to HSBC Haldings
as Associate General Counselin the Group
tegal team, prioritising the Group's proprietary
M&A rronsactions and general corporate and
public markets advice. Melanie progressed

to become Head of Cerporote, Corporate
Structuring in 2013, where sha lod the legal
teom on the damerger of HSBC Benk plein
the UK to create HSBC s ring-fenced bankin
response to the 'Too Big To Fail’ reguldtary
agonda, as well as the legal aspocts of
HSBC's global recovery and resolution
planring, including significant restructuring.
Melanio joined Vanaquis Banking Grozpin
Septombaor 2020

Melanie’'s contribution to the Board, her key
strengths and skills and reasons for election:
Melanic's legal cxpenence has been gained
precdominantly in corporate finance, M&A,
public markets and restructuring work

and providing all aspects of corporate,
commercial and regulatoary advice Molanie
brings extensive oxperience and knowledge

of the financial services seator
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Board leadership and Company Purpose continued

Setting
our strategy

The Group remains committed to our strategy, which you can read about on pages 22-25:

1 People and Culture 2

The refresh of our strategic drivers is detailed on pages 22-25
The Group's strategic drivers were refreshed to more clearly
articulate the Group's vision and Mission, though our Purpose
rermaing consistent with prior years: the Group continues to
exist to put people on a path to a better everyday life and this

is supported by our strategy. The Board reviewed the Group's
strategy and monitered its implementation throughout the
year. Anin-depth review was undertaken of the Group's strategy
at the Annual Strategy Conference, which you can read more
about below, On page 75 you can see a review of Board
activities during the year and how these fink to the Group's
strategy and on pages &1, 75, 7/ and 85, the key strategic
decisions made by the Board during the year are detailed.

The Group recognises the importance of fostering an inclusive
culture to execute our strategy in a sustainable manner. Further
details on the alignment of cur culture with our strategy are

on page 79.

In continuing to develop our vision and Mission, the Group
has recently enhanced the cultural framework through the
addition of a clear articulation of the values and behaviours
which should guide decision making.

Effective governance supporting delivery

of strategic aims

In cccordance with our Purpose, vision, Mission, and strategy,

the Board oversow the embedding of the integrated operating
model, as approved and reported in 2021 Throughout the year,
the Board of vanguis Bank Limited operated alongside that of the
Company. This has delivered a streamlined governance structurg
and reduced cduplication, thus enhancing strategic oversight
Both the Board and the Nomination Committee received regular
updates on the embedding of this operating model, which was
also facilitated through the formation of dedicated, executive-led
sub-committees. As part of a continuation of this strategic aim,
the Board appraved the re-naming of the Group as detailed
onpage 75,

As documented in the Matters Reserved for the Board,

the Boord has sole responsibitity for setting the Group's
strategy, reviewing its implementation, ond overseeing

the Group's operations thraugh the effective monitoring

of internal controls and risk managernent. The Board has
delegaoted authority, as appropriate, to the Group CEO and
ite committees (see page 88, s articulated In the Group's
Dalegated Authorities Manual). This supports effective
decision making through minimising duplication, ensuring
those with relevant expertise scrutinise any proposal and the
clear delineation of responsibilities. This effective delegation
matrix ensures that Board attention is focused on matters of
strategic importance, whilst the design of the Group's Board
papers ensure that long-term considerctions and the impact
on the Group's principal risks are considered as part of any
strategic decision making.

74

Growth and
Sustainability

3 Customer and
Community

Committees supporting strategy

In carrying out their roles, the Board committees support the
delivery of our strategy. The role, remit and activities of each of
the committees of the Board are surnmarnsed on page 88 and
in the committee reports on pages 85 to 1. The Cormmittee
Chairs report to the Beard at each mesting on the work of
their committee and escalate any concerns or risks for the
Board's attention. KPIs are regularly reported to the Board,
through management reports, to monitor the implementation
of our strategy. The Group CEC and CFO produce separate
reports to the Board, which include KPIs relating to operational
perforrmance, financial performance and performance against
budget and strategy.

The Executive Committee, comprised of senior management
and chaired by the CEO, is responsible for developing,
proposing and implementing Board approved strategy in line
with the culture, Purpose and values of the Group. In doing so,
it is responsible for managing the Group’s strategic risks and
divisional risks alongside the Risk Committee where these risks
are overseen in greater detail.

Long-term sustainable growth

Sustainable growth underpins all three elements of the Group's
strategy. In June 2022, the Group held its annual Group Strategy
Conferencas (the conference), attended by the Board and the
Group Executive Committee. The agenda for the conference
was developed by the Group Executive Committee, with input
and direction from the Board. A key theme of the conference
was the continued transformation of the Group, following the
wind-down of the CCD business and the re-naming (see page 75).
Consequently, discussion at the conference focused on the
transformation of the customer service model to ensure cohesive
customer outcomes (page 3-5) and the unification of the Group's
technology systems (poge 51 as part of the continued embedding
of the refreshed operating madel. The macroeconomic
conditions and uncertainties experienced during 2022 were
also a key area for discussion. The potentialimpact of the
sconomic environment on the Group's long-term sustainability
and prospects for growth remained under scrutiny throughout
the year, with updatsd budget assumptions being presented
to the Board periodically. The output from the conference was
integrated into the Group's budget and five-year plan, thus
informing the implementation of strategy.
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principal decision: Re-noming of the Group

The Board approved the re-naming of the Company to Vanquis Banking Group ple.

Decision making process

In recent ycors, the Group has evolved how, and to which customars,
it provides credit Thig has resulted in crodit guality across the Group
improving wignificantly, as illustrated ky tho Group’s canuiil uverage
credit nsk mare than halving since 2012, Buring 202, the Group's
cvolution continued and involved the closure of its home-caollected
crodit businoss, which carried the ‘Provident” brand The Group chose
to focus on its credit cards, vehicle finonce and personal loans
apcrations in the mid-cost and near-prime parts of the market,
Accordingly, the Group has decided to change its name to Vanguis
Ganking Group ple in regognition of its new and future mixof icnding
products and its ropositioning os a speciolist banking group In June
2022, the Boerd considered in depth the rationale far, and implications
of, the re-noming at the annuo! Group Strategy Conference In
September 2022, the Boord considered on implemeantation plan for
tha re-naming which outlined the statutory requirements, regulatory
implications, stukeholder impact and proposed customoer messaging
The Board approved the re-naming in principla and, considering

tho relevant exportiss of its members, established o ‘Re-narming
Sub-Committae’ of the Board 10 cversce the implementation The
Board recommend that the management tcam scok third-party
guidance and advice where required. In January 2023, the Board
approved the announcerment of the re-narming in the Company's
fourth quarter trading update

Long-term consequences

The Board considered the long-tarm consequences of the re -naming
ir the context of the Group's wider strategy, vision, and Mission and
how tho Group has evolved how, and to which, custornors it providos
cradit to. The Group's strategic Purpose 1s to be the first-choice bank
for people who can't aceess traditioncl lenders and the renaming of
the Group puts its Purpose as a bank at the forefront of 1ts branding.
The Board scrutinised the potential risks of the re-narming which
included the risks inhergntin any significant change, IT infrastructure
implications and pozsible rieputational conscquonces The Board
agreed thot the risks could be mibgated through strong projoct
management and noted that the re-naming would have no structural
implications for the Group’s businesses The Board further noted that
the re-naming and improved clarity oround the Group's Purposa

as a banking group facilitated the potential expansion of the brand
and thus improvod the prospects for growth.

Links to stakeholders Links to strategy

Links to stakeholders Links to strategy

Customers communiting

1 Pecpleond Cutture

Investors Govarnmeant
2 Crowth and sustainability
Colloaguas Supphers

Rogulaors Ponsionors 3 Customer and Community

Db provide s
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2 3 Linkstorisks P5

Lirtks to risks

Stakeholder implications

The Rourd considered the implications for all stakeholder groups
and had duoregard to its 8172 dutics thrniighout the decision
making process The Board considered the market and investor
perception of tha re-noming, noting that, notwithstanding the
challengas detailed below, the re-noaming aligned mare closely
with the Group's Purpose and strategy Customar impact was
considored, ond qualitative rescarch provided, which indicated
that customars would welcoma the re-naming and highlighted
the positive perceplion of the Vanquis name The Board discussed
colleague attachment to the Providont name, as well os those of
the Group's subsidiary businessos, and acknowledged the need to
balance arespoct for the Group’s history with a forward-iooking,
growth mindset. The Group engaged with the regulators ot an early
stage in the re-pronding process to enaure that tho regulators had
no objeettons to the re-naming and to understand the regulotory
requirements for the change.

Challenges

The Board recognised that, whilst the re-naming aligned maro
closely with the Group's Purpose and the refreshed strategic pillars
and drivers, there was collcague and customer attachment to the
Provident brond and o need to value and respect the Caompany's
long history. The Board noted the multitude of actions required
following the re-brand including collcague email address changes,
website updatas and supplicr contract amendments, and
recognised that a transition pencd of up to three manths would be
required to fully embed the re-brand The cost of the project was
considercd in the context of the long-term bonefits.

The Company changed its name to Vanguis Banking Group ple
on 2 March 2023,

Links to 5.172

Links to s.172

Tha likely consequrnees of any

P Find oui koy nsks s
dacigion in tha long term

on pagea 59

Tha interests of employecs

Dusiness relat onships with
supphers custnmaers and othors

The: imeact on tha cormmunity
and the environmaont

Maintaining o reputation for high
standards of business conduct

acting fairly as betwoon membaors
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Board leadership and Company Purpose continued

Promoting long-term sustainable success:

Board focus areas during 2022

Board meetings follow a carefully considered agenda that is agreed by the Chairman, in conjunction
with the CEOQ and General Counsel and Company Secretary.

Agendas includes items scheduled in advance into our annual agenda planners, but also items in response to iImmediate
issues arising or matters raised in previous meetings or outside of meetings Typically, cur Board meetings include reports

on operctional and financiol performonce, governance motters ond chosen deep dives into areas of strategic importance.
The following poges provide examples of key Board activities during the yaar te provide an insight into the Board's deliberations
and priorities and how the directors promoted the success of the Company.

Links to
Strategy 1 2 3 Links to s.172 stakeholders
Reviewed the cutcome of a review of our cards business and cards platform strategy
Oversight of the cards business and piatform strategy, Including the key opportunities for our cards
business, and the actions required to implement the strategy and deliver value for custorners The Board
monitored progress ogainst the cords strotegy ond the aclions implemented to deliverit,
Reviewed the Group's loans business and loans platform strategy
Oversight of the loans business strategy. including the market opportunity, affordebility processes,
tachnology plans and the outcome of the loans product pilots undertaker The Board approved the
techrology plan to move the open market loans product onto the Group's new IT architacture and
approved the finanaat plan for the loans business.
Reviewed our vehicle finance business review and strategy
Oversight of the vehicle finarce business, iIncluding an update on the vehicla Finance customer base how the
business’ good reputation hus supported its success, the competitive landscope and growth opportunitios
Re-naming of the Company and Group
Sec poage 75 regarding the decision to change the nome of the Company and Group
Reviewed the Group’s external and internal communications strategy
Owversight of tha Group's external and internal communications stratagy ond how this was aligned to the
Group's Purpose ond secictol role The Board considered who the Group's stakenolders were ond how the
Group was porceived by them, The Board alse considered how it measured the delivery of theats Purpose
Reviewed proposai for launch of new secured product affering
COversight of a proposal, which was approved by the Vanguis Bork Limited Board in Novernbor 2022,
for the launch of @ new secured product offening of secend charge martgages This included oversight
of the nsks and opportunities and the regulatery and customrer considerotions

Links to

Budget, financing and performance 2 3 Links tos.J72  stakehelders

Reviewed operational and financial performance at each meeting
Oversight of the finarcial and opeorational performance of the Group against the agreca buaget and plan

Reviewed the Group's ICAAP document
Approvel of the Group's 2021 ICAAP document cnd oversight of the approach ta preparation of the 2022
ICAAP The Board also reviowed and approved updates rrade to the ICAAP docurnent during the year.

Reviewed budget

Approval of the Group's badget, ensuring adecutte resoJrces were in place for the Company to
mectits objectives In approving the budget, the Board considered G range of 1ssues, including the
mocroscoromic and strategic cortext; the pasis of preparation ong forecostoo parformance; tho
techrology ond change rvestrrent aclivity, Investor expectations; and tha nsks and opportunitics

Reviewed intra-group funding
Sea page 85 regarding the decision to make chorges W the Group's Intre-group lending approach:
foliowing the Group’s Core UK Group warer apphzation.

See key on page 75 for links to strategy, fisks, 5172 and stakehclders
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Principal decision: Dividend pay-out ratio

As enabled by the Group’s strong capital position, on 31 March 2022 the Board announced an interim dividend in relation to the 202]
financial year and its anticipation that the Group would move towards a pay-out ratio of circa 40% of adjusted earnings from the

2022 full year onwards.

Decision making process

Retlectimg thie Buud's confidence in Iha Sroup s aniity 1o dzliver
attractive and sustainable growth and returns for sharcholders, the
Board considored a proposal that the Campany communicate to
tho market its expectotion that it would move to a dividend poay-out
ratio of circa 40% of adjusted earnings from full-year 2022 onwards.
In making its decision, the Boord considered the strategic and
macroeconomic context, including the wind-down of CCD and the
expectations of the macroeconomic environment on impaoirmaent

Long-term consequences

The Board roviewed the affordability of the dividend poy-out ratio
propesed, Including the Group's profitability, liquidity ond capital
position. It was agreed that the Group had sufficient resources

and thot the Group's copital plan was supportive of the progrezsive
dividend pay-out approach. The future direction of the Greup

was also considered. The nsks of the proposed opproaeh had

been ossessed, in addition to the Company’'s going concearn

and viabllity assessments which were reviewed by the Board

at the same macting.

Links to stakeholders Links to s.172

IT, cyber and resilience 2 3

Stakeholder implications

The opinions of the Group's brokers, Investors and the markat

waore considered, in addition to market practice tor dividend
payments of other mid-range banking groaps n setting a future
dividend strategy, the Board was required to consider the differing
cxpectotions amongst its sharcholders regarding dividend
paymoents and agree the appropriate approach for its sharcholders
as awhole.

Reputation

The Boord considered the reputationalimpact of returning to dividend
paymonts, noting that it demonstrated, including to regulatars,

the Board's contidence in the performance and future prospects

of the Group

Links to risks P1 P2

Links to

Links to s.172 stakeholders

Reviewed the Group's IT transformation strateqy, risks and cyber security strategy

= Ovarsight of the Group's [T transformation strategy and oparoting model, and how this supported the
delivery of the Group's overall strategy The Board sought to ensure appropriote prigritisation, planning,
resourcing and risk management in relation to the delivery of the Group's IT change pregromme

- Owversight of the Group's IT opportunities, successes, challenges and risks. The Board was ableto
provide challenge to ensure that appropriate mitigating actions were in place to address arcas

of ITand information security risk.

— Oversight of the cyber seourity risk posed to the Group and financial services sector and of the Group's
strategy and activitios to respond 1o cyber security risk and strengthen the Group's security. The Board
considered the regulatory cnwvironment and expectations in relation to cyber security, the Group's cyber

security operating modcel and its cyber insurance arrangernents.

Reviewed the Group's operational resilience arrangements and plans

To rneet requirements set outin the 2021 FCA and PRA Operational Resilicnce Regulations, the Board
reviewed and approved an operational resilience self-assessment und the resulting action plan to
ensure compliarce by the requisite deadline sot out in the regulations The Board monitored progress
of the oction plan The Board also oversaw the Group's business contindity rmanagaeraant arrangements

and enhancernents to these during the year

Governanceandrisk 1 2 3

Links to

Lirks to 5.172 stakeholders

Received regular risk updates from the Group Chief Risk Officer

Ovarsight of the of the Group's principal risks and the position against risk appetite, key risk prioritics
and regulatory matters, including regutatary engagerment activity, This allowed Boord oversight of any
changes made 1o our principal risks and risk appetite determined by the Risk Committee. Sce page 108

for more information on our Risk Committed’s rolo and activitios

Reviewed changes to the Group's corporate governance framework to reflect the
substantial alignment of the Company and Vanquis Bank Limited Boards

Approval of changes to the Group's Governance Manual, Delegated Authorities Monual and Board
appointment pracaess to refloct the changes to the Vanquis Bank Limitod Board, as announced in
Jonuary 2022, ond to suppott the creation of a simpler, more efficient Group governance structure, whilst

streamlining and enhancing our handling of corporate governance,

Reviewed our ESG priorities and progress

Oversight of the Group's environmental, social and governance prioritics and the progress made, incleding
the important role the Group plays in highlighting tha impoact of such issues, including low carbon intiatives,
on its customer basc, Consideration was given to the Group's approach to environmental targets and
scope 2 greenhouse gas emissions reporting. The Board provided oversight of the Group’s community
invostrmont strategy Please see poges 26 1o 49 for more information on our ESG strategy and activities.
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Board leadership and Company Purpose continued
Promoting long-term sustainable success: Board focus areas during 2022 continued

Links to
Peopleand cuiture 1 2 3 tinkstes.172  stakehoiders
Reviewed and discussed the outcomes of the full and ‘pulse’ Colleague Surveys
and action plan developed from results
Board intormed of the themes, issues ond insights provided by Colleague Surveys regarding colleague
engogemant, wellbetng and views on key issucs such as inciusion and diversity The Board provided
aversight of management's action planning approach to address opportunity areas highhghted
by colleagues through the surveys. Sce page 38 for morg information on our colleagucs
Reviewed delivery of the executive directors, non-financial objectives
Ovarsight of the delivery of the Group's non-financial scorecard, working with the Remuncration, Risk
and CCE Committees The Board reviewed and agreed performance against tha non-financiol objectives
under its review See pages i, 130 and 131 1 our Rermunerdation Report rogarding performanee against
the nen-financial scorecard during the year
Reviewed pensions funding strategy
Oversight of the funding strategy for the Group’s ponsion schamc.
Reviewed the Group's property strategy
Approval of changes 1o the Group's lease of its offices at 20 Fenchurch Street, reflecting its adoption
of o hybnd working model and its preperty stratogy
Reviewed the implementation of changes to deliver the Group's target
operating mode!
Oversight of changes made to deliver the Group's now target operating moedal, including the bencfits of
the changes and the impact of the changes on colicagues and colleagues were being engaged on the
changes The Bodrd was dlso updated an how our manogement goverpance framewark would change
to reflect our new operating model
Reviewed whistleblowing activity and processes
Gversight of whistleblowing activity and analysis of that data The Boord also recaived an update on
the processes and controls in place across the Group in relation to whistleblowing and enhoncements
to these identified forimplementation during the year,
Links to

Customerandregulatory 1 2 3 Links to s.172  stakeholders
Reviewed the Group's Senior Manager Function framework
Board kept apprised of the framework in place to support cempliance with the SMCR, including changes
to enhance the famework support and troining provided to senior managers. controlled function holdars
and material risk takers to support thern to maet their regulatory respensibiftios
Reviewed the overall quality of the vehicle finance portfolio
As part of its oversight of the vehicle finance business and the Group's strategy, the Board held a'decp
dive’ sessiorn on the quality and arrcars perfarmance of the vehicle finance portfolo against the Group's
strategy to focus on the mid-cost and noar-prima sectors
Reviewed the Group's Consumer Duty implermentation plan
COversight of the dovelopment of the Group's Consumer buty implementotion plon ond opprovol of the
plan. The Risk Commitice provided dotailed oversight of the davelopment of the Group’s Consumer Duly
implementation plam; se¢ page 108 for more dotails

Looking forward to 2023, focus areas are expected to include:

= newgrowth opportunities across Cards, - investrment in our technological capabllities; and

Loans and Vehicle Finance; . .
-  potential new lending products.

- maintaining our capital and liguidity strength;
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The Board:
our culture

A great deal has happened since our Blueprint was introduced
and, with several significant structural chollenges behind us,
we had the opportunity to strengthen our brand position and
continue towards our Mission to be the first-choice trusted
lender for customers in our market. Te support this, we have
refreshed our Blueprint, s¢ it is relevant today and fit for

the future of our business, We have developsed o clear and
compelling strategic narrative te help us communicate and
engage with colleagues across the business. A refreshed set
of values and behaviours that will help strengthen our culture,
and drive competitive advantage and commercial succeass
has been developed. During 2022, management focused on
communicating with colleagues about the refreshed Blueprint
and key messages regarding cur Purpose, Mission and culture,
through a campagign on our Purpose.

Refreshing our business values to underpin

the culture we want to create

As wiea continue to deliver our strategy which vall ensure we can
keep on helping to put pecple on a path to better everyday
life, we know that our success cannot happen without our
people. We wanted to create the conditions for colleagues
and future talent to thrive, and at the heart of that lies our
Purpose and values

Leading
by example

4

Aligning
culture and
incentives

While we have a compelling Purpose that articulates our ‘why,
our values and behaviours were not yet guiding decision
making across the Group, and it was agreed we needed
values that created alignment, consistency and cohesion.

To get this right we set out to explore our culture with input
from colleagues representing all parts of the business, at all
levels. Thig insight informed the creation of a shared set of
values that, cnce fully embedded, will form a fundamental
part of our brand and.

- guide decision making;
- deliver consistency; and
- bring pecple and teams closer together

we gathsred insight by blending gualitative and quantitative
approachses. We then defined key themes and created o set
of value statements which were tested with colleagues who
participated in the initial discovery phase. Once the values
are confirmed we will set out to launch and embed thase
across the business. Over time they will form an integral part
of everything we do both informally and formally. They will

be part of cur brand, our objectives and our performance
management process ond ultimately be central to our ways
of working with each other and our customers.

2

Embedding
our culture

3

Assessing
and monitoering
culture

vanguis Banking Group ple Annual Report and Financicl Staternents 2022 79

aJuDWIBA0S



Board leadership and Company Purpose continued

The Board: our culture continued

1 Leading by example

As o Group we aim 1o foster a culture where everyone is
treated with dignity ond respect and feels empowered ic be
themselves. Our culture is evolving but our Purpose (page 20}
remains the same. The Board is responsible for ensuring that
the governance framework supports the embedding of the
desired culture. This is underpinned by an appropriate flow of
information, enabling the Board to aversee management and
challenge performance, culture, and strategy. Our Board
understands that a strong culture, supported by good
governance, enables long-term growth and generates
sustainable value for our stakeholders. Qur Board and
committeas continue to align and menitor culture through
regular reporting at the meetings. The Board sets the tone and
expectations to ensure that the Group’s decision making, and
behaviours are guided by a set of values which enable the
achievement of the right outcomes for our stakeholders, You
can read about how the Board has had regard to the interests
of our stakshoiders and thelr 2172 responsibilities to deliver
long-term growth on pages 50 and Bl and about the role and
activities of our CCE Camrmittes on pages 100 to 102.

The changes reported last year to the Group’s operating
model have sought to support greater collaboration and
consistency across the Group, with the Group's corporate
support teams (Finance, Legal, Enterprise Risk, Audit,
Infermation Technology and Data Protection) now operating
as centralised functions.

The Boord recognises the importonce of colieague feedback
to embedding cur culture and taking action when needed
This feedback is collated through various mechanisms such

as the Colleague and Pulse Surveys, the speak Up Dashboard,
Colleague Forums, policias and whistleblowing tools, the output
of which is reported through varicus Board committees.

Our inclusion and diversity amiition remains to build and
sustain an inclusive culture and diverse workforce which will
help us ta respond ta the needs of our diverse customer base
and support our Purpose of putting our customers on a path
to a better everyday life. During the year management carried
out a review of the governance framework supporting the
inclusion community and have gligned o new sponsor to each
of our Affinity Groups Our Nomination Comrnittee oversees
our performance in relation to diversity ond inclusion, and
further details can be found on pages 98 1o 99

2 Embedding our culture

In June, members of the Board visited our Bradford office

and spant time with our custormer-facing colleagues, which
invalved some customer call listening In addition, there was o
‘speed dating’ session where collsagues were invited to spend
@ short time getting to know @ Board member on a one to one
basis. There was aiso an Engagemeant, inclusion and Wellbeing
session held, which Graham tindsay and Margot James attended
with members of the Group Executive Commitiee. This was a
panel discussion with over 60 colleagues in attendance. This
gave our Board the opportunity to introduce themselves and
also for colleagues o hear their experiences and thoughts

on engagement, inclusion and wellbeing and for colleagues
to give theair feedback to the Board.

80

our Designated Non-Executive Colleague Champion,

Graham Lindsay, has attended Colleague Forum sessions
during the year at our Chatham and Petersfield sites. Andrea
Blance, our SID and Chair of the Remuneration Committes,
and Patrick Snowball, Chairman of the Board, have joined
Graham at some of these events. At each event, time has bean
dedicated to ensuring thare is a two-way conversation and
sharing of views on different colleague mattaers such as floxible
working, colleague wellbeing and the cost of living challenges

Following the move to the shared services model, the Colleague
Forums now meet as one group. In addition to attending quarterly
forum meetings, members of the Board have also attended

o number of Vanquis Banking Group offices, meeting with
colleagues for informal drop~in sessions during the course of
this year The resurmption of this activity has been well received,
following the removal of trave! restrictions post-Covid-19.

We have continued to engage the Colleague Forums on
developing the hybrid working culture, the implementation

of the Group Reward Framework, harmonising our people
policies and collactive consuliation relating to closure

of the CCD business.

3  Assessing and monitoring our culture

The Group Designated Non-Executive Colleagueg Champion,
Grahom Lindsay, provides a valuable link between the Boord
and the Company’s workforce through the Colleague Forum
meetings, ensuring that the employee voice s reloyed directly
to the boardroom. Graham alse chairs the CCE Commiittee
You can read more about Graham's stakeholder engagement
in his Q&A on page 86.

The Board monitors the alignment of the Group’s culture

with our Purpose, values and strategy, through a variety of
mechamisms, cuitural indicators and reporting linegs including
those summarised below:

- feedback via the Colleague Forums;
- feedback on our ‘Pulse’ and annual surveys;

- monitering the KPIs of the Blueprint Dashboard including
turnover and absenteaism rates;

- the Speak Up Dashboord, including whistleblowing coses
and colieague grievances,

- promptness of payments to suppliers: and
- gender pay gap disclosures.

The Board measures the Speak Up culture through its

annual Colleague Survey. This year we conducted the Pulse’
survey in March 2022 and a Group-wide Colleague Survey

in November 2022, You can read more about our colfeague
engagement initiatives on pages 82 to 83 and find the results
of our surveys on page 39, Actions are identified based on the
lowest scored guestions and tracked by the Board in order

to improve engagemaeant and make the Group a hedalthier
place to work.

Over the past year the Speak Up scores have improved,
notably in relation to the colleague voice and a culture where
openness is encouraged. Our Colleague Survey results are
reportad to the Beard, action plans are developed and focus
sessions hald The most recent survey was undertaken in
November 2022 and had a response rate of 79% (2021 71%)
The survey implied that 81% (2021 84%) of colieagues agreed
that "People help and support each other here” and 82%
{2021 81%) of colleagues agreed "l can be myself al work”,
both encouraging outcomes which point 1o the kind of
supportive and inclusive culture we want to create
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The Board and its committees provide appropriate scrutiny
and challenge of management and receive assurance over
the Group's appreoaches to managing risk and business
integrity matters. The Board confirms that, through the
activities of the Risk Committee, a robust assessment of the
principal and emesging risks facing the Group including those
which have o potential impact on the strateqgy ann he fonnd
within the Risk Committee Report on page 110

Key outcomes of 2022 engagement survey
The following questions point to continued high

levels of commitment and discretionary effort from
colleagues as demonstrated by high positive response
to questions such as:

1. Qur Purpose

lunderstand our Purpose and what we are trying
to achieve

84% (2021 23%)

2. Your manager
My manager treats me fairly with respect

9 0 % (2021 89%)

3. Engagement
care gbout the future of the Group and my division

8 3 % (2091 84%)

4. Working together
Pacple help and support each other cut here

8] % (2021, 84%)

5. Be yourself
lcan be myself at work

82% (2021 81%)

People metrics and KPIs

Colleague forum meetings in 2022

4 (2021 4)

79%
Q of colleagues took part

in the November 2022 survey (2021 21%)

4  Aligning culture and incentives

We invest in our colleaguas through recognition, reward,
development, wellbeing, the working environment and culture.
Colleagues are recognised through our new ‘Better Everyday”
recognltion platrorm and our ‘Perks ul Wurk' schermne, which
offers colleagues in-store and online rewards and discounts,
online training courses and mental wellbeing courses.

The Remuneration Committee reviews workforce remuneration
policies and practices and assesses their alignment with the
culture and strategy of the Company. Gender pay gap disclosures
are dlso considered annually to ensure practices are consistent
with the Company's values. Further work of the Remuneration
Committee can be found on pages 119 to 151, Andrea Blance
and Graham Lindsay engaged with colleagues on the alignment
of executive director and wider colleague reward structures.
Ensuring that we continue to support our culture with regard to
overall compensation is an important part of our non-financial
scorecard which impacts all Colieagues’ compensation. In 2023,
the culture matric is linked to our People and Culture pillar (which
contains our targets on colleague engagement, diversity and
inclusion and culture). For the large majority of our colleagues
this pillar will drive about 13% of their bonus opportunity.

We are linking risk culture to our performance, with the
enhancement of the Risk Management Framework through
the introduction of a mandatory, individual risk management
objective for all colleaguss across the Group. This will further
demonstrate the importance of risk management and support
the embedding of arisk-centric culture

Colleague wellbeing

we recognise that colleague wellbeing is central to
the creation and embedding of our desired culture.

All colleagues are given dccess to dedicated
professional mental wellbeing support and have
access to an Employee Assistance Programme (EAP)
provided by Health Assured; the service is designed to
help colleagues deal with personal and professional
problems that might be affecting their home or work
life, health or general wellbeing.

We also support colleague wellbeing in a number of
other ways, such as through mental health training
and Mental Health First Aiders, as well as the ' Thrive’
application which enables colleagues to confidentially
cccess materials that manage stress, anxiety and
related conditions. For more information please

see our ESG Report on page 39.

Colleague engagement scores
which are aligned to the Group's
Furpose and culture

6 8 % (2021 69%)

Number of colleague volunteering hours

],0 ] 4 (2021 425)

{2021 96% and 4%)

Suppliers paid in 30 and 60 days

94% and 4%

Better Everyday Index, bringing our
Blueprint to life, changing the culture of our
business and taking people on the journey

6 0 % (2021 81%)
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Stakeholders

Stakeholder engagement

and decision making

The Group is driven by its Purpose of helping to put people on a path to a better everyday life. Acting in the
interests of our key stakeholders is critical to delivering this Purpase and achieving our Mission of being the
first-choice bank for people who are excluded from accessing financial services from traditional lenders.

we hove invested significant time during the year to understand and proactively engage with our stakeholders, in tine with our
stakeholder engogement strategy (see pages 85 and 102), as we recognise thot satisfying our key stakeholders is critical Lo the
Group's long-term sustainable success. The Board’s commitment to its 5.172 duty can be found on page 50 and evidence of this
commitment is integrated throughout the Strategic Report and Governance Report. You can read more about our Purposs,

Mission and strategy in the Strategic Report.

Custormers

Our customers are the reason why we exist and we continue
1o evolve our product offering to meet the financial needs

of UK adults who are not well served by mainstream lendars.
Plaase see pages 26 to 36 for more information.

What are their interests and our areas of focus?
- Access to affordabie financial products that meet their
needs os well as high-quolity service.

Board and Company engagement

- Risk Committes and CCE Committes oversight over
managemeant’s plans 1o ensure good custormer cutcomes
in accordance with the FCA's Consumer Duty regulations

- CCE Gommittes manitored customer KPIs (see pages
25 and 101} and listened to customer calls to review the
quality and outcome of customer calls,

- Non-executive directors listened to customer calls during
a site visit to Bradford (see page 101).

— Board oversight via management reports on the impact
of the cost of living crisis on our custormers

- Customer Panels and Net Promoter Score used to gain
insights and conduct research in areas such as the cost of
living crisis, digitai banking and new forbearance options.

= Customer Satisfaction Surveys used 1o receive feedback
from customers

Outcomes and impact on decision making

— Through engaging with customers on the cost of living
challenges, we partnered with Incomelax to launch a
new Messenger online platform to offer customers digital
ascess 1o one-to-cne expert advice to help manage
their income.

- Sub-cormmmittee of the Board opproved an implementation
plan to demonstraote complionce with the FCA's Consumer
Duty regulations and deliver good consumer outcomes
(see page 78)

- Forbecrance options enhanced to support customers
through the cost of living crisis (see page 81).

- A minimum threshold for outstanding loan bolances was
introduced arising from the CCE Committee’s feedback
on a customer call,

Links tostrategy 2 3 Linkstos172

See key on page bl for links to strategy. s.372 ond fisks

82

Colleagues

Our calleagues ara the backbone of aur Group and are critical
to serving our customers and delivering our customer-centric
Purpase, Please see pages 22 and 30 for more information.

what are their interests and our areas of focus?
- Culture, pay and benefits, and career developrent.

Board and Cormpany engagement

- Board attendance at Colleague Forums including the
Designated Non-kxecutive Colleague Champicn and
Chairman (see page 80).

- Designated Non-Executive Colleague Champion who
attended reguiar Calleague Fordms and reported back
to the Board at each meeting.

- ‘Speeddating and panel sessions held between the Board
and colleagues ot the Bradford oftice on topics such as
weliness, engagement and inclusion,

- Non-executive directors visited the vehicle finance

office und head office where they spent time with

our customer-facing colleagues and listenad to

customer calls.

CEC VOGS and e-commurtications issued regularly

to colleagues onimportant Group news and updates.

- Colleague Forums rnet regularly to discuss key topics
and fed back to senior management and the Board
(see page 40).

~ Informal drop-in session between colleagues in the head
otfice and the Executive Committes.

- ’'Be Open’ Colleague Surveys issued halfway through
the year and at year end to gather valuable insights
(see page 8Ij.

- Affinity Groups were utlised to garner colleagues’ input
(see pages 37 and 38).

b

Outcomes and impact on decision making

- Inresponse to feedback at Colleague Forums, we
changed our approach to hybrid working to provide more
flexibility 1o colleagues.

- Coliective consuitation on the Group's restructure via the
Colleague forums informed the governcnce ond target
operating model changes that took place during 2022

- Colleague Survey results fed bock to the Board, action
plans developed and focus sessions held (see page 100).

- Actions arising from Colleague Forums were formally tracked
and monitered by the Pecple function to ensure that feedback
was actioned

Linkstostrategy 1 2 Linkstos.072
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Listen

Investing and rewarding our workforce

Learn

Respond

During the year, the 'Blueprint behaviours’ performance management framework was used to assess colleagues’
performance and determine bonus allocations in line with the Group's Values and behaviours. This performance
framework provided an assessment of 'what’ colleagues had done during the year and "how’ those objectives had
been achieved in order to encourage and reward the right behaviours that maximise the likelihcod of delivering good
customer cutcomes. You can read more about the ways in which we invest in and reward our workforece on page 115.

Environment

Continuing to meet the recommendations of the Task Force
on Climate-related Financial Risclosuras (TCFD} and manage
climate-related risk is an ESG pricrity for us. Please see page 40
for more information.

What are their interests and our areas of focus?
— Sustainable business, carbon reporting and contributing
to tackling climate change.

Board and Compdany engoagement

- Board oversight over management’s sustainability
strategy, science-based targets set and progress made
on the Group’s net-zero strategy (see pages 102 and 41).

- Board approved the TCFD content included in the Group's
Annucl Report and Accounts, .

- Climate risk was regularly reported to the Board via the
Chief Risk Officer Report

— Risk Cormmmittee oversight over climate risk and approval
of climate risk metrics.

— Board oversight via management reports on the
Group's accounting and reporting of its scope 1, 2and 3
greenhouse gas emissions

- Colleagues were kept informed and involved an
climate-related matters through the intranet, e-fearning
and working groups.

Outcomes and impact on decision making

- TCFDdisclosure published in the Group's Annual Report
and Accounts as well as in investor materials and
regulatory documentation.

- Board approved a partnership that would allow non-prime
customers to access the electric vehicles market.

- Progress made against environmental targets was
included within the nan-financiol scorecard used oy
the Remuneration Cormmittee to assist in determining
the annual bonus pool for executive remuneration
{see pages 78 and 130).

— Scopeland 2, and 8 out of 15 material scope 3
greenhouse gas emissions (including those associated
with products and services procured and downstream
leased assets) accounted for and reported in accordance
with the UK Government’s Streamhined Energy and Carbon
Reporting policy (see page 38).

- Good progress made in setting carbon reduction targets
in alignment with the SBTI.

Linkstostrategy 1 2 3 Linkstos.172

Regulators and Government

we care aboul doing right by our stakeholders, thersfore
maintaining good relations with our regulators and operating
within a conduct-focused culture are vital to us. Please see
page 63 for mare information.

what are their interests and our areas of focus?
- Conduct, compliance and fair treatment of stakeholders,

Board and Company engagement
Regular callsimeetings between the Group Chief Finance
Officer, CEO and our regulators on the Group's Mission
and strategy.

— Key regulalory interactions, insights and areas of
regulatory focus reported to the Board via the Chief Risk
Officer Report.

— Dedicated team within the Risk function has provided
cogrdinated and consistent engagement with our
regulators on arsas such as the 2022 ICAAF, the cost of
living crisis, the large exposure waiver application, the
credit risk process and our IT infrastructure/strategy.

- Risk Committee scrutinised and recommended to the
Board the 2022 ICAAP (see page 108).

- Membership of the UK Finance and Leasing Association.

- Sponsored the National Numeracy Day which involved
engagemesnt with the Bank of England and HM Treasury.

Outcomes and impact on decision making

- Received approval from the PRA for the Group's large
exposure waiver application {see page 85).

- Board approved management’s operational resilience
self-assessment and remediation plan to minimise
operalional disruptions in accordance with regulations
and guidance issued by our regulators.

- Board approved the 2022 ICAAP following
recommendation from the Risk Committee (see page 76).

Linksto strategy 1 2 Linkstos.172
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Stakeholders continued

Stakeholder engagement and decision making continued

Suppliers

Our trusted suppliers help us to deliver high-quality. cost
efficient and time saving services to our stakeholders. Plegse
s&e page 20 for more information.

What are their interests and cur areas of focus?
- Sustainabte business, low carbon emissions, and
commitment to tackling climate change.

Board and Company engagement

- Boord approved the 2022 Modern Slavery Statement.

- Board reviewed and approved the Group's corporate
policy on Human Rights and Modern Slavery

— CCE Committee reviewed suppliers feedback on o
questionnaire issued by the Group to over 360 supply
account managers (see page 102).

- Consistent engagement through the Group-wide Supplier
Relatfonship Management Framewark

- Robust due diigence of suppliers in line with PRA guidance
to protect aur customers and support opearational resilience
(see page 53).

Qutcomes and impact on decision making

~  Our standard payment terms were 30 days which
15 in kesping with the Promipt Payment Code.

=~ Published our 2022 Modern Slavery Statement.

~ Increased director-level engagement with our most
critical suppliers.

Llinks tostrategy 2 Linkstos.172

Investors

Our investors are the providers of capital that enables us
to grow, deliver our Purpose and invest for future success.
Please see page 87 for more information.

what are their interests and our areas of focus?
~ Return on investment, long-term growth and good
ESG performance

Board and Company engagement

- Trading updates were provided via the londoen Stock
Exchange on the Group's performance and strategy.

- Feedback frorm cur brokers was distributed to the Board
and senior managsment ofter updates were made
to the markat.

- Our CEQ and Group Chief Finance Officer held regular
meetings with investors which was reported to the Board
via the CEQ report.

- The AGM enabled all investors to directly question the
Board and to cast their votes for proposed resolutions.

-~ Management atiended broker conferences and presented
to investors on topics such as our ESG strategy.

Outcomes and impact on decision making

- investors’ views informed the Board's decision making
regarding the dividend pay-out ratio (see page 77
for more information).

- The Group's financial results for the 2022 financial year
werg inline with market expectagtions,

- We receved votas representing approximately 80% of our
issued share capital at our 2022 AGM.

Links tostrategy 2 Linkstos.72
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Communities

we're committed to making a positive difference to
the communitias we serve in order to improve the lives
of our customer base. Please see puges 16 and 37

for more information.

What are their interests and our areas of focus?

- Removing key barriers to financial inciusion, raising
financial awareness and improving education in
the communities of our customer base.

Board and Company engagement

- Board received updates on investments rmade in
community initiatives that aligned with the Group's
Purpose (see page 101).

- Boordreceived bi-annuai updates on progress made
against our ESG strategy which included oversight over
community engagement (see page 77).

— Direct engagement with longstanding community partner,
National Numaeraoy, on the numeracy skills agenda
through the CEO's membership of its Leadership Council
(see page 20).

—  Qur Grants Panais gave colleagues o say In what charities
we donated 1o,

- Management continued to engage with the Group's
community partners during the yeay, including
Bradford-based partners to support the city's bid
to be UK City of Gulture in 2025,

Cutcomes and impact on decision making

— Board approved the icunch of a Foundation, to be
launched in 2023, which will see the Group invest in its
communities with a view of improving the lives of young
people (see page 101),

- Eldminvested to support community programmaes,
money advice programmes and social research.

—  We became the first official delivery partner for Bradford
being awarded the UK City of Culture 2025, Thisis o
four-year partnership which will have o long-lasting
positive impact.

Links to strategy 1 3 Linkstos.172
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Principal decision: A funding structure to deliver our specialist banking group strategy

The Board approved intra-group funding arrangements to support the Group's application to the PRA for a large exposure waiver
(the CUG application). The CUG application, which was approved by the PRA in November, will allow the Group to leverage its
existing access to retail deposit funding, through Vanquis Bank, to fund all lending products going forwards, including vehicle
finance. To read more about the CUG application and our funding strategy please see page 14.

Purpose, strategy and long-term success

The CUG application was an important part of our stated
strategy of becoming a fully fledged banking group The
intra-group funding arrangements and CUG application
provides the funding structure needed to help put people
on a path to a better everyday life, delivered through cur
specialist banking group strategy.

Positive regulator engagement

Management engaged with the regulator throughout the
process of the CUG application by responding to requests

for information and acting upon feedback from the regulator.

For example, the Group putin place a capital support agreement

petwesn Moneybarn and Vanquis Bank in response to the
requlator's feedback.

Links to stakesholders Links to strategy 2

Governance and decision making process

The Board received regular updates via the CLO report
on the status of the CUG application before it was
approved. As part of the Board's oversight, it approved
a series of intra-group funding arrangements in

May, subject 1o the PRA's approval, and established

a sub-committee of the Beard te finalise the terms

of the arrangements cnce the CUG application had
been approved. In making this deciston, the Board
received assurance from internal and external legal
counsel, as well as relevant stakehoiders within

the Group {such as Finance, Tax, Treasury and Risk)

on the implications of the decision.

Linkstorisks P4 P5 PNl P12 Linkstos172

Listen

Colleague Forums discussed

and shared their feedback on the
alignment of job levelling across
the Group as part of a new Group
Reward Framework,

Listen

Executive Committee held
adrop-in session with
Bradford colleagues.

Listen

CCE Committee reviewed
the 2021 stakeholder
engagement strategy.

Learn

Colleagues requested further
clarity on the Group Reward
Framework and increcsed

transparency on pay and benefits.

Learn

Executive Committee learnt

that colleagues had issues with
parking and using the cnsite gym.

Learn

CCE Committee reviewed
progress made against
the 2022 stakeholder
engagement cbjectives.

Respond

Remuneration Committee Chair
presented (6 the Colleague Forum
on the alignment of workforce
pay with executive director

pay. The benefits framework

by level was published on the
colleague intranet.

Respond

Action was taken to refresh the car
parking booking process and reopen
the gym for colleagues to use.

Respond

2023 swkeholder engagement
objectives were agreed by CCE
Committee and managemeant,
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Stakeholders continued

Stakeholder engagement and decision making continued

What is your role as Designated Non—Executive
Colleague Champion?

lam really pleased to be the Designated Non-Executive
Colleague Champion responsible for engaging with our
celleagues to understand their interests and ensure they are
considered in the Board's discussions and decision making.
My role involves engaging with colleagues through attending
Colieague Forum events and panel sessions, chatting to
colleagues on visits to offices and various other engagement
events; | then report key headlines from these engagement
activities back to the Board.

What makes you suitable for the role?

| was deemed suitable by the Board for this role because of my
significant stakeholder engagement experience gained from
my own executive career leading lorge teams of people and
my varied external appointments, as well as my interpersonal
skills. As an independent non-executive director, | provide an
open channel of communication and conduit between the
Board and colleagues. Furthermore, | am Chairman of the CCE
Coemmittee which has responsibility for overseeing colleague
engagement and ensuring that colleagues’ interests are
reflected at all stages in the Board's decision making

process. You can read mare about the CCE Committee’s

work on page 100

How does your role ada value to the Board and its relations
with colleagues?

| strive to ensure that the colleague voice is heard in the
boardroom and that colleagues’ trust is maintained in the
Group’s leadership team. Having a Designated Non-Executive
Colleague Champion directly engaging with colleagues
promotes a culture of openness, inclusivity and transparency;
that's the feedback we have received from colleagues which
is pleasing to hear.

What dees the Board expect from you and how does
the Board menitor the effectiveness of the role?

The Board relies on me to update them on the aclivities and
outcomes of colleague engagement, as part of my roles as
Designated Non-Executive Colleague Champion and Chair
of the CCE Committee. This enables the Board to review

my effectiveness in these roles and my interactions with
colleagues. Itis also part of my role to update colleagues on
the latest Board developments and decisions, in so far as they
relate to issues that impact on our colleagues’ interests. This
is facilitated through our People team. | liaise with the Chief
People Officer and People senior management to coordinate
engagernent activities and strive to ensure that (reach o
broad representation of colleagues.
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Q&A

with Graham Lindsay, Designated
Non-Executive Colleague Champion
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Having a Designated Non-Executive Colleague
Champion directly engaging with colleagues promotes
a culture of openness, inclusivity and transparency;
that's the feedback we have received from colleagues.

Graham Lindsay
Designated Non-Executive Colleague Champion

How do you report colleagues’ interests and feedback
tothe Board?

I have a regular agenda item on Board agendas to update
the Board on the CCE Committee’s oversight over colleague
engagement and my regular engagements with the wider
workforce. lensure that our Chief People Officer has a regular
standing agenda item to update the CCE Committee on key
issues that have an impact on colleagues. In addition, the
CCE Committee receives updates on all ‘Pulse’ survey results
and devotes time discussing and reviewing the full Colleague
Survey results as they become available.

What actions has the Beard taken this yearinresponse
to colleague feedback?

linvited the Chair of the Remuneration Committee to attend a
Colleague Forum event to explain how we structure and set the
objectives for the executive team and how that flows through
all levels of the Group. This was in response to feedback from
colleagues on a desire for increased transparency cround pay and
penefits and how it iinks to all [evels of the Company. This will take
place every year to engage with colleagues on the alignment of
executive remuneration with wider colleague remuneration.

To ensure consistent messaging and discussions across

the Colleagus Forums, following the Group's recrganisation
the previous divisional forums were combined into a single
Group-wide forum with representation from each product line.

What have been your highlights this yearin yourrole
as Designated Non-Executive Colleague Champion?

| reclly enjoyed meeting colleagues with cther Board colleagues
in our Bradford office where we had a 'speed dating’ session which
was a great way to interact with colleagues from different
functions and answer questions in a very informai setting. You
canread more abeout this on page 80. 1 also really enjoyed
being part of a panel session where the Board and other senior
management answered questions from colleagues on a wide
range of topics, including wellbeing, inclusivity and engagement.

What are your key priorities for next year in your role
as Designated Non-Executive Colleague Champion?

Contact with our colleagues is an ongoing crucial requirement
of ensuring a committed, engceged and supportive workforce
and | plan te continue my regular site visits, encouraging other
Board colleagues to join me and ensure our colleague views,
concerns and ideas remain a feature of our Board discussions.
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Effective engagement with shareholders and stakeholders: investor relations

How we

engage with shareholders

The Group recognises the vital role of shareholders in ensuring the highest standards of governance

through constructive engagement with the Board. A key element of our Chairman’s role is to ensure effective
engagement with investors, and that the Board has a clear understanding of investors’ views. The Chairman
is supported by our dedicated Investor Relations (IR) team and senior management, which maintain regular

diglogue with investors and seli-side analysts.

1 The Annual Report

The Annual Report provides a comprehensive overview of the
Company’'s Purpose, strategy and progress agdainst objectives
It facilitates an assessment, by investors, of how the Board is
taking action to promote the success of the Company and
qids evaluation of the Company’'s governance processes. The
Annual Report is complementad by regular market updates,
including quarterly trading updates. Feedback from our joint
brokers, Barclays ond Numis, is distributed to the Board and
senior management after ali market updates.

2 Annual General Meeting (AGM)

The AGM provides the opportunity for all investors to directly
question the Board and to cast their votes for proposed
resolutions, including the reappointment of Beard mambers.

3 The Group website

The Group website pravides comprehensive information
about the Company, its divisions, management team and
Board members. Our dedicated ‘'Shareholder Hub' provides
up to date infermation on our strategy, the latest results
presentations, RNS announcements and our investment case.

4 Investor/analyst meetings

The Group takes a proactive approach by inviting investors
and analysts to meet with senior managerment on a regular
basis. During the course of 2022, management held over
100 meetings with sell-side analysts and shareholders.

Engagement in action

5 Overseas roadshow programmes

During 2022, senior management resumed its schedule of
meeting face to face with shareholders, including roadshows
in London, New York and Edinburgh. The Board received
regular updates on investor feedback and the themes
therein from the CEC.

6 Brokerconferences

Senlor management regulorly attends industry conferences.
In 2022, senior management was invited to attend
conferences organised by Shore Capital and Goodbody.

7 The Sustainability Report

The Sustainability Report provides investors with a clear
account of the Group’s responsible business strategy, and how
this aligns with the Group’s Purpose of providing responsible
lending to underserved markets.

8 Shareholder correspondence

Cur IR team is committed to engaging and responding
to all investor queries on a timely basis.

The Group is committed to facilitating an open dialogue with investors across a wide range of issues and ensuring that
shareholders can raise strategic and governance-related matters with an appropriate member of the Board. During 2022,

the Chairman met with several large sharehclders, including Davidsen Kempner, Coltrane and Aberforth Pariners, to ensure
that feedback from investars is received effectively and discussed at Board level Management met with shareholders
representing over 76% of the issued share capital during 2022, At the Group Strategy Conference in 2022 (page 74), the Group
Executive and the Boord considared investor perceptions of the Group, with consideration given to the Group's finoncial position

and capital base.
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Division of responsibilities

Leadership and

oversight

our governance framswork facilitates
effective decision making and s
formally documented in the Group’s
Delegated Authorities Manual,

Board Governance Manual, Board

and committes terrms of reference,
and matters reserved for the Board
This framawork is reviewed annually

by Company Secretariat and the
respective Board/committees to ensure
it remains effective and fit for purpose.
The governance framework and
structure of the Group's governonce
arrangerments hove been established
to comply with the spirit and provisions
of the Code.

The operating, planning and reporting
processes for the Boord were refreshed
following the substantial alignrment

of the memierships of the vanquis
Bank and Company boards. Combined
meetings, agenda planners and
reporting processes were devised by
the Chairrnarn and Company Secretarial
to ensure that appropriate, timely and
accurate information continued to flow
to the Board.

Board
committees

Governance at
Vanquis Banking
Group

Executive

B N
oard Committee

structure

Board committees

The Board s supported by its
committeas in discharging its duties.
at ecch Board mesting, the Chairs
of the committees update the Board
on their activities.

Audit Committee

Monitors the integrity of the financial
staternents, oversees the internal contrals. and
monitors the independence and effectiveness
of internal audit and the external auditor

Read mote on pages 103 to 107
Remuneration Committee
Determines the Remunergtion Policy, ensunng

that poy and benefits align with the Group's
Purpose and strategy

Read more on pages N9 10 122

Nomination Committee

Datermines the Board's cornposiUOH/Schturc.

oversees diversity and ensures that effectine
succession ptans are in place for the Baard
and seniot managemeant

Read more on pages 95 to 99

Customer, Culture

and Ethics Committee

Oversees stakeholder engagement and
embedding of culture, and monitors the Group's
envitonmental and corporate responsibiiity,

Read mere on pages 100 to 102

Disclosure Committee

Ensuwres compliance with the Markst Abuse
Regulation and Disclosure Guidance and
Transparency Rules

Risk Committee

rReviews and monitars the Group's principal
and smetging risks ond the effectivenass
of the Group's risk Management systems

Read more on pages 108 to I

Board

Responsible for overseeing the Group's
strategic direction for sustainable
growth and delivering value to
stakeholders. It is accountable

for the Group's activities and is
committed to delivering the highest
standard of corporate governance.

The Board discharges some of its
responsibiiities directly and others
through delegation to its commiitees.
The Board and cormmittess’ terms

of reference, and matters reserved

for the Board, are published on
www.vanguisbankinggroup.com.
Execution of the strategy and day-to-clay
managernent of the Group is delegated
to the Executive Committee and various
rmanagement comimittees with the
Board overseeing, guiding and holding
management to account.

Executive Committee

Responsible for executing strategy,
rnonitoring performance, promoting

the Group's culture and embedding the
Blueprint te drive the desired behaviours
within the Group (see page 22 for
information on our Blueprint) The CEO
chairs the Committes; othar membars
include the Group Chief Finance Officer,
Chief People Cfficer, Chief Operations
Officer, Chief Risk Officer, General
Counsel and Company Secretary,

and the managing directors of each
product line. During 2022 the Committee
streamiinad its governance structure
(see the timeline below), reviewed the
talent pipeline, and approved various
change and transformation spend
within its delegated authority.

Revised operating model: establishing a structure designed to deliver our strategy

Following the substantive alignment of the Group and Vanguis Bank Lirmited boards in January 20232 the Execative Committee created
a unified leadsship structure and revised the management governance structure 1o focilitate the execution of our stiategy The Group
madse significant progress during the year to embed its revised operating medei as outined in the below timetable

ko Irtra-
aroup funding

supparttne
Group's o' /e
PR ST
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Division of responsibilities

There is clear division between executive and non-executive responsibilities to ensure accountability and oversight

We define the separale roles and responsibilities of our Chairman, CEO and SID in writing and they are available on our website
wwwyanguisbankinggroup.com.

Chairman, Patrick Snowball

~ Leads the Board to deliver strategic objectives
and increase shareholder value.

- Promotes effective decision making, critical
discussion and constructive challenge.

- saofeguards corporate governance.
- Engoges with stakeholders to inform Board decision.

Senior Independent Director,
Andrea Blance

- Acts as sounding board for the Chairman.

~ Intermediary for other NEDs to express their views.

- Leads the performance review of the Chairman.

- Available o shareholders outside the normal
communication channels.

Non-Executive Directors

- Provide independent and constructive challenge.
- Scrutinise the performance of management.
- Develop strategy using their experience

and expertise from other sectors.

— Chair the Remuneration, Nomination, Risk,
Audit and CCE Committees.

General Counsel and Company Secretary,
Melanie Barnett

- Provides legal aond governance support
to the Board and executive management.
- Ensures that Board-level information
is fit for purpose.
- facilitates effective discussion between
management and the Board.
- Communicates with shareholders
on governance matters.

CEQ, Malcolm Le May

Recemmends the Group's strategy
and long-term objectives.

leads and manages executive management.
Manages the day-to-day management of the Group.
Promotes a healthy culture of accountability

and transparency.

Ensures that risk management and internal controls
arein place.

Chief Finance Officer, Neeraj Kapur

Leacls the Group Finance function.

Manages capital manogement and effective
financial reporting, processes and controls.
Linises with investors alongside the CEO.
Supports the CEO to develop and deliver

the Group's strategy.

Designated Non-Executive Colleague
Champion, Graham Lindsay

Seeks to understands the views of colleagues.
Attends Colleague Forums and other colieague
engagement events.

Articulates the views of colleagues at Board meetings.

Qversees stakeholder engagement as Chairman
of the CCE Committee.

Executive leadership team

Supports the CEQ in developing

and implementing strategy.

Together with the CEC and CFO,

forrn the Executive Committee.
Oversees the day-to-day activities

and performance of the Group.
Manages the workforce and promotes

a healthy culture.

Implements policies and procedures set
by the Board.
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Division of responsibilities continued
Ledadership and oversight structure continued

Independence of the non-executive directors (NEDs)
The Beard and Normination Cormrnittee review the
independence of NEDs on appointment and thereafter
annually. The NEDs bring valus to the Board through their
unique skills, knowledge and experience, which heip to

shape the Group's strategy and the Board's decision making.
They also serve a vital role in preventing any individual from
dominating decision moking and discussions, The Chairmon
held ¢ number of meetings privately with the NEDs without
executive management prasent, to encourage independent
oversight, open diclegue and constructive chollenge. The
Board considers, on recommendation from its Nomination
Committee, that all its NEDs are independent (except for the
Chairman who was independent on appointment), taking

into account the facters in the Code and any other relevant
circumstances which may impair independence, and the
independent NEDs provide constructive challenge to executive
management. Please seé the Nomination Committes Report
on page 85 for more details

All directors are required to disclose to the Board any outside
interests which may pose a conflict with their duty to actin
the best interests of the Group. Further details on conflicts

of interest can be found in the Directors’ Report on page 112,

The independent NEDs alse meet annually, led by the

Senior Independent Director, to appraise the Chairman’s
performance and effectivenass. The Senior Independent
Director discusses the results and agrees any actions with
the Choirman prior to the results being fed bock to the Board.

Neither the Chairman nor any of the independent NFDs have
exceeded the maximum nine-yaar recommended term

of service set out in the Code. The table below details the
directors’ tenure as ot 31 Moarch 2023,

Board changes and composition

The skills and experience of the directors are set out in thelr
bicgraphies on page 71 and alse in our Board Skills Matrix on
page 9. The Board's composition was independently reviewed
as part of our external Board effectiveness evaluation

(see poge 93 for more details). Proactive succession planning
wds undertaken during the year in relation to non-executive
directar roles in order to stagger non-executive director
succession in the future, thus retaining the balance of skills,
experience and diversity required for an effective Board.

Board tenure as at 31 March 2023

2014 205 2005 20'7 2018

Patrick Snowball

Malcolm Le May

Neera kopur

Andrea Blonce

Elzabeth Chambers

Paul Hewitt

Angela Knight

Graharm Lindsay

rAargot Jomes

wichele Greene

The Nomination Committeg and Beard considered potential
axtarnal candidates with the skills, experience and diversity
that were considered to be key for the Board to detiver their
long-term strategy and vision, such as those with experience
in consumer cards, credit cards and the digital banking sector.
You can read more about the recruitment process and our
succession planning activity on pages 86 and 898,

The Board comprises the Non-Executive Chairman,

Senior Independent Director, six independent NEDs and two
executive directers. The Board appointed Michele Greene

as anadditional independent non-executive director on

8 March 2023 gs part of the Board's succsssion planning

The Board also welcomed Melanie Barnett as General Counsel
and Company Secretary during 2022. The Board's individual
biographies are detailed on page 71

The Nomination Committee oversees the Board's composition,
succession and diversity. Please see the Nomination
Committee Report on page 95 for more details.

During the year the Board reviewed the extarnal appointments
of each director and confirmed, following recommendation
from its Nomination Cemmittee, that the directors continued
to have sufficient time to undertake their roles. The Board also
approved the external board appointment of Andrea Blance
to Aviva ple, agreeing that there was no conflict of interest and
Andrea would continue to have sufficient time to carry out her
role on the Board.

Independence of the Board
(excluding the Chairman)

78%

of our Board (excluding the
chairman) areindependent
non-executive directors

Indepeandant 7
Executive 2
|
|
_ e 2020 2021 2022

4 years, G months
2 months

5 years, 2 morths
2 months
3 years, 8 manths

3years

& years, 1 month

4 years, 8 months

4 years, 8 months

4 years, § months

4 yeaqrs
2 years, 8 months

Less than | month

Malcelm Le May key:  Chigd Execative Oifcer Irtar— Exgcutr/e Charmian

Patrick Snowball key:  Chairman Intern Chief Exacutive Off cer

for-Exacutrgn Cirastor
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Composition, succession and evaluation
Board composition

Board gender Board ethnic Board Executive Committee
diversity diversity tenure and direct reports
Male 5 Ethnically diverse 1 0-2 ysars 2 Klale 68%
Focmale 5 white 8 2-5 years 8 Femaie 32%
5-8 years 2

Member attendance at Board and committee meetings in 2022

The table below sets cut the Board and committee atlendance during the year. Attendance is shown as the number of meetings
attended out of the total number of meetings possible for each individual dirgctor. During 2022, attendance was very strong
both at scheduled and additional meetings. The Board continués to be satisfied that each director is able to allocate sufficient
time to the Company. This is reflectad in the very high levels of mesting attendance. The absence shown below was a result of
either an urgent personal matter or a pre-arranged commitment. The Chair of each committee reports regularly to the Board

on how that committee has discharged its responsibilities.

Customer,
Culture
Board Audit Normircrtion Rernuneration Risk and Ethics
member  Board ad hoc Committee Ad hoc Committee Adhoc Committee Ad hoe Committee  Ad hoc Committee Ad hoc
Total
number of
meetings g 2 6 1 5 1 S 1 5 2 3 -
Patrick
Snowball afe 2f2 — - 55 i — — — - — —
Malcolm
Le May ofg 2/2 - - - - - - : - - -
Neera)
Kapur sfe 22 - - - - - — — — — -
Andrea
Blance afa 212 6/6 I 5/8 th 5/5 17 - — -
Grahom
Lindsay g/o 2f2 — - 5/5 I 55 11 — - 3/3 —
PoulHowilt — g/q 2/2 8/6 1h 5/5 i - - 5/5 2/ - -
Elizabeth
Chombers sf9 /2 - - 5/5 11 - - 5/5 2f2 3/3 -
Angclo
Knigght gfo 2/a 5/6 i 5/5 W - — 5/5 2f2 - -
Margot
James 9/9 22 - - 5/5 il 5/5 11 - - 3/3 -
Michele
Greene - - - - - - - - - - - -
Skills matrix Core capability @supplemental capability
This matrix represents the number of directors with core or supplemental 1 8 1
capability in areas that are relevant to the Group's business model and strategy. 2 16
A core capability is one of the strongest areas of a director's skill and expertise, 3 8 2
where they bring significant value to Board discussions. A supplemental capability 4 a
is an area where the director has enough knowledge and experience to carry out
their role. This Matrix together with the biographies on pages 71to 73, shows the & 5 4
combined strength of our Board in areas central to delivering the Group’s strategy. & 1
7 1
Category e
1. Leadership: culture and ethics 12. HR,talent and 9 10
2. Strategy employee engagement 10 5 4
3. Audit and financial reporting 13. IT and digital initiatives 1 7 2
4. Customers 14, Capital managementand treasury 2 s 1
5. Product development 15. Risk management
6. Banking 16. M&A transactions 3 6 3
7. UK Banking regulation 17. Regulatory landscape 4 6 2
8. Shareholder engagement and engagement 15 9 1
9. Change management 18. Cyper crime . 16 7 3
10. Loans 18. Environmental impact - i~
1. Subto near-prime lending
18 4 6
19 6 2
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Composition, succession and evaluation continued

Director induction and training

Director induction process

As the composition of the Boord remained unchanged in
2022, no director induction training took place during the
year. Ongoing training was, however, delivered to directors,
which included training reflecting the appointment of the
majority of the Board to the Board of vanguis Bank under
the restructure of the operating model.

In September 2022, Melanie Barnett was appointed as our
new General Counsel and Company Secretary. As part of her
induction, Melanie was provided with an induction schedule,
which included key reading material and a webinar on directors’
duties. Melanie was also appointed as a directer of one of the
Group's operating subsidiaries, regarding which she received
abusginess-gpecific induction.

Any incoming director is provided with a comprehensive

and tailored induction plan to suit the requirements of their
role. Our induction programmee is designed to give directors
an in-depth understanding of the business, Purpose, culture
and values. The programme includes meelings with mermbers
of the Group Executive Committee and other key stakeholders,
which may include the Group auditor, external advisors,

our brokers, and representatives from the FCA and PRA,

All new directors are provided with full Gccess to gur secure
electronic reading room within our Board meeting software,
‘Diligent, which provides induction materials such as Group
policies, structure charts, terms of reference, Delegated
Authorities Manual, broker notes, and past Board and
Committee meeting papers and rminuteas.

Director training schedule 2023
Examiples of the training expected to form part of the 2023
training programme include:

- financial and cyber erime;
- consumer duty; and

- the Group's refresh of its values,

92

Ongoing director training

It is important that our directors are made aware of any
upcoming developments and receive training tailored
to their roles at the Company, given the ever-changing
economic and reguiatory environment,

Directors undertake training both as a whole Board and bassd
on individual requirements to assist them in carrying out their
duties and responsibilities. At least annually, the Chairman
discusses with each director his or her contribution to the work
of the Board and persenal develapment needs.

During 2022, the directors were provided with deep dives,
teach-ing, briefings and presentations on a range of key
subjects, including the following:

— the Takeover Cods,

- Vanquis Bank Limited business review;

- SMF gduties deep dive and general banking regulation;
- unconscious bias training;

- financial erime/cybercrime; and

- vehicle finance strategy deep dive, including a brief on the
customer experience and assel management. The Board
also listened to examples of customer calls.

Mermbers of the Board also visited our Chatham, Petersfield
and Bradford offices.

The arrangements for director training are overseen by

the Company Secretary and can be internally or externally
facilitated, with sessions typically eriginating from technical
Board discussions or an identified training opportunity.
Directors are also given access to an external online academy
tool which provides a wide array of briefings, education and
bespoke training.

In September, the directors had the opportunity to visit the
Moneybarn office in Petarsfield and received a deep dive

into the vehicle finance business, The directors received

an in-depth insight in to Meneybarn's cperations, custamer
Journays, areas of strategic opportunity and business
priorities. The Board also met management and colleagues
face to face, who took the opportunity to update the Board

on key priorities as well as providing an insight into the specific
challenges faced within the business.
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A busy day at the Moneybarn office gave
me first-hand experience of our customer
and colleague interactions, and brought
to life the day-to-day operations across
Moneybarn as ! met face to face with
colleagues and management from across
the different teams.

Andrea Blance
Senior Independent Director
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Assessing Board performance - annual Board evaluation

The Board monitors and seeks to enhance performance by reviewing the continuing effectiveness of its
activities, and the quality and effectiveness of its discussions and decision making, and by considering the
contributions of the Board as a whole, as well as of individual directors. In line with recognised best practice,
the 2022 Board and Board committee effectiveness evaluation was externally facilitated by Independent
Audit Limited {(Independent Audit). Independent Audit’s appointment followed a process whereby o number
of different external Bourd evalualion service providers were considered. Besides the provision ot Board and
Board committee reviews, there was no other contractual connection between the Company or its directors
and Independent Audit or the individual directors and Independent Audit. The contents of this section have
been reviewed by Independent Audit in advance of publication, who agreed with its accuracy.

Three-yearly evaluation cycle 2022 evaluation process

A number of different external providers were considered,
with input received from the Chairman, Senior
Independent Director and other Board members.

The Chairman and General Counsel and Company
Secratary met with the preferred external provider to
discuss their proposed approdach to the evaluation.

2020

2022 Internal evaluation
External evaluation facilitated by
facilitated by Chairman and
Independent Audit General Counsel and
Company Secretary

A decision was made to proceed with Independent
Audht based on its experience and expertise, including
inrelation to the financial services sector.

Scoping meeting was held between the Chairmon
and General Counsel and Company Secretary with

Independent Audit to provide insights and agree the
approach required to ensure the evaluation was effective
and tailcred to the Group.

Independeant Audit conducted interviews with the Board
2021 members and key rmembers of the management team.
Internal evaluation Board and committee observations took place.
facilitated by Chairman
and General Counsel and
Company Secretary

The draft report on Board and commitlee effectiveness
was reviewed by the Chairman and then the final
report shared with the wider Board, including the
Committee Chairs.

The Board discussed the evaluation rosults and approved
focus areas to enhance the effectiveness of the Board
and its committees Feedback on the Chairman’s
performance was discussed without the Chairman
present and the outcome of the discussion relayed to the
Chairman by the Senior Independent Director. Individug!
performance discussions for directors werg held with

the Chairman.

Approach to and methodology of 2022 external evaluation
In undertaking the evaluation, Independent Audit carried out:

- areview of Board and Board committee papers;

— interviews with all Board members, the Generc! Counsel and Company Secretary and key members of the senior
leadership tearn;

— observgtions of Board and committee meetings, and

- the preparation of a report which was shared with the Chairman before being presented to the Board at its December 2022
meeting. The report was quality assured by an independent individual from Independent Audit.

To provide a comprehensive assessment, Independent Audit undertook its review against alt aspects of their own board
effectiveness model This mode! covers beth ‘'what’ a beard does and ‘how' it does it, to give a full assessment of performance.
Thiz included: the value and role of the Board; Board composition and dynamics; Purpose and strategy; the management tear;
information and Board support; Board comrmittees; risk management and internal controls; people and culture, and stakeholders,
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Composition, succession and evaluation continued
Assessing Board performance — annual Board evaluation continued

Update on focus areas identified from the 2021 evaluation

Focus area Progress update
Continue to focus on haw to enhance the Board's The Group CRO has worked with the Risk Commuittoe Chair to ensure the Risk Committee continucs tobs
aversight of nsk cifective, ensuring the appropriate numbaer of meetings, that the right amount of time is spent on the

iterns ond the Committoe reccives the right data A raview of risk appetite metrics was undertaken, with
enhancemanis made Roflecting the volatility in the macraeconomic anviranment the Risk Comimittea
has recenvad mors froquent and detailed credit risk reports Ded coted Risk Committaa meoetings were
held 1o consider the ICAAP and Core UK Croup waiver The Beard receives a risk report from the Group CRO
at each mecting and the Group CRO has attanded a number of Board meatings 10 support discussions
on sk Marers. A varbal report from tha Risk Committes Chair regarding the Risk Comrmuttec's key discussions
and decisions Risk Committee meatings popcrs and rinutes arer mudc avoiable to all Board membvrs

Increass the lovel of engagorment botwaeon The Boord has held a numbpr of colleugue engagement SASSIONS ACross the Groqp 3 ciwfferem sites
the Board and senior management and between The non-oxccutve dreectors have also engaged with the widar workforces in the Vehicle Finance division
the Board ond the widor workforce and Cards division through attending Colleague Forum avents. Exccutive Committce membars attended

Board and Commutice meetings to present on rems as gppropriate in the year and attended Board
dinners to enable further opportunity for engagement You can read ghout our workforce engagement
mnchomsm andthe Buord ehgagement wrth colleagues during Ihe year on pages 82 and 86.

Corminug to focys on how the Board ovarsees and Thn Group's custorner service modaol and st rotegy including customer segmentation, ma kot
engagos with the Croup's custormers oppartenities, product use und customer proposition, ware reviewed by the Boord. The Board and
115 committees aiso oversaw a number of other customer matters dunng the year, including our
preparations tor the FCA's Consumer Duty regulation and VBL'S customer retention, acquisition and
Dﬁgugement strategy To read about the activities of our CCE Committes, plecse soc pages 100t 102

Drive continuad focus on tha Group's dgital and The Board roviewed olr technology strategy and hew our customer strategy was, and would be, supparted
data strategy and the enhoncoment of the Board's by a digital custorner exparience The Board oversaw our [T ransformation, see pages 77 and 103
understarding and discussion of digital market

trends and Opportu ites,

A 2022 training plon w015 agroed and (iel‘vcred mcudmg areos that supportnd them in d\ (“hc]rgmg
thenr responsibilties and duties as diractors of Vanguis Bank Lirmited, whare relevant Please see page 82
for details on Board traiming during the year

\r‘ﬂp amont a robust Board troman plcm for

Outcome of the 2022 evaluation process: Board and committee effectiveness

The findings from this year's independent Board performance review were positive, with the Board recognised as highly
engaged, experienced and technically proficient. The evaluation noted that together the cirectors make up o capable and
cohesive team which has brought a high degree of competence and calm professionalism to the job of tackiing the complex
issues the Group has faced in recent years. The review also recognised that good, open and inclusive debate tokes place

in meetings, with the non-executive directors being supportive, but providing firm challenge. Whilst noting the geod gender
balance on the Board, the evaluation also acknowledged that focus should be maintained in future recruitment processes on
strengthening ethnic diversity on the Board. As with all fair and balanced review processes, the external evaluation identified
opportunities to improve the perforrmance of the Board. The agreed focus areas for 2023 are set out below. The Chairman and
Board will monitor progress against the agreed focus areas, including a formal interim review during 2023 at @ Board meating.

Some of the Board strengths identified Agreed areas of focus to enhance performance

- Effective refationship between Chairman and CEO - Rewiow the Boord's approach (o manitorng strategy aelivery, nciuding strategic

. . . mrilestonas and KPis.
- A heaitny dynamic in moetings and positive

relationships on the Board, reflected in lively - Review the Board's approach of overseeing the Oroup's technology strategy and its
discussions and good levels of engagement Implermrentation

= Hign-quality Board and Commiliae papars, provicing — Keep undor rewew the key pnonties far the skills required m naw non-executive d roctors
the ngntamourt of infarmation as part of succession planning and Board appointment processes

= A Secrelariat and admin team which grovides good - Review the regualanty of Board updates from ProcLet Wanaging Directors and widar Executive
supportto the Boord Committec team

- Commtiacs,

chare woll chared ang fa't - Roview Boord committae meaehng otiardeas ta ensure the Boo d commiiiees continus to
the rresnons’ Bl uos Fove aocass to the informatior and apea-tes noedad to undartake thar respor s Blities.

Outcome of the Chairman effectiveness review

The review carried out by Independent Audit included consideration of the Chairman's effectiveness. The assessment identified
that the Chairman was performing well and that he was considered as supportive, hard working and fair and balanced.
Following discussion by Board members (excluding the Chairman), it was concluded that the Chairman was performing his
role of leading the Board effectively. Andrea Blance, as Senior Independent Director, discussed the feedback and areas for
development with the Chairman.

Outcome of the individual director effectiveness review and reappointment

Individual director perfermance and contribution was assessed with individual performance and development discussions
held with the Chairman. The Nomination Committee conducted its annual review of Boord and Committee composition.

Having considered the skills, experience, knowladge and tenure of the Board, and the independence and tme commitmant

of the directors and Chairman, together with the Chairman and individual director performance evaluation, the Nomination
Committee and Board considered that each director in role at the time of its review continued to be committed to their roles,
have sufficient time available to perform their duties and to contribute effectively. Accordingly, it was agreed that all directors
stiould stand for election or re-elgction at the 2023 AGM. As announcead on 26 January 2023, Malcolm Le May has decided to step
down as CEQ, which you can reocd more about on page 6 It is expected that Malcolm will step down upon lan Mclaughlin joining
the Group as CEQ in the Summer. In accordance with the Code and our Articlas of Association, Malcolm will stand for re-election
at the AGM, but will be stepping down as plonned upon lan joining the Group. The independence of the non-executive directors
is also considered ot least annually and you can read about this in our Nomination Committee Report on page 96.

9 4 Vanquis Banking Group plc Annual Repart and Financial Statements 2022




Nomination Committee Report

Overseeing the Group’s

leadership needs

Patrick Snowball
Nomingtion Committee Chairman

Role of the Committee
The Norninotion Committee is responsible for overseeing:

the Board's composition and structure, including the Board
committees, so that it remeins appropriate and affective in order
to deliver the Company's strategy To do this, the Committes
oversees Board appointments and succession planning:

the Group's talent management framework to ensure the Group's
leadership needs are met now, and in the future, The Committee
moniters tha semor management succession planning and the
Group's talent pipeling, including arcos of retention risk; and

the diversity of the Board and that of the Group's talent
pipcline The Cormmittee moritors the activitios across the
Group undertaken to mect the Group's diversity objective and
to incroase the porocentage of reles held by women and other
underrepresented groups dcross the Group.

Allocation of time

Diversity 14%
Succession and talent 50%
Board composition and appointments 26%
Governance 10%

The Committec’s torms of reforence are available at:
www . vanguisbankinggreup.com

66

The Committee has continued to

play a key role in supporting the
Group’s long-term sustainable success
through its oversight of succession,
talent and diversity.

Patrick Showball
Nomination Committee Chairman

vanquis Banking Group plc Annual Report and Financial Staternents 2022

The Nomination Committee plays a key part in the Group's
long-term sustainable success through its oversight of
succassion, talent and diversity. | reported to you in last
year's Annual Report on the Boord and governance changes
we announced in January 2022 to substantially align the
Board membership of Vangquis Bank Limited with that of the
Company’s, which formed an important step in the execution
of our specialist bank strategy. t am pleased to say that
following these governance changes, this year's external
Board evaluation recognised the overall effectiveness of the
Board, including its skills and experience, which you con read
more about on pages 93 and 94.

As previously reperted and as a consequence of these
governance changes, Robert East stepped down from

both the Company and Vanguis Bank Limited Boardsin
January 2022, Other than Robert, the Board and Committee
membership remained unchanged during 2022, The biographies
of all members, which contain information on their experience,
are available on pages 71 to 73 and Committee membership
and meeting attendance are set out on page 91.

As announced con 26 January 2023, having led the transformation
of the business into a specialist banking group with a

focus on customers in the mid-cost and near-prime credit
markets, Malcolm Le May decided to step down as CEQ. The
Group dlso announced the appointment of lan Mclaughlin
as CEQ, subject to regulatory approval. During 2022 the
Committee led a succession planning process for the CEO
role which you can read more about on page 97. We were
also pleased to announce on 9 March 2023, the appointment
of Michele Greens as non-executive directer with effect from
3 March. You can read her biography an page 73 and about
her appointment on page 98.

The Group has continued to implement o suite of initiatives
amcngst our colleague population in order to enhance
diversity, and you can reacd more about these on pages
22,39 and 98. The implementation of cur new Group Job
Levelling Framewcrk to drive consistency and transparency
regarding the senicrity level of each role across the Group,
has allowed us to better define who should make up our
senior leadership population, This supports our assessment
of our senior leadership diversity and our progress agoinst
our target to have 40% female representation in the Group's
senior management population by December 2024 and

alsc enables us to focus our actions on the right colleague
population te drive greater fernale representation. female
representation in this population {Level 14 roles and above)

as at 31 December 2022 was 33%. This is o new measure for
us and therefore provides a baseline for future reporting and
assessment of our progress on gender diversity as we seek
to achieve our 40% females representation target. We still have
much to do to meet our 2024 target and in ensuring the Group
continues tc have a diverse senior leadership team to lead
the delivery of our strategy and create long-term sustainable
success for the Group. A diverse and inclusive Group remaing
a priority for us as a Committee and underpins our oversight
of our talent and succession plans.

lam also defighted that Fiena Anderson has joined the Group
as Managing Director of Cards in April 2022, bringing with her
awealth of experience across credit cards and retail banking.
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Composition, succession and evaluation continued

Nomination Committee Report continued

Key Committee activities in 2022

= CEQ ond nen-cxecutive succession planning procosses.

— Oversight of the implementation of the new oparating model.

- Review of the Board's skills and cxperncence against Board Skills Matrix
- Review af the Board's succession plan and activitics

-~ Oversight of the Group's talent and succession framawork
and plars and diversity of the talent pipeline.

Committee priorities in 2023

Further progress its proactive planning for Boord succession to cnsure
tho Board’s maembaership is appropriately refroshed.

Overses pregress in relation to diversity amongst the Group's senior
leadars and how the Group willmoot its targets

Ensure arrangements arc in place to report against the new
diversity reguirements sect out in the bisting Rules and Disclosure
and Transparcncy Rufes in our 2023 Annuci Roport.

Board composition and succession

A key element of the Commitiee’s remit is to tead the
oversight of Board composition and succession plans. The
Committee’s annual assessment of the Board and committee
composition confirmed its view that the Board and committee
composition was appropriate, taking into account. diversity;
balance of skills, experience and knowledgs, tenure and

time commitment; the size and structure of the Board; and
independence. Accordingly, following the Cemmittee's
recommendation to the Board, the Board is recommending

to sharehoelders that all directors be elected or re-elected at
the 2023 AGM. You can read about each directar's contribution
to the Board in their biographies on pages 71to 73,

We also consider the tenure of directors to ensure Board
membership is appropriately refreshed. When considering
our succession planning for non-executive directors, we
consider the skills, experience and diversity reguired on the
Board to ensure it 1s appropriately composed to continue to
effectively lead the Group and deliver for our stakeholders.
Whilst the Committee and Board recognised that whilst
there are no immediate concerns regarding the tenures of
the non-executive directors, as a number of the directors
joined the Board at similar tirmes, it is key to take a proactive
approach in order o stagger succession in the futurg, thus
retoining the balance of skills, experience and diversity the
Board needs.

During the year, the Commitiee considered how to
appropriately fill the non-executive director vacancy following
the departure of Robert East, whilst also identifying candidates
who, through their skills, experience and diversity, could also
address the requirements identified by our non-executive
succession planning activity. The Board and Committee
members reviewed the external on-executive talent pool,
considering the experience, skills and diversity of potential
non-exécultive director candidates and how this aligned

with the future composition needs of the Board. Through this
process Michele Greene was identified as a strong candidate
for appointment You can read about Michele’s appointment
process on page 98

The Committee also continued to oversee succession
planning to our two executive director roles, which forms part
of our talent managemeant and succession process, described
further on page 97

To support the Committee’s ongoing assessment and
understanding of the Board's collective skills, experience

and diversity, Boord members are required to complete

a self-assessment of the skills and experience which they
believe they bring to the Board in areas which support our
strategy and business model To reflect the implementation of
combined Company and Yanguis Bank Limited Board roles, the
Commuttee reviewed an assessment of the directors against
an updated skills matrix which had been developed to reflect
the skills and experience needed for those dual Board roles.
The Committee noted that the Board remained well balanced
across all skill sets. The Board Skills Matrix review informed

the design of the Board's 2022 training programme. You can
see maore about our Board Skills Matrix and our Board training
programme on pages 91 and 92 respectively.

whilst there were no appointrments made to the Board

during the year, the Committee did raview whether the

terms of myself as Chairman and of Graham Lindsay,
Non-Executive Director, should be renewed. Following review
by the Committee (excluding the impacted directors), it
recommended to the Board that, subject to re-election at the
2022 AGM, those terms should be renawed for a further three
years and the Board confirmed its approval of the same.

Independence

The Committee and Board have undertaken their annual
assessment of the independence of the non-executive
directors, along with their character, judgement, commitment
and performance. At the year end, all of the non-executive
directars, with the exception of the Chairman, were
determined by the Board to be indespendent. In getermining
the independence, the Nomination Committee and Board
took into account the 2018 Code, circumstances which would
likely, or could appear tq, impair, g non-executive director's
independence, including theirlength of service as well as those
directors who were also directors of Vanquis Bank Limited.

Time commitment

The expected time commitment of the Chair and non-executive
directors is set out in writing Prior to appointment, and prior to
taking on additional external appointments, an assessment of
demonds on a director’s time are assessed 1o ensure they have
sufficient time available to carry aut their role effectively During
the yeor the Committee also undertook its annual assessment
of the time commitment of directors prior to recommending
they be submitted to shareholders for election or re-election.
with the majority of the Company’s Board also members of the
Board of Vanquis Bank Limited, our largest subsidiary, the impact
of this on the directors’ time commitment was considersd as
part of the annual assessment The Committee and Board
continue 1o consider that the Board members have sufficient
time (o undertake their roles effectively

Board evaluation

During the year, the Committee considered the outcorme

of the 2021 Board evaluation as it related to areas within

the Committee’s remit. The 2022 Board evaluation was
undertaken externally, with a detailed report on the process
and outcome set out o pages 93 and 84. As ragards ta Board
compaosition, the external evaluation recagnised the experience,
engagement and technical skills of the non-executive directors
and acknowledged the good gender diversity of the Board. The
need to continue to improve the ethnic diversity of the Board was
also noted The Committee's effectiveness was also assessed
inthe 2022 evaluation The evaluation noted that the Committee
was considered to be well chaired and efficient, with all members
able to contribute to its discussions and good debate taking place
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Talent management and succession

The Committee undertook its annual talent review, which
includes talent identification, succession planning, retention
risk assessment and inclusion and diversity. The progress
made during the year to embed the Group-wide talent

and succession approach has increased the visibility of

the Group's talent pnol nnd enabled more robust calibration
of talent, helped to identify gaps and suppert development
conversations to drive more robust succession planning.

whilst the Committee noted the good progress made in talent
rmanagement and succession planaing and the general strength
of the internal walent pipeline, in assessing the Group's short,
medium and longer-term succession plans, it alse noted thot
continued focus was required to further strengthen

Senior management succession planning in action

the Group's short-term succession plans for Executive
Committee roles following the recent target operating model
changes. This will remain an area of focus for our talent
management and succession pregramme for 2023

The Committee members were atle to engage with our
key talent during the year, such as through site visits and
product-focused sessions. You can read mere about the
Board's colleague engagement activity on pages 82 and 88,

As part of its role in ensuring the Group has the leadership
capabilities to deliver its strategy, the Committee continued to
averses pragress of the implementation of the Group’s new target
opsrating medel, considering the impact of the changes on
colleaguss one and two levels below the Executive Committee
as well as the wider colleague population.

During the year Melanie Barnett was appointed as General Counssl and Company Secretary and Nicola Lipson as Chief
Peopla Gificer (CPQ), with both now key members of the Executive Committee. Following appointment processes taking
place, both Melanie and Nicola were promoted to their roles from existing roles with the Group, with Melanie jeining the
Group in 2020 as Deputy General Counsel and Nicola holding previous roles in the Group as Vanquis Bank HR Director
and as HR Business Partnering, Culture and Engagernent Director. Bath were identified through our ongoing talent and
succession process, which is overseen by the Committes {and which you can read more above} and were identified as
a key members of our talent pipeline and as having the potential to succeed to more senior roles. Their appointments
support the diverse range of views around the Board, Baard committee and Group Executive Committee tables.

CEO succession planning and selection of new Chief Executive Officer

The Group announced on 26 January 2023 that, having led the transformation of the businass into a specialist banking
group with a focus on customers in the mid-cost and near-prime credit markets, Malcolm Le May had decided to step
down as CEO. The Group also announced the appointment of lan Mclaughlin as CEC and Executive Director, subject to
regulatory approval. lan is a highly experiancad banking CEO with a strong track record of delivering growth through
improving customer service and enhancing distribution throughout his extensive financial services career in consumer

finance, motor finance, savings, SME finance and martgages.

The Board, with the support of the Nomination Committee, keeps executive succession plans under regular review whilst
taking into account the strategic priorities of the Group. In line with cur succession processes, we undertake a formal,
rigorous and transparent search process for each appointment, using objective criteria covering experience and personal

qualities and taking into account the benefits of diversity.

As part of its executive director succession planning process, during 2022 the Nomination Committee completed a review
of the internal succession plan for the CEO role alongside an extensive externally facilitated market mapping process of
external talent. To support this succession planning process, a job specification was developed with the assistance of
Russell Reynolds Associcates and reviewed by the Nemination Committee.

Our succession planning process identified a longlist and subsequently a shortlist of internal and external candidates.
Each candidate went through a formal, robust and detailed assessment led by Russell Reynolds Associates against the
key evaluation criteria identified for the role of CEC Following this assessment, o series of interviews were conducted by
the Chairman and non-executive directors of those candidates identified for interview. Reflecting that the Group CEC
is also CEO of Vanquis Bank, candidates were also assessed as to whether they were fit and proper to undertake the
role, The Nomination Committee considered the cutcomes of the external assessment and of the interview processes.
As part of the process the Nomination Commiltee and Boord considered the skills and development areas of the

prefarred candidates.

on Malcolm Le May confirming his decision to step down, the Nomination Committee reviewed the proposal regarding

the appointment of his successor and, following consideration of the robust, diligent and externally facilitaled process,

the Noemination Committee recommended to the Board the appointmsant of lan McLaughlin as CEQ, subject to regutatory
approvals. Malcolm will continue as GEO until lan joins, and then will remain with the Group to support an orderly transition.
lan is expected to join the Group in thse surmmer, following his notice period.

lan's appointment, when effective, would not change the current diversity of the Board, On appointment, lan witt undertake
o tailered induction plan and we will report on this in next year's report.

Other than for recruitment and related talent advisory services, Russell Reynolds Associates has no other connection to the
Company or individual directors. Russell Reynolds Associates is  signatery of the Enhanced Voluntary Code of Conduct for
Executive Search Firms, which specifically acknowledges those firms with ¢ strong track record in and promotion of gender
diversity In FTSE 350 companies against the scope of the Davies Review.
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Compaosition, succession and evaluation continued

Nomination Committee Report continued

Inclusion and diversity

Our approach across the Group to inclusion and divarsity,
incluging our initigtives ta support diversity, is setout

on page 3¢

Our Inclusion and Diversity Policy, which includes Board
diversity, is designed to promote equality, diversity and
inclusion ccross all parts of the Group and to ensure that we
have a working environment where everyone feels included
and valued. You can read about the airs of our Inclusion and
Diversity Policy and how it supports the delivery of our strategy

had been made and, it was also acknowledged that there
was more that could be done to further build the Group's
inclusion and diversity cgenda in 2023, such as a continued
focus on inclusion and diversity data collection, building
talent pipelines and supporting our inclusion community.
The Commitige also requested management ensure focus
was given to specific functions and teams where greater
female representation was required. During the year, the
Committee also reviewed the cutcome of the FCA final
policy decision for propeosals set out in CP 21/24 ' Diversity and

in the table on page 99.

The Committee has overseen progress against the Group's
inclusion and diversity strategy and the actions being
implemented to meet its diversity targets. It received an
update on the Group’s inclusion community and the work
of our ditferent Affinity Groups, including efforts to raise
colleague awareness of Inclusion initiatives and to support

aninclusive culture.

The Committes reviewed the progress being made in relation
to enhance the Group's diversity data, which is critical to the
senior leadership team and Committee’s roles in ensuring
targeted diversity planning and initiatives

The Committee also undertook a review of our diversity
targets, and our progress against those targets, and agreed

inclusion on company boards and executive commitiees’
and the resulting changes to the Listing Rules and Disclosure
and Transparency Rules. Whifst the Company is not required
to comply with the requirements until it publisnes its Annuai
Report for the financial year ending 31 December 2023, as
highlighted elsewhere in this réport: following the appointment
of Michele Greene, the Group has increased female
representation on the Board to 50%; the membership of each
of our standing Board committees is majority female, with
two of the Committee chaired by female directors and our
Senior Independent Rirector is also female, and we also have
one director of an ethnically diverse background. This year
we updated our Inclusion and Diversity Policy to refiect the
changes to the Listing Rules and Disclosure and Transparency
Rutes and the Canmittee will formailly report against these
requirements in our next report,

that the existing current Group diversity target remained
fit for purpese. The Commiittee noted that good progress

Non-executive director appointment: Michele Greene

Candidate requirements

Search process

Interviews and
assessment of suitability

Appointrment

on this mattar,

arole specification was agreed which sought to identify candidates with skill and experience
arcas which would enhance the Board's effectivencss as it sought to deliver its banking strotegy,
including experience in retail banking. cards and digital wallets Candidates were sought with
experierce which reflected reguirements of the Group's proactive non-executive succession
planning, including those who could succeed to charing Board comrnittees in the future, A key
aspect of our candidate requirernents was cultural fit ond a natural affinity and empathy with
the Group's Purpose and our customers The candidate specification was prepared Lo clearly
recognise the value of diversity and inclusion and to reflect that diversity ir its brocdest sense
WOE O key priority for our search,

The candidote scarch and identification process was led by the Chairmaon and supperted

by Karn Ferry, which produced o longlist of candidates Lo support the Committoe’s succession
planning process. From an initial potential candidats hst of 28 candidates {with 66% formale
representation), the Committee roviewed a refined list of 17 potential candidates. with o
shortlist of preferrea candidotes chosen for further discussion and engagement. We warked
with Korn Forry to ensure that the appointment search was alert to all aspects of diversity

and inclusion throughout the process Female representation in the shorthst of cardidates for
future non-executive director roles was 414 In censidenng the pocl of potential candidates, the
committee considered and discussed the ethnic diversity of the non-exccutive dircctor talent
pool, challenging what further oction could be taken to drive greater ethnic diversity in the
pool of potentiol candidotes in order to support the Company's dasire to continue to improve
the ethnic diversity of the Board The Chairman engaged with our external recruitment advisor

Following review of the potential cerdidates Michele wos interviewed by Patrnick Snowball
and other Boerd members ond assessed against the role requirernents.

Following interviews, the Nomiration Committoe recommended the appoirtmant of Michele's to
the Board. Michele's appointment brings a range of skills and experience to the Board. including
in areas identified in our Boara Skuis Fctrix She has deep krowledge within the consumer craait,
card payments and digital bankirg sector Michelo 1s o chartered accountant by baockground and
combings tinance leadership, with a strong strategic and digital capability and entrapreneurial
experience She also brings exporience needed to support odar Board succeassion plens, with skills
and experierce to chair Board comrrittaas i the future. Michele joined the Board on 8 March 2023
We willtoport on the inductior prograrmime In naxt yeor's report.

Wewere supported in the scarch by Korr Forry Other than for recruitment and reloted talent
advisory services, Korn Farry has no other connection to the Company or indirvcual directors.
¥arn Ferry has been accroaited by the FTSE Women Leaders Review (and e predscessor the
Harmpton-Alexander Review.) undsr tha Erhances voluntary Code of Conduct for Exocutive
Search Firms. for its work in actively moving the dial or garder diversity across the FTSE 3560
and beyord
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Aims/objectives of our Inclusion
and Diversity Policy

— Creating and pramoting an -
inclusive and positive culture
and working envirenment that
is free from discrirmination,

- Ensuring that all colicagues are
treated with dignity and respect,
regardloss of any personal
charocteristics, and in accordance
with the law.

- Creating o culture where all our
colleagues feel able to spoak up
cbout any concerns -

- Addressing any instancaes of
inappropriatc or unaccepteble
beohaviodr such as hargassment, -
bullying, discrimination
and victimisation

- Providing guidance, training and
support to help our colleaguaos
deliver ourinclusion and
diversity commitments.

- Ensuring cur managers
load by example and set
appropriate standards. -

- tnabling all colleagues to reach
their full potential ond contribute
fully to the success of the business

~ Ensuning policies, procedures and -
practices comply with relevant
legisiation and cre inclusive of all.

- Actively engaging in days and
events which support eguality, -
inclusion and diversity.

- Promoting cur inclusion community
and Affinity Groups to increase
awarencess of Inclusion and diversity.

Our Board Diversity Policy

Sets out our commitment to achieving

a diverse and inclusive Board and sanior
management team.

Recoanisas thar having awider renge nf
perspoctives represented at senmor level
contributes towards a high-performing,
cffective leadership tcarm that brings greater
diversity of thought to better respond to

our diverse customer base and stakeholder
views, in arder to achieve the Group's overall
strategic aims

Ensures that the selection procoss for Board
appointments is based on ment, whilst alsc
ensuring diversa shortlists for Board roles.
Requires the Board's standing sub: committees
10 be appropriately composed in order to
undertake thair duties etfectively, including
appropriate balance of diversity

Confirms our commitment to measurable
objoctives regarding Board and senior
management diversity, including thase

set out in the Women in Finance Charter,

Hompton-Alexander Reviow and Parker Roviow.

Reiterates the Boord and Nomination
Committec’s roles in supporting and
menitoring activitios to increase diversity in
senior management roles and talent pipcline.
supports the engagement of executive search
firms which have signed up to the Volunlary
Cede of Conduct for Exccutive Scarch Firms
on gender diversity and best practice
Embeds diversity targets set out in the Listing
Rules and our commitment to meeting
diversity requiremants sct out in the Listing
Rules and Disclosure and Transparency Rulos.

How our Diversity and Inclusion Policy
supports delivery of our Purpose and strategy

By debvering our policy's key aims, itis the
Board's view that the Group will benefit from
awider range of perspectives and ideas
reprosentact ot soch sl of reonagonnoet
and ot Board level, contributing to @
high-performing and effective leadarship
leam which brings groater diversity of thought
to better respond te our diverse customar
base and stakeholder vicws in order to
achicve the Group's averall strategic aims.
An ctfective und diverse Board (and Board
committeos), with the appropricte collective
balance of divarsity, skills ond expernence,
has the foundations to be able to support
stakeholders’ views, challenge rmanagemsant
and achiove the Group's overall strategic
cims by having o wider range of perspectives
represented at Board level.

Cbjective

To ensure a rounded and diverse Board ard Group

Progress and implementation

Qur Inclusion and Diversity Policy, including the Boord Diversity Policy, and our formal

Exccutive Committee, oppomtments will be made

on ment, teking into eccaunt different bockgrounds,

diverse experience, porspectives, personalities,
skills and knowlodge, as wall as alignment with
the Group's culture.

documented Board appaointment reguire that appointments are to be made on merit,
taking into account diversity and alignment with the Group's culture Diversity forms a key
consideration of Board appointment and succession planning processes. You con regd
more about our most recent Board appointment processes on pages 97 and 98,

To cnsure Board appointment ‘long lists' reflect
the Board's diversity commitmeants.

To mamtain a balance of one-third of the directors

being women as a minimum.

To maintain a minimurn of one director from an
ethnically diverse background in support of the

Parker Review target.

The Board will support and rmoniter Group activities

undertaken to moct its diversity objoclives ond 1o
increase the percentage of senior management

rolos hold by warmen and othor undorrepresented

groups across the Croup
Additional management diversity objective

As a signatory to the HM Treasury's Wormen in
Finance Chartor, we havae o target 1o have 40%
fermale representation in the Group's senicr
menogement population by Decemboer 2024

©Our Board Diversity Palicy confirms our cornrmitment that all shortlists for our Board and
senior management positions are balanced from a gender perspective Cur Chairman
and Nomination Committae also ensure that we work with external search firms to drive
diversc candidate 'longlists’ for consideration for roles as they arise.
We have continuoed to exceacd this objective und femalc representation on the Board
os at the date of this report is BO%.

Wa have continued to meet this objective

The Committee has continued to review the Group's inclusion and diversity strategy and
initiatives, which have o kay role In ensuring we have a diverse senior managomaent and
colleague population and an inclusive culture. When reviewing talent management and
succession, the Comrnittee has revicwead the diversity of our talent pipeline and discussed
barriers to groater diversity

You can read on page 38 chout the progress made towords this target daring the yeor
For the purpeses of this target wo have identified Level 14 and above roles as the relevant
population and fermnale representationin this populution was 33% as at 31 Decernber 2022,
We clso remain comimitted to delivenng this objective by the Decemboer 2024 deadine.
Wo remnain focused on meeting the Harmptor- Alexander target of 33% at the Executive
Committee lovel and Hs direct reports. Female representation in the Fxecutive Committoc
and dircct reports population was 32% as ot 30 March 2023. This represents positive
progress in relation to this population over the last year, however, we remain focused

On continuiNg our progress.

Patrick Snowball
Nominatien Committee Chairman
30 March 2023
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Customer, Culture and Ethics Committee Report

Overseeing our

people and culture

Graham Lindsay
Customer, Culture and Ethics Committee Chairman
and Designated Non-Executive Colleague Charmpion

Role of the Committee
The Committee is responsible for:

- overseeing the embedding and monitoring of the Group's
culture, ensuring that cny material issues in regard to the culture
and othics applied across the Greup are gddressed,

— ovorsesing the development. embedding, ond montonng of
the KPIs by managernent of the Group's customer objectives,
Purpose, culture and athics within its oparations, consistent with
the Group's Strategic Blueprint;

- overseeing the Group's efforts to ensare that its policies, business
processes. procedures, systermns and behavicurs are consistent
with improving the customar experience and dolivering fair
custormaer outcomes;

= reviewing ond providing guidance for external communications
on key reputational issues within its remit. s.uch as customers,
dversity, and sustainability (ESG agenda environment,
sociol governanca),

ensuring that appropriate arrangements are in place to support
compliance with the 208 UK Corporate Govarnance Code and
the accountabilities under section 172 of the Coempanies Act 2008
as appropriate; and

- ensuring that appropriate employee engagement mechanisms
are in place for the Board to undarstand the viows of collsagues
sothese car be foctored into decision making

Allocation of time

KPI tracking 20%
Reviewing policies against Group's culture 18%
Monitoring governance, ESG

commitments and CR reparting 32%
Monitoring stakeholder expeciations 30%

The Committoc's terms of reference are ¢ rcilable at
www.vanguisbankinggroup.com
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Corporate culture is everything; it
impacts on everything we do. Getting
the culture right will ensure our business
is sustainabie, and delivers the right
outcomes for our customers, colleagues
and shareholders.

Graham Lindsay
Customer, Culture and Ethics Cormmittee Chairman
and Designated Non-Executive Colleague Champion

| arm pieased to present an overview of the Committee’s work
auring 2022 It has been a busy year for the Committee which
included the oversight of providing redress to customers
through the CCD Scheme of Arrangement, following our
campaign to contact 4.2 million customers via letter, email
and media, and the Group's refresh of the Strategic Blueprint
foliowing the significant change to the business model,
which you can read morg about on page 22. The Committee
is encouraged by the continuing development, of the
Group's Mission, vision and strategic drivers which will further
embed the Group's Purpose and ensure we are focused on
doing the right thing for our customers, colleagues, and ali
other stakeholders.

The membership of the Committee remains unchanged,
comprising three independent non-executive directors and,
where appropriate, the executive directors and members of
the senior management team are invited to attend mestings.
Biographias of the membaers, Elizabeth Chambers, Margot Jomes
and me are available on pages 71to 73.

During the yedar, the Committee’s core duties remained
unchanged as we continue to be focused en our
responsibilities to our customers and overseeing the Group's
culture. At each meeting the Committee reviewead and
discussed the key performance measures within the Group's
Blueprint and Customer Dashboards,

The Committee reviews the outcome of the annual Colleague
Survey each year. The survey for 2022 confirmed that we
maintained good levels of colleague engagement throughout
what has beaen a difficult and challenging vear due to the
change across the Group, including the wind-down of the CCD
business, the Scheme of Arrangement, and the restructure of
the Group's operating mode!. You can read more about the
ernployee survey results on page 39,

Feedback from the actien planning sessions on the 2022
Colleague Survey is currently underway across the Group
and will be used to further inform and develop collective
oction plans.
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Monitoring Dashboards
The Cornmittee adopts g KP| and evidence-based approach
o its waork,

The Blueprint Dashboard consists of four Blueprint outcomes,
each measured by a variety of metrics, with targets set where
appropriate, to ensure that the Group is able to demonstrate
Ihat it s déhvenng busness activities in accordance with

its Purpose and Strategic Pricrities. The Group's Head of
Sustainability is a standing attendee at the Committee
meetings and has responsibilily for monitering and reporting
metrics within the Blueprint Dashboard.

This Blueprint Dashboard is updated and submitted for review
by the Commitlee at each meeting so that it can monitor and
challenge the embedding of the Group’s culture and delivery
of positive customer outcomes.

Providing ongoing support to our communities, particularly
to children and young pecple, is an important aspect of
delivering our Purpose. The Dashboard confirmed that
good progress had been made on the number of colleague
volunteering hours being undertaken during 2022, with
colleagues using their skillz in support of a large number of
charities. There were also many team challenges including
at Thornton Community Centre and Café West Community
Centre in Bradford.

Thornton Cormmunity Centre offers a wide range of activities
that support the local community, such as stay and play
sessions in the morning and youth groups in the evening. The
team was tasked with turning o currently unused gross areq
into a safe cutdoor space by building a fence around it. Café
west is ¢ community centre in the Allerton area of Bradford
which serves a diverse community and provides a range

of services, including more than 30 different activities sach
week. The team transformed an overgrown ared into a new
community growing space by clearing out weeds, replacing
topsoil, levelling the ground, dismantling old raised beds

and making this outdoor space available to use.

Our colleague volunteering opportunities included the
provision of mentoring support to students at New College
Bradford, through a collaboration with our charity partner, the
Ahead Partnership. Through the programme three colleagues
mentored a group of 11 young paople, aged 16-18, from New
College Bradford, who are all taking IT and business focused
courses, in order to raise awareneass of the opportunities
available in cur business. The Commitiee tracks the
volunteering hours via the Blueprint Dashboard because it is
an important aspect of the Group’s Social Impact Programme
and shows how colleagues can use their own career journeys,
backgrounds and experiances to inspire children and young
people and help them to develop the core skills they need

to live their lives and achieve their full potential.

The Blueprint Dashboard enables the Committee to monitor
customer experiences through use of metrics such as Net
Promoter score (NPS). During 2022, the Committee noted
that the NPS score in the Group’s vehicie finance business
had declined which enabled the members to explore root
cause issues and corrective actions with management. The
Commitlee was able to propose how the NPS survey could
be better used to improve customer experience and provide
useful feedback to customer-facing colleagues.

During the year, the Committee received anupdate on the
progress of the newly developed Conduct Risk Dashboard,
which was created to enable monitonng of the high-level
customer journey and customer cutcomes. The first line
customer outcome testing approach has been evolved

to provide outputs that are aligned to the conduct risk
framework. The framewark was enhanced to include a

‘three-lens’ approach {Customer Outcomes, Business Outcormes
and Customer Experience) within the scorecard. During the
work to enhance the framework, a sliding scale was designed
to draw out the materiality of the cutcome from both a
conduct and business process perspective. Metrics have been
placed against each stage of the customer journey and these
are trowcvact in tho Rick Committee. for more infarmation an the
metrics please see the Risk Raport an page 108,

IN 2022, the Committes regularly listened to customer calls,

At its Novermber meeting the Committee listened to calls and
considered how these calls had been assessed against the
newly developed My Customer and Me (MCAM) framework
The MCAM framework provides the business with a level of
assurance ground customer testing that is able to clearly
demonstrate when outcomes are or are not meeting the
expected Group standards. This confirmed that when applied
practicaily, the framework will highlight where customer
interactions contain risks to the customer cutcome, regulatory
compliance or to the operations of the Group. Where a poor
outcome is identified, the framework ensures corrective action
is undertaken and managed in line with agreed controls. The
Committee discussed the calls and agreed that, generally, the
quality of service provided by the custemer-facing colleagues
was of a high standard and any areas of improvement that
had been identified would be taken forward by management.

Blueprint and culture refresh

During 2018, the Group developed a Blueprint which comprised
our Purpose, four strategic drivers and three behaviours,

and was designed to underpin the culture we neaded to

ke successful. A great deal has happened in the four years
since the Blueprint was developed and launched including
an unsuccessful hostile takeover bid, a global pandemic, and
the wind-down of the CCD business. Looking to the future, the
UK now faces a cost of living crisis and increasad economic
uncertainty and we believe there is significant cpportunity
for the Group to be best ploced to serve the needs of mere
people as the first-choice bank for those who are excluded
from accessing financial services from traditional lenders.

The Blueprint has been refreshed during the year to ensure it is
stilt relevant today and remains fit for the future of the Group.
Good progress has been made on evolving the Blueprint and
our core messaging regarding our Purpose, Vision, Mission,
Strategic Drivers and Behaviours. The Committee discussed

in detail how the Group would deliver on the Purpose through
a clear vision and Mission and how this will be achieved
through the three strategic drivers. Qur Mission is to be the
first~choice bank for the UK population who are excluded
from accessing financial services by the traditional lenders”.
To achieve that mission, the focus remained on people and
culture, growing our business in a sustainable and responsible
way and customers and community. The Committee
reviewed the Blueprint Dashboard to ensure that the metrics
currently tracked rermnained appropriate and aligned with the
refresh work

Corporate Responsibility Community Programme
The Purpose of our business is to help put people on a path
1o a bettar averyday life. Gne of the ways we do that is by
partnering with organisations through the Group’s community
investment programme to support the delivery of activities
and initiatives which seek to address some of the key

factors which, on their own or acting together, can reduce
social andfor financial inclusion. in 2023 we will build on this
award winning pregramme and launch a Foundation. The
Feundation will focus on helping te put children and young
people on a path to a better everyday life by providing them
with access to education, social and financial inclusion, and
economic development opportunities.
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Customer, Culture and Ethics Committee Report continued

Corporate Responsibility Community
Programme continued

The Foundation will seek to improve the lives of children

and young people by providing educationat and social
development opportunities which suppeoert financial and
social inclusion. In 2022, the Committee reviewed the launch
by the Group of @ £100,000 scheme working in partnership
with Schocl-Home Support and the Dixons Academias Trust
to supply essential items of school uniform for students who
need support across Bradford, Liverpool, Manchester and
Blackpool. School uniforms, in some cases, can cost as much
as £300, and as families struggle with the cost of living crisis
and rising energy bills, praviding school uniforms for their
children can become ¢ challenge, so we were pleased that
the Group was able to lend its support.

ESG and stakeholder considerations

Following the operating mode! changes and the creation

of the new shared services divisicn, including procurement
services, the Committee supported improvements to the
Group's supplier relationship management with a new
supplier relationship management (SkRM) framework launched
in 2022, under which all colleagues will be held accountable
for the management of key suppliers within our supply base.
The Commiitee considerad the relationships the Group

has with its suppliers, the impact of the closure of CCO on
suppliers and how we continue to ensure and evidence that
our supply chain adheres to and complies with the Modern
Slavery Act.

In the 1ast 12 months, the Group has been heavily focused
on maintaining suppliers’ service levels across its divisions
following the closure of the CCD business. A supplier survey
was sent to a representative sample of our supplier base.

Committee activities in 2022

- Impartont progress has been made on the 2022 leadership development stratogy which
comprised balding the outline to an Inciusive leadership programme for senior leaders

across the business

- In order to contribute ta the Board's overall accountability for the deliery of the Group's
sustainabiity performance. the Committes ensured that embedding sustainability
throughout the business, strengthening our governance to manage climate-related nsks
and opportunities, and monitoring progress of our net-zaro torget were priorities

- In order to support the Board's oversight of tho koy stakeholder relationships the
Committee received on update on the Group’s relotionship with key suppliors; the
feodback from the supplicrs was overall very positive, with some helpfut comments
on potential improverrcnts which could be made in both ‘collaboration potential’ and

commurication of tho ‘Group Strategy”

- The Committee histened to a wide range of randomly selected customer calls from
across the different prodguct lines to monitor customer outcomes and identify any
opportunities lar improverrent. which had beer fod back to pradact MDs

- The Committee recgived ar upcate on the progress of the implemeantation of the

Consumer Duty reguiremants across the Group.

- Reviewed arc approved the Group's Modern Slavery Act Statemert

- The Committee recelveo an Lpaate on the progress Made on the recommaenadiors

of the Task Force on Clhmate-related Fironcial Disclosures (TCFD),

- Tke Committee received un update on the progress of the nawly doveloped Corduct Risk
Frameviork ircluging the high-level customer journey which had been produced, and the
oxpacted custormer outcome that beer definod afongside eoch journoy stags.

- Receivea an updcte on the progress made In delivering the 2022 stckeholcor
ergogement strategy objoctives ard noted Group's stokeholdar engagement

objectives for 2023

— Trhe Committec received comfort that the Graoup was fully comphant with tha 2015 JK

Corporate Governonee Codo for 2022

— The Comrmittee reviewea the proposed governonce ard moragemert contrels which

The queastionnaire was designed to try and extract an
accurate perception of the Group as a customer, from
suppliers from different divisions and varying criticalities,

The overall responses evidenced that the Group is regarded
s a good customer, though areas for enhancement both in
collaboration potential and communication of Group Strategy
were also identified and the Committee will continue to
monitor these.

The Committee supports the Board in providing oversight of
the Group's appreach in managing and reporting ESG-related
matters. During the year, the Commitiee received two updotes
an how the climate risk agenda was being governed and
managed across the Group. This included an update on

the strategy in place to enable the Group to determine the
actual and petential impacts of climate-related risks and
oppoertunities on the business and its key stakeholders, and
one on the progress being made by management in setting
carbon reduclion targets which align with current climate
science, details of the Group's TCHD report are set on pages
40 to 49, Throughout 2022, we have engaged with colleagues
vig the "Greenprint’ section of the Stay Connected intranet site
on a range of issues such as why we medasure and report our
carbon footprint. Please see our FSG Report on pages 45 o 49,

Graham Lindsay
Customer, Culture and Ethics Committee Chairman
30 March 2023

Committee priorities in 2023

- Continue to discuss and review workplace
related mattors including tre results of the
Group's Collcague Surveys, feedback from
Colleague Forums, the diversity and inclusion
ogenda and leadership and development
provision, monitonng prograss with thoe
Future of Wark programmo

- Continue to focus an the customer
agenda by monitoring progress on
customer metnes relating to the emboedding
of g customer-focused culture across
Vanquis Banking Group and ensuring
that customer outcomeoes and interosts
are considercd throaghout every stoga
of the customer lifccycle.

- Review the provious year's 5172 Statomeant
against the market, consider external advice
and identity arcos for enhanced reporting
inthis area

Gversee the Group's approach to minimusing
its contribution to cmate change by reviewing
the delivery of the Group’s net-zero strategy
and by monaging chmata-reloled nsks
througk its Task Force on Climata-relatad
Finonciol Disclosuras (TCFDY work

- Raview the Group's complignce with relevant
regulatory ard voluntary reguirernonts,
including the Compary's Modorn Slavery
Stotement. Gerder Poy Gop Reports
and Prompt Payment Code

- Reviow and approve the Grodp’s commurity
irvostrrent strategy for 2022-22

hoo beon implernentod to onsure that sofficient leve! of ovarsight 1s provided, of the

appreach that Group takes o comply with the TCFG recomimendatiors

- The Corrrrittee recered an updat or the cast of ving crisis which ircluseda the FCA's

guidorce on tailored support ara what's requirad of firms

- Ovarsesa the emboddirg of tha stakeholder
engogement stratagy and morior progress
against tha samec

= Rowvizwswhistichlowing data ana considor
any cultural root causes and issues
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Audit, risk and internal control
Audit Committee Report

Ensuring a robust

control framework

Paul Hewitt
Audit Committee Chairman

Role of the Committee
The Committee is responsible for overseeing the following'

Financial reporting

— monitoring the integrity of the financial statements, and any other
published financial information, and reviewing the significant
financial reporting judgements therein;

- advising the Board on the Annudl Repaort and Accounts, including
whether itis fair, bolanced and understandahle,

- ossisting the Beard in assessing the Company’s going concem
status and ongoing viability;

External audit

- condudcting the tender process and recommending to the Board
the appointment, remuneration and terrms of engogement of the
external auditor,

- reviewing und monitoring the ndependence and objoctivily
of the external auditar,

- assessing the effectiveness of the external auditor,

- implementing and monitaring the Group’s pelicy on
non-audit services;

Internal audit

- assessing ond monitonng the offectivencss of the Group's
ntermal Audit function. including appreving the annuaf internal
Audit Plan; and

Internal controls and processes

- reviewing and monitoring the offectiveness of the Group's system
of intornal financial and operational controls

Allocation of time

Governance 15%
Financial reperting 35%
External audit 16%
internal audit 20%
Management reporting 12%

The Committec's terims of reference arc avalable at
https:/ fwwavanquisbhankinggroup.com
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Throughout 2022, the Committee
oversaw significant progress on
the embedding of an enhanced
control regime. This, combined with
close monitoring of the uncertain
macroeconomic landscape, will
continue to be the focus for 2023.

Paul Hewitt
Audit Committee Chairman

I am pleased to present the Audit Committee Report for
the year ended 31 December 2022, which summarises the
key activities of the Committee during 2022 and confirms
compliance with the Competition and Markets Authority
Statutory Audit Services Order.

The Committee membership has remained consistent for

the last three years, with me as Chair alongside two other
non-executive directors, Andrea Blance and Angela Knight.
Angela Knight continues to chair the Risk Committee and works
te ensure that the work of both Committees is coordinated.
The biographies of all members, which contain information an
their qualifications, are available on page 71 and Committee
attendance is detailed on page 91. The Board remains satisfied
that the Cormnmpitiee as a whole has sector competence and
an appropriate level of relevant financial experience.

Iam pleased to report that the recent Board effectiveness
review (page 93) confirmed that the Audit Committee was
‘well managed’, had a ‘good level of oversight’ and provided o
forum for vigorous challenge’ when necessary. The alignment
of the Boards of vanquis Bank Limited and the Company
also continued to embed successfully throughout the

year, reducing the administrative burden and streamilining
governance arrangements.

The transformation of the Group Finance function to

ensure sufficient maturity for an enhanced control regime,
as recormmended in the BEIS White Paper, ‘Restaring trust

in cudit and corperate governance’, progressed well
throughout the year In parallel, the implementation of cur
Integrated Assurance Framework also remainad on track. The
Committee was satisfied with the Group's progress against
the recommendations made in the Whits Paper and remains
committed to the further embedding of enhanced controls
throughout 2023,

ook forward to our 2023 AGM, where | would be pleased o
answer any further questions on the work of the Committee.
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Audit, risk and internal control continued
Audit Committee Report continued

Committee activities In 2022

- Reviewed ond approved the 2021 finoncial statements and areas of significant judgement, including the

going concern basis and viabihty statement. Contirmed that the 2021 financial statements wore fain balanced,

and understandable

Commiittee priorities
for 2023 .

- Continucd embedding
of the Integrated
Assurance Framework

- Reviewed and approved the Preliminary Results Announcaement,

Reviewed and approved the Non-Audit Feos Pelicy and non-audit fees for 2021

- Reviewaod and approved the Externol audit fees.

— Confurnad internal Awdit's Chartor, staternant of Independence and objectivity and offectivensss.

Revicwed the 2021 external auditor's fuli-year report and management fetter and recommended approval

of the same by Boatrd

— Reviewed and confirmed the result of the Internal Audit Self-Assessment

geross the three lines
of defence.

- Continued ovarsight
of the transformation
of the Group
Finance Team to
cnsure the correct
level of matunty
for an cnharced
control regime.

- Roviewed and approved the annual internal statement of governance, risk management and infternal control. — Continued monitoring

- Confirmed thot there wore sufficient distributable reserves to recormmend the payment of the 2021 interim
dividend {paid May 2022) and the 2027 interim dividend (paid Septomber 2022) to the Board.

+ Recoived the external auditor's interim review.

of the legislotive and
regulatory landscape
In relation to audit
reform and controls
enhancements

- Received and gpproved the external auditor's proposed 2023 audit plan.

- Rewiewod the accounting judgemaents proposaed by managemant including those set out an page 107,

- Received regular updatos from managemant on the continued embadding of the transformation

of the Group Finance function

- The further
development of data

Audit function

= Received reguiar reports on tha implementation of the Integrated Assurance Fraomework,

- Reviewcd and approved the Interim Managamoent Statement.

- Confirmcd the cocerdination of activitics hetween internal ard external audit

- Roeviewed ond approved the 2073 nternal Audit Plan

- Received on update on the progress made against the TCFD recammendations

- Received an update on the Group’s risk assessment processes and preventative meaosurcs o prevent

the Corporate Criminal Offence of failure to prevent tax evasion.

— Received an update on the outcome of the Board cormmmittee effectivencss evatuation

with its terms of reference during 2022

Reviowed and approved the Comimittec’s terms of reterence, 2023 forward agendao planner and adherence

Fair, balanced and understandable

Having regard to its duty undaor Code Provision 25, the Committae
considered whether the 2022 annual Report and Financial
Statements, when taken as a whole, was fair, balanced,
andunderstandable

Tho Committec odopted the seme rebust process ag in prior yeors
ta justify thoe staternent This incluced.

- Committee reviews to provide input at early steges of
drafting. Committes feedback was ther incarporotod into
subsequenrt drafts,

oversight of the process, whick included input. aveluation,
and venticotion by Group senior managemant,

- extarnal evoluctions af the Remuaneration and Governance
Reporls raspectively: ana

— privcte sessions wath the external cuditor

The Commitiee considerod management s arecs of significant
Judgerrents estirration and uncertainty ard emerging issJes as
set outin the financial statements on page 162 to 164 Theso aroas
clorgside the going concern assumptian, were sCratirised and
challengea by the Comrrittee and the externcl ougitor as part

of the year-erd processes
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In assessing complianee with the Code, the Committan considered
the following criteric:

Is the Report fair?
— st afull reflection of everts throughout the yeor ana corsistent
with mressages communicaled throughout the yoar?

Is the Report balanced?
— Is the rarrative reporting consistent with the inencicl reportirg?

- Are the statutory and adjusted measJres are
appropriately balorced?

Is the Report understandabie?
— Is it presertedir o logical order ant using ¢lear lenguage?

— Areamportant messages clearly highlighted as such?

- |z informction shown ir tabalar or grophie form where this would
assist the reader?

Conclusion

The Cemmittce concludad that, inits opirion, the 2622 Arnacl
Repart and Finarzicl Statemerts, whor taken as o whols, are
fair bolancea, and undsrstaraable ana rccommended this
assassmert to the Board
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Financial reporting process internal control and risk management systems

1he Committes receives regular reports fram the Internal Audit and Group Risk functions in relation to the effectiveness of internal
contrels and risk management systems. Where recommendations for improvement are macde, these are agreed with management
and progress is monitored by the Committee at each maeting. In 202], the Committee commissioned an external review of the
Group's internal financial controls environment, which identified three oreas where continued improvement was required.

Ared for improvement identified in 2021 Progress to date
Implementqtion ofa Group—wide integroted Significant progress was made during the yoar on the implarnentation
risk system of the Integrated Assurance Frarnowork, The frameowork, faciltated by

the Riskonnect software, will facilitate o single view of all risks atross
the Group You con read more about our nsk harmonisation activity on
pages 54-H8

Theem bedding of our speciulist banking The common Board structure and integrated operating model

group strategy embedded successiully dunng 2022, reducing the administrative
burden and enhancing strategic oversight The transformation of the
Finance Function has also progressed well during the year, with key
improvernents to internal controls notably in relation to the general
ledger, management reporting, financial plenning, treasury and the
finance operating model

The IT platform modernisation Atransformation programme is being executed which, over the
next fow years, will see all products on a uniticd modern technology
platform, providing a single view of our customer, and enable our
strategy and aspirations to be achicved, The transformation actvity
has commenced, with personal loans being serviced through the news
platformin 2023, fallowed by credit cords and vehicls finance.

Internal Audit submits to the Committee an annual assessment of the overall effectiveness of the governance, risk, and internal
contral environment of the Group. The assessment is o holistic view, considering the aggregate outcomes of audits conducted over
the year, and assesses a range of factors including first line controls, risk appetite metrics, risk and controls awarenass, governance
structures and people nisk. In February 2023, Internal Audit confirmed that the Company’s control environment had improved
significantly during 2022 and that the Risk, Compliance and Finance Functions were adequate and sffective.

Deloitte | LP provides an annual management lelter which identifies significant internal controls matters and the management
response. The Cornmittee also holds private sessions with the external auditor, in the absence of executive directors or management,
to ensure that any issues of concern are escalated to the Committee as necessary.

Internal Audit

The Group continues {0 operate anin-house Group Internal Audit function, managed by the Group Chief internal Auditor who
reports to the Committee at each meeting. Specialist services are provided by third-party consullants where necessary and
are subject to the Group policy on non-audit work. During the year, the Group Internal Audit function executed the approved
annual audit plan. The Plan is developed through a risk assessment ageinst each of the Group’s principal risks {page 58) and
the methodology for iLs development continues to be refined to ensure optimal risk coverage. The audit conclusions for 2022
deronstrate a significant improvernent in the control environment since the prior yeor. The Committee is satisfied that the
Group Internal Audit function is both independent and effective, as detailed below.

Independence The Group Chief Internal Auditor reparts directly to the Chair of the Committee, with an administrative reporting ing
to the Group Chicf Executive, and has no responsibilitics outside of oversight of the Internal Audit function, us reguired
undor tha Institute of Internal Auditors Code of Practice

The Committee holds regular private sessions with the Group Chicf Internal Auditor, in the absence of any axecutive
diroctor or member of management. The Chair of the Committee also mects with the Group Chiof Internal Auditor
at least quarterly.

The Group Chief Internal Auditor confirms to tha Committac that the Internal Audit function s organisationally
independent through an annual attestation,

Effectiveness The Committes ennually approves the Internal Aadit Charter ard regularly monitors progross against the internal
Audit Plan, The Committee scrutinises an Internal Audit sclf-asscessment and effectivensess review annually, and requests
rogular updatcs on any remediation requitements The Committea receaives ragular confirmation that the Interral Audit
function is oppropriately rescurced and hos suffisient expertse to fulfilits rele A 2021 Extornal Quality Assessment of
interncl audit, conducted by Ernst & Young, concludod thar the function benchmarked well againstindustry peors.
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Audit, risk and internal control continued
Audit Commiittee Report continued

External Audit

Appointment Dsloitte LLP has been the Group's externdl auditor for 10 years The Group's policy 15 to undertake o formal tendaer

and tenute process for the position of external auditor at lpast every 10 years; this was conducted in 2020 and Deloitte LLP was
selected by the selection panel. The Committee hos the authonty to commission a forrmal tender process at any time
It decides this may be in the Group's Hest interost

At the Committec meeting in March 2023, the Committee concluded that Deloitte LLP confinued to performn line with
expectations and remained independent of the Group Deloitte LLP's reappointment will be proposed te sharcholders
at the 2023 AGM

Effectiveness The Committac held private ssssions with the external auditor threo times during the year. The Committee schedules
the private sessions on an alternating basis ta ensure the Committoe Meets with both the internal and oxternal cuditor
In the absence of executive directors or senior management. This focilitates the ability of the axternal auditor to raise
any issues of concern. in addition to this, the Chair of the Committee meeats with the external audit pattner guarterly
and additional mectings or private sessions are available upon request

The annual assessment of the extornal auditor requires the fecdback of the Committee and Group and Divisional
Heads of Finunce. The scores and fecdback are shared with the external auditor and an action plan to address
rermediution neads s doveloped The main remaediation need identified in relation to the 2027 oudit wos the necd (o
allow sufficiont ime for testing and managerment response ahead of deadhines, though the overall conclusion was
that Deloitte LiP remained effoctive,

Tha FRC conducted an inspection of the 2021 financial statamaents for Vanquis Bank Limited, the results of which were
putlishad in December 2022, The report concluded that limited Improvemerits' were required and all findings ware
addressed by Delaitie dunng their 2022 gudit

Throughout tha yeaor, the oxtarnal quditar challenged management and demonstrated profossional scapticism
Cne notable example related to the 1T controls in the vehicle inance business during the interim peariod before the
systems upgrade; Doloitte dabated with manogemant regarding the appropriatenaess of intarim rnisk acceptancos.

Independence The Committee ensutes adequate sofeguords are in place 1o ensuro the independence of the external auditor.
and abjectivity Thescinclude
- a palicy on the appointmant of staff from the external auditor. engugoment partners, quality reviow partners, other
koy oudit partners, and senior mernbers of the cudit cngagemeont team may not be employed as Group Finance
Officer, Director, Finance Shared Services or any Divisional Finance Director;

- non-audit work is subjoct to the policy dotailed below ond the non -audit team does not prepars anything which
would be relled uponin the Group audit

work performed is subject to anindepencent professional standards review and Engagernent Qualty Control
Review procoss,

- the Committee considers the reappaintment of the external auditor, including the rotation of the audit partner,
annually The review considers both independenco and effectiveness, primarily using o scorecard systern
A new, leod Audit Portner has been in ploce since Moy 2022 and the transition period ren smoothly; ond

- the external ouditor attests its independence and objectivity to the Committec on an annual basis

Non-audit work The Company has a forma! palicy on the use of the external guditor for pon-gudit work, which s reviewed annually and
adheres 1o the EJ Audit Directive ond Regulations. The policy stipulates that non-audit work should only be owarded to
the external auditor when theres clear reasen to prefer it aver alternative supphers, following a rigorous procurerment
process. All owords of non-audit work fo the external auditer are monitored to ensure thot their independences, and
perceived independeance, are not comprormised.

The Cormmmittee must approve in advance ony award of non-audit work with an aggregaie value in excess of £250,000
The Chair of the Committee must approve any non-audit work with an aggregate value of £50,606-£250.000

Diololtte LLP's fees for ran-audit work dunng the yoar were £67m {2021 £1.2m) The ratio of audit to non-gudit foas
was 247
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Significant issues and areas of judgement

The critical accounting assumptions and key sources of estimation uncertainty considered by the Committee in relation to
the Annual Report and Financial Statements 2022 are outlined on pages 183-154 In addition to the matters set out on the next
page, the Committee also considered the going concern statement set out on page 158 The Committee discussed these with
the external auditor during the year and, where appropriate, these have been addressed as areas of audit focus as outlined
in the Independent Auditor's Report on pages 220 to 228,

Issue

Impairment of amounts
receivable from customers
Receivables are impaired on
recognition in accardance with
IFRS 9. The impairment allowance
is Initiclly dependent on the
probability of default (PD), the
loss given default (LGD) and the
exposure at default (EAD} wilhin
12 months, discounted at the
original effective interest rate (EIR).

Lifetime losses ore recognised
following a significantincrease
in credit risk.

The assessment of credit risk and
therefore impairment allowance
should be probability weighted,
and should utilise all information
available, including past events,
current conditions and supportable
forecasts of economic conditions
at the reporting date.

An assessment of macrogconomic
factors, including the latest
economic forecasts, is also required
o estimote expectsd losses.

Retirement benefit asset

The valuation of the retirement
benefit asset is dependent upon
a series of actuarial assumptions.

The key assumptions are in respect
of the discount rate, inflation

rates and mortality rates used

to calculate the present value

of future Jiabilities.

Judgement

Judgement is applied to

the impairment aliowance
required. This includes whether
past performance provides a
reascnable estimate of future
losses implicit within the PD,
LGD and EAD.

In 2022, adjustments made in
relation to the Covid-198 pericd
have been fully unwound as the
Group considers these impairment
provisions to be no longer
required. In addition, the Group
has refreshed SICR threshold
parameters in the credit cards
provisioning model to better
reflect the evolving receivables mix
following a refocus onto lower risk
market segments.

In light of the higher inflationary
gconomic environment and
rising living costs, a cost of
living post-model adjustment
remains in place.

Judgement is applied in
formulating each of the
assumptions used in calculating
the retirement benefit asset.

This considers any adjustments
made to the key judgements to
ensure they remain appropriate
for the Group's defined benefit
pension scheme.

I Actions

1he Audit Committee reviews and challenges
the key judgements applisd throughout

the year. This includes adjustments to
determining significant increases in credit
risk and default. Post-rmode| adjustments are
reviewed and challenged when impacting
PO, LGD or LAD.

The process of creating future estimates is
considered with peer analysis performed.

The design, implementation, and testing

of new models and any associated

model enhancements are reviewed and
challenged. The embedding of the new IFRS
9 moedet monitoring contro! framework will be
overseen by the Committee, and the required
ongoing monitoring of these models together
with associated conftrols will be reviewed and
challenged. Evidence following the period
end is gssessed to determine if the evidence
would have been available at the peried end
and included within the assessments.

The work performed by Deloitte LLP on
validating the management assumptions
is considered, Findings are presented in
Deloitte LLP's report to the Audit Committee
which is challenged with knowledge of the
latest circurmnstances.

The woerk performed by Group Internal Audit
is considered, in particular, en technology
and operational controls.

The Company’s external actuary, willis
Towers Watson, proposes the appropriate
assumptions and calculates the value

of the retirement benefit asset.

The Committee considers the adjustments
made by management to the core
assumptions proposed by the actuary.

The Committee also considers the audit work
performed by Deloitte LLP on the assumptions
and to what extent the assumptions are
within the suitable ranges of assumptions
based on audit experiance.

Compliance statement
The Group has fully complied with the Statutory Audit Services for targe Companies Market Investigation (Mandatory Use
of Carmnpetitive Tender Processes and Audit Committee Responsibilities) Order 2014 throughout the 2023 financial year,

Paul Hewitt
Audit Committee Chairman
30 March 2023
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Audit, risk and internal control continued
Risk Committee Repoart

Sustainable growth through
effective risk

management

Angela Knight
Risk Committee Chair

Role of the Committee

The Cormmittec has two primary roies firstly, to ensure that

there is an appropriate Enterprise Risk Management Framework
in operation aeross the Group, enabling offective oversight of
the Group's principal risks and its oggregated nisk position; and
secondly. to provide advice 1o the Bodrd in relation to tho Group's
current and potential future nsk strategies and exposures The
Comrnittee’s principal areas of responsibllity are os follows

- undesstanding the Board's strategy, desired culture and direction
and idantifying tho koy strategic and emerging nsks which might
prevent delivery:

- endorsing an overall risk appetitc ond recommendirg it to the
Board for approval at least annually;

- carrying out an gssessment of the principal risks facing the Group:

- monitoring the overcll effectivencss of risk management across
the Group and product Ines as overseen by the Group CRO;

— in conjunction with the Audit Cormmittae, reviewing the Group's
capability to identify and manage new risk typas, Gna keoping
under reviow the offoctivenass of the Group's internal control
and risk manogement systems,

— roviewing the Group's monogement of current and
forward-looking risk expasures;

- notifying the Board of any changes in the status and control
of maoteriol neks,

- reviewing the Group's managemeant of oparationai resilience;

reviowing and approving the Group's ICAAP, [LAAP and Group
liquidity assessmont, including the stress tosting and capital
allscation approach, and

- contindous improvement of risk outcomes for the Group through
effoctivo risk management plsnning

Allocation of time

Top of rind, principal and emerging risks 8%
Credit risk focus 15%
Risk appetite, framewaork, policy and harmonisation 1%
Reguiatery and prudential risk reporting 29%
Risk management effectivenegss 9%
Compliance and conduct 17%
Governance and remuneration |1E4

66

The Committee has been focused on
improving the risk profile of the Group
overall, with particular attention given
to the principal risks. The embedding
of expertise in our Risk function

has bolstered our frameworks and
enabled the Committee to continue
its work overseeing the delivery of the
Group strategy in a considered and
well-controlled manner.

AngelaKnight
Risk Committee Chair

| am pleased to report that the Group's overall risk profile
has improved throughout the year with several activities
centributing to this aggregate position.

As part of the strategic transformation from a legacy divisional
structure to a Group structured around product lines and
shared services, the Group and Vanquis Bank Risk Committees
ware combined. The Committee membership has remained
consistent with me as Chair and two other non-executive
director members, Elizabeth Chambears and Paul Hewitt, who is
Chair of the Audit Committee. The biographies of all members,
which contain information on their qualifications, are available
on pages 71te 73 and committee attendance is on page 81

I am also @ member of the Audit Committee and work with
Paul Hewitt to coordinate the work of bath Committees. The
Committes has increased both the frequency and duration

of its meetings during the year and expanded its schadule

to accommodate anincreased focus on current and
emerging risks

The Committee reviews the Chief Risk Officer's (CRO's) Report at
each meeting to facilitate discussion of the top of mind risks
(top down strategic and emerging risks), the principal risks
{bottom up all encompassing risks), and the Group's position
against its risk appetite and compliance and regulatory matters.
The CRO Report also informs the Commiittee of the second

line's oversight and challenge of first line operations and the
CRO provides an annual assessment of the effectiveness of

risk management. This year the Committee has received an
additional intenm assessment of risk management effectiveness
which provided us with a helpful mid-year cheack point

The Committee’s terms of reference are ovarlable ot
www.vanquisbonkinggroup.com
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At each mesting the Committee has:

- reviewed and asssssed the averall risk management
status of the Group;

- reviewed and assessed the Group's top of mind risks
and key risk priorities;

- reviewed and assessed the Group's principal risks;

- reviewed and confirmed the risk appetite status across
the Group; and

- reviewed the minutes and actions from previous meetings.

Key areas of focus

Credit risk

Responding to the volatile macroeconomic environment
during the year, the Committee has requested and received
more frequent and detailed credit risk reports. The Committee
reguested the inclusion of concentration risk dashboards

and oversaw the broadened monitoring of petential areas

of financial stress for customers, The Chief Credit Officer
attends the Committee and provides updates on the portfolic
performance, stability and cuslomer behaviours. Uncertainty
inthe macroeconomic environment dictates that we will
continug to monitor very closely the impact of rising interest
rates and other financial pregsures on our custorners.

IT change transformation

The Board has committed to transform the Group's IT
infrastructure to deliver the future strategy and desired
operating model The Committee has played a key role

in challenging management to ensure it has identified,
considered and addressed the risks presented by the (T
change programme. The Committee has invited the Chief
Information Officer to be a stending attendee and has
received a report regarding the IT strategy, transformaticn,
and associoted risk management activity at each mesting.
The Committee has provided guidance and approval to
management in support of its proposals to balance risk
management on legacy systems in order to oplimise
investment of resources, both time and money, into the new
infrastructure, Gateway. You can read more about the Group’s
investrment in its technological capabilities for sustainable
growth on page 9.

The Committee has overseen the continued pregress of the
first line control programme initiated in Vanguis Bank and
now extended to all of the Group. To date the programme has
defined 300+ controls, 893% of which have been designed and
73% of which have been implemented. All have contributed
to strengthening our control environment.

Prudential risk

I om pleased to recognise the considerable efforts that have
goneg into enhancing our prudential regulatory documents.
The ICAAP received significant focus in 2021 and 2022 which
delivered improvements to methodology and addressed

the simplification and improved risk profile of the Group. The
Committee reconsidered the ICAAP in May 2022 to approve
the summary narrative and reaffirm the calculations and
assumptions ahead of recommending it to the Board for
approval and its submission to the FCA and PRA.

On 8 March 2023 the Group announced an update abaut

our capital requirements from the PRA, following conclusion

of its Capital Supervisory Review and Evaluation Process.

The outcome was a reduction in the Group's Total Capital
Requirement by more than a third, from 18.3% to 11.9%. |

am delighted that our efforts to reposition the Group and
strengthen the Group-wide risk management framework have
strongly contributed to this cutcome. | would like to thank the
Treasury and Risk teams for their hard work and dedication

in helping us achieve this positive result.
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Following on from the enhanced ICAAP, the ILAAP has been
subjected to a detailed root and branch review during

2022 and was approved by the Committeg, for onward
recommendation to the Board, in December 2022. The
Committee commissioned expert independent advice to
provide further assurance over the methodological changes.

In November 2022 the PRA approved the Group's application
for a Core UK Group waiver. The Committee dedicated
significant time to carefully consider the liquidity risks that
might arise from the arrangement and to ensure each entity
was appropriately resourced and well run to honour the
arrangemeants. The Committee glso approved the associated
intra—group funding and lending framework.

Consumer Duty

The Committes has oversgen the submission of the Group's
implementation plan to the FCA for the Consumer Duty
Regulation. Sponsored by the CRC, a Consumer Duty
programme has been astablished to support the Group's
work to analyse, plan and implement the requirements of

the Consumer Duty Regulation. The Committee completed

a deep dive review of the regulation and its consequences
for the Group, and has been consulted on the programme’s
governance arrangements and establishing the accounicble
SMF. The Committee has received regular updates from the
programme, which has s far completed an in-depth gap
analysis of the Group’s current position against the regulation
in order to devslop the implementation plan, and established
a Steering Committee and a number of workstrearms' Product
and Service, Price and Value, Consumer Understanding, and
Consumer Support. The Consumer Duty programme will now
move to implement the activities that were committed toin
ourimplementation plan, in order tc embed the Consumer
Duty principles throughout 2023. The Commiltee will continue
to closely monitor its progress.

Risk harmonisation

The Commiltee has overseen significant progress on the Risk
Harmonisation Programme. All legacy frarnewoerks have been
consolidated into cne single Enterprise Risk Management
Framework to ensure a consistent application of best practice,
and enabled by a centralised Risk function.

An automated Risk Management System was implemented
with modules for Risk Appetite, Risk Events, Risk and Cantrol
Self-Assessment (RCSA) and Internal Audit activated during
the year. Additional modules for Complicnce and Regulatory,
Model Risk and Third-Party Supplier management are planned
for 2023. This technslogy ensures a secure and single central
repository of risk information and will provide improved
reporting and insight capability.

The Committee has overseen the continued development

of the Group’s Rizk Appetite Fframework to reflect the

changes to orgonisational structure driven by the strategic
transformation. The Committee receives comprehensive

risk appetite data with detailed plans regarding any
route-to-green activity for metrics that are not within appetite,

Looking forward, uncertdinty in the macroeconomic
environment dictates that we will continue to monitor very
closely the impact of rising interest rates and cther financial
pressures on our custormers throughout 2023. The continuation
of our 1T transformation means that execution risk and 17

and information security risk will be a central focus of the
Committee, alongside the associated risk acceptances

which we wilt address as the new infrastructure is introduced
and there is decreased reliance on legacy systems,
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Audit, risk and internal control continued
Risk Committee Report continued

Principal and emerging risks

The Commitiee is responsible for assessing the principal ond emerging risks to the Group. The CRO reports at each meeting on
principal and emerging risks and the Committee considers these and any other risks that may impact on the Group's strategy
and operations and assesses its aggregated risk profile. You can read more about how we identify and manage risks in the risk
management and principal 1isk section of our Strategic Report on pages 54 to 66.

Principal risks

Capital
Model
The Committee —) operational
has overseen the
implamantation
and efficacy of
B Technology
operational controls. and
infa-
security
Paople
Conduct
e
Regulatory
Financial
crime
Emerging risks
Paople risk

N

Funding

and
Liquidiry
The Committee
has commissionad
enhanced credit
risk reports from the
Chief Creait Officer.

Market

The Cormmittee
has invited the
Chief Information
Officertobe a

Strategic
Execution

climate standing attendee.
Legal
Governancs
Creditrisk
IT Platform
& Controls

The Committes considered

the way in which the
Group manages and

executes change.

Opportunities

Our Risk Management Framaework and Risk Appetite
Framework (RAF) establishes our appetite for risk and provides
direction on the appropriate risk taking across the Group.
we have processas and procedures to ensure that any risk
taking activity beyond our appetite is recognised, escalated
and addressed appropriately. The Committee ussessed the
Risk Appetite Framework in December 2022 ensuring that

it remained cppropriate to the risk strategy and profile of
the Group. The Committee approved recommendations by
managemant to refine some of the RAF metrics to reflect the

10

evolution of the Group across the year and the increased
sophistication of our ability to assess risk. In addition to
reporting on execution risk and strategic risk, the second

line monitors in-flight strategic programmes. This allows

the Committee to constructively challenge management's
implementation and helps identify execution risks at an early
stage. For further details regarding the principal and emerging
risk assessment, full details of the Risk Appetite Framework
and those principal and emerging risks the Board is willing

to take in ordier to achiove its long-term strategic objectives,
please see pages 54 10 66.
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Committee review of internal risk management
and controls

In accordance with the 2018 UK Corporate Governance
Code Principle O, the Board has a responsibility to establish
procedures to manage risk, oversee the internal control
framework, and determine the nature and extent of the
principal nsks the Company s willing to take 1N order

to achieve its long-term strategic objectives, Provision

29 requires the Board to monitor the Company's risk
management and intermal control systems.

Following a detailed review by the Cornmittee, the directcrs
can confirm that the Group's key risks have been robustly
assessed and are effectively contrelled. 2022 was a year

of continued improvement in terms of the Group's overall
risk profile. In reaching this conclusion, the Risk Committee
assessed the following criteric:

- acomparison between the Group’s net risk profile and
positioning on both 1 January 2022 and 2023, indicating
an improvement year-on-year;

- management of ‘top of mind' risks including credit risk
related to the cost of living crisis, strategic exscution risk,
technology and change, and cur preparedness to meet
new conduct regulation (Consumer Duty);

Committee activities in 2022

— perfarmaonce of the Risk function against its objectives as
agreed and assessed by the Remuneration Committee;

- anassessment of the implementation and embedding
of the Risk Harmonisation Programme to ensure consistent
application of best practices;
key strategic decisions taken and executed in 2022
which alter the risk profile of the Group, including the
change in structure and centralisation of shared services,
the wind-down of CCD and the introduction of open
market loans;

- anassessment of our relationships with our regulators,
which demonstrates a multi-year improvement; and

— other key indicators such as the reduction in open and
cverdue audit actions, engagement with risk awareness
activities and enhanced risk awareness within first
line management.

The Committee appreciatss that the embedding of ¢ risk-aware
culture is @ continual and iterative process. With this in mind
the Committee priorities to further enhance the Group's control
environment during 2023 are set out in the table below,

Angela Knight
Risk Committee Chair
30 March 2023

: Committee priorities in 2023

- Oversaw the Risk Hormonisation Frogramme, including the implementation — Overssee the embodding of tha Risk

of the Group-wide Riskonnact risk systam.

- Monitored the Group's strategic and emerging risks.

- Approved the ICAAPR ILAAP and Pillai 3 Disclosuras, for onward rccormmmendation

to the Board.

- Provided an attestation in support of Core UK Group woiver application

Harmonisation Programme sapporting
the transfer of accountability tor ngk
monagemeant into the first ine

— Closely manitor the Group’s top
of mind’ rigks

— Oversee execution of the Group's Consumer

— Performed enhanced monitaring aof credit risk change in light of changes Duty of Corc implernentation plan,

te the mocroeccnomic environment.

— Overseo [T strategic transformation

- Reviewed the principal risks, interral controland committec reports within the 2021 execution and the delivery of controls

Annual Report and Financial Statemeants.

inthe now IT Infrastructure,

- Reviewed ond approved the Group Lending Frarmewaork, including the stress testing

and capital allocation epproach.

~ Recommended to the Board the Consumer Duty of Care implementation plan.

— Received the CROs assessment of the exccutive directors” nen-fincncial scorecard

for 2021,

- Confirmed the offoctivenaess of the onnual Group Risk Monagement Mramework following

an intornal revicew by managemeant,

- Reviewed the Group MLRC Raport

- Monitored in detail comploints performanca across the Group and oversaw resulting

operational and process changas.

- Monitored IT resilicnce across the Group and the progress of the IT transtormation plan

via tegular reporting from the Group Chief Information Officer (CI0).

- Oversaw model governance and medel validation results.

- Received regular data protection performonce reports and action plan updotes,

= Approved the Complionae Monitoring Plan

- Approved the Committee’s rovised terms of reference (ToR} and forward agenda planner
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Directors’ Report

Our responsibilities

as a listed business

Melanie Barnett
General Counsel and Company Secretary

In accordance with section 414C{1) of the Companies Act 2008,
the directors present their report for the year ended

31 Decernber 2022, Information relevant to the Directors’ Report
that has been covered in the Strategic Report has been listed
below clongside its location Both the Strategic Report and

the Directors’ Report have been prepared and presented in
accordance with, and inreliance upon, applicable company
law. The liabilities of the directors in connection with both the
Directors’ Report and the Strategic Report shall be subject to
the limitations and restrictions provided by company law.

Other statutory information
(including that required by Listing Rule 9.8.4R)

Agreements with controlling sharsholders

Contracts of significance 215
Details of long-term incentive schames 131t0 132
Directars indernnities 13
Dividends 14
Engagement with employees 82 and 83
How we had regard to suppliers, customers
and others in a business relationship with
the Group 82to 85
Events post balance sheet date 2022; throughout
and 167
Risk management including principal risks 54 to 66
Future business developments 18-25
Going concern and viability statement 67
Greenhouse gas emissions, energy
consumption and efficiency 48

Interest copitalised

itern (7) in relation to major subsidiary

undertakings Not applicable

Non-pre-emptive issues of equity for cash Not applicable

n2

Not applicable

Not applicable

No political donations
Parent participation in a placing by a listed
subsidiary

Not applicable

Provision of services by a controlling
shareholder

Publication of unaudited financial
information

Not applicable

Not applicable

Purchase of own shares Not applicable

Research and development 116 and 182
Share capital - structure, voting

and ather rights na3

Share caopital - employee share plan

voting rights 13
Shareholder waivers of dividends 132
Shareholder waivers of future dividends 132

wWaiver of emoluments by a director 132

Waiver of future emoluments by a director 132

Articles of association

The directors’ powers are conferred on them by UK legislation
and by the articles of association. Changes to the articles

of association must be approved by shareholders passing

a special resolution and must comply with the provisions of
the Companiss Act and the FCa's Disclosure Guidance and
Transparency Rules.,

Corporate governance statement

The Company was fully compliant with all the provisions
of the 2018 UX Corporate Governance Code (the Code)
throughout 2022

The Greup's Corporate Governance Report is set out
on pages 68 to 8.

Directors

The membership of the Board and biographical details of the
directors at the year end are given on pages 71to 73 and are
incorporated into this repart by reference Commentary about
the Board's composition and Board tenure can be found

on page 20 to 81

All directors were prasent throughout 2022 and up to the
date of signing the Annual Report and Financial Staterments
2022, other than Michele Greene who joined the Board

on 9 March 2023 and Robert kast who resigned from

the Company on 13 January 2022

Appointment and replacement of directors

Rules about the appointment and replacement of directors
are set out in the Company's articles of association. In
accordance with the recommendations of the Code,
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all directors will offer themselves for appointment or
reappointment, as appropriate, at the 2023 AGM. As announced
on 26 January 2023, Malcolm Le May will step down when

lan Mclaughlin joins the Group in the Summer of 2023,

Directors’ indemnities

The articles of association permit the Company to indemnify
directors of the Company {or of any associated company)

in gccordance with section 234 of the Companies Act.

The Company may fund expenditure incurred by directors
in defending proceedings against them. If such funding is
by means of a loan, the director must repay the loan to the
Company, if they are convicted in any criminal proceedings
or judgment is given against them in any civil proceedings.
The Company may indemnify any director of the Company
or of any associated company against any liability.

Howsver, the Company may not provide an indemnity against:

1. any liability incurred by the director to the Company
or to any associated company,

2. any liability incurred by the director to pay a criminat
or regulatory penalty;

3. any liability incurred by the diractor in defending criminal
proceedings in which they are convicted,

4. any liability incurred by the director in defending any civil
proceedings brought by the Company (cr an associated
company) in which judgment is given against thern; or

5. in connection with cartain court applications under
the Companies Act, no indemnity was provided and no
payments pursuant to these provisions were made in 2022
or at any time up to the date of this report,

There were no other qualifying indemnities in place during
this period.

The Company maintains both a deed of indemnity in favour
of the directors and directors’ and officers’ liability insurance
which gives appropriate cover for any legal action brought
against its directors.

Directors’ powers

Subject to the articles of association, UK legislation and any
directions given by special resolution, the business of the
Company is managed by the Board. The directors currently
have powers in relation to the issuing and buying back of the
Company's sharas, which were granted by shareholders at
the 2022 AGM. The Board is seeking renewal of these powers
at the 2023 AGM.

Contlicts of interest

The Companies Act and the articles of association require
the Board to consider any potential conflicts of interest of
its members,

The Board has a formal policy and operates formal procedures
regarding conflicts of interest in order to identify and manage
conflicts and to raintain independent judgement. Al members
of the Board have completed conflict of interest forms which
are reviewed annually. All directors have an ongoing duty

to notify the Company of any changes and to ensure that
appropriate authorisation is sought where required and are
required to renew and confirm their external interests annually

The Board (excluding the director concerned) considers and,
if appropriate, authorises each director's reported actual
and potential conflict of interest, taking into consideration
what is in the best interests of the Company and whether the
director’s ability to act in accordance with his or her duties is
offected. The Board will refer to the Conflict of Interest Policy
for the most appropriate mitigating control.

Records and Board minutes of ail authorisations granted
by the Board and the scope of any approvals given are held
and maintained by the Company Secretary.

Share capital

The Company's issued ordinary share capital comprises a
single class of ordinary shares. The rights attached to the
ordinary shares are set cut in the articies of association. Each
share carries the right to one vote at general mestings of

the Company. No new shares were issued to satisty awards
made under the Long Term Incentive Scheme 2015 (LTIS),

the Restricted Share Plan (RSP) or Deferred Bonus Plan (DBP).
140,448 shares were issued during the year to satisfy exercises
of options under the Provident Financial Savings-Related
Share Option Scheme 2013

Rights of ordinary shares

All of the Company's issued ordinary shares are fully paid up
and rank equaily in all respects and there are no special rights
with regard to control of the Company. The rights attached

to them, in addition to those conferred on their holders

by law, are set out in the articles of association. There are

no restrictions on the transfer of ardinary shares or on the
exercise of voting rights attached to them, except:

1. where the Company has exercised its right to suspend
its voting rights or to prohibit their transfer following the
omission by their holder or any persan interested inthem
to provide the Company with information requested by it
in accordance with Part 22 of the Companies Act; or

2. where their holder is precluded from exercising voting
rights by the FCA's Listing Rules or the City Code on
Takeovers and Mergers.

Directors’ interests in shares
The below interests inciude those held by connected persons

Between 31 December 2022 and the 14 March 2023, being the
latest practicable dote prior to publication, there have been
the following changes to the directors’ interests:

= on 3 January 2023, Malcolm Le May received 7,559 shares
under the role-based Allowance.

Malcolm Le May's interest in shares as at 14 March 2023
is 1,138,553,

Mumbaor of shares
31 December 31 December

o o o 2022 202
Malcolm Le May 1,137,332 342,231
Neera] Kapur 689,298 400,838

98,477 96,477
Andreq Blance - -
Elizabeth Chambers 12,000 12,000
Robert fast' 5,0002 5,000
Paul Hewitt 34,205 34,205
Margot James - —
Angela Knight - -
Graham Lindsay 9,771 9,77
Michele Greene’ - —

Patrick Snowball

1 Robeort kast resignad on 13 January 2022
2 Holdings as atresignoation date, 13 lanuary 2022,
3 Michele Greona joined on 8 March 2023

Dividend waiver
Information on dividend waivers currantly in place can be
found on page 132.
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Directors’ Report continued

Substantial shareholdings

In accordance with the Disclosure Guidance and Transporency Rules (DTR 5) the Company, as at 14 March 2023
(being the lotest practicable date prior to publication of this report), had been notified that the following persons hold
directly or indirectly 3% or more of the voting rights of the Company.

Interests as at 14 March 2023 Holders (descending %)

15.01%
12.20%
9.03%
7%
4.60% 460% A08% 99 .

08% 3.89% 380% 303%

‘ cdsan Elgrkkark Caltrans Aseet Marothon 2ssct wanguard Jonus
Ireastment Mamagement Kermmpnar Capital KManggarwnt Managerent Croug b endeaison

kuanegerent FAanagerent (8 5] Llanagerernl In-estors

Interests as at 31 December 2022 Holders (descending %)
13.43%
12.21%
903%
TA2%
4.85% o ~
24.07% 3.93% 3 79%

) 3.82% 3.79% 320%

Schroder kedood Captul Eaadsen Eluckikock Karathan aswet Golirane aszct Nonguond Ap=zriorth

renk kanagement  Kermpras Caganal Managament  RanogEment Group nvestmisnt IN 651015 Fariers

blanagerert [S5b] Manegemem

Allinterests disclosed to the Company in accordance with DTR 5 that have occurred since 14 March 2023 can be found

on the Group's website’ wwwyanquisbankinggroup.com

Profit and dividends

The continuing operations profit before taxation, amortisation
of acquisition intangibles and exceptional items amounts to
£126.6m (2021 profit of £167.8m).

As at the date of this report, the directors have declared
dividends as follows,

Ordinary sharos {p por shara}

Interim dividend

2022 (paid on 22 September 2022) 5p
2021 (paid on 20 May 2022) 12p
Proposed final dividend

2022 {proposed 1o be paid on 7 June 2023) 10.3p
2021 £nit
Total ordinary dividend

2022 153p
20321 2p

14

All-employee share schemes

The current schemes for employees residentin the UK are the
Provident Financial Savings-Related Share Option Scheme 2022
(sAYE) and the Provident Financial Share Incentive Plan 2022 (SIP)
The plan rules will be updated to reflect the change of Company
name to Vanquis Banking Group plc in due course.

Share schemes are a long-established and successtul
part of the total reward package offered by the Company,
encouraging and supporting employee share ownership.
The Cormpany's schemes aim to encourage employees’
involvernant and interest in the financial performance
and success of the Group through share ownership

The Cormpany’s SIP offers employees the opportunity to further
invest in the Company and to benefit from the Company’s
offer to match that investment on the basis of one matching
share for every four partnership shares purchased.

Total Taotal

participants as  geTciports o5

at at

31 Decernber 3 Docermber

Scheme title 200 202
SAYE 528 864
SIP 147 139
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Executive share incentive schemes

Awdrds are also outstanding under the RSP and DBP. DBP
awards were granted during the year on 7 April 2022, RSP and
CSOP options were granted uncler the RSP on 7 and 26 April 2022.
Further information is set out on page 131 and 132,

Shares were awarded to the CEO under the role-based
allowance (RBA). Further information 1s set out on page 133

Provident Financial plc 2007 Employee Benefit
Trust (EBT)

The LBT, a discretionary trust for the benefit of executive
directors and employees, was established in 2007. The trustee,
$G Kieinwort Hambras Trust {C1) Limited, is not a subsidiary

of the Company. The EBT aoperates in conjunction with the
LTI5, RSP, RBA and DBP and either purchases shares in the
market or subscribes for the issue of new shares. The EBT is
funded by lcans from the Company which are then used to
acquire, either vic market purchase or subscription, ordinary
shares to satisfy awards granted under the LTIS, RSP and DBP.
Funds are used to acquire shares by way of market purchase
for the RBA. For the purpose of the financial statements,

the EBT is consolidated into the Company and Group. As a
consequence, the loans are eliminated and the cost of the
shares acquired is deducted from equity as set out in note 20
on page 211 of the financial statements.

In 2022, the EBT agreed 1o satisfy awards made under the RSP
and CSOP options under the RSP in relation to 2,376,546 shares
inthe Company. In 2022, the EBT also agreed to satisfy buyout
award agreements in relation to 8,880 shares in the Company
and to satisfy an award under the RBA of 28,433 shares in the
Company by way of market purchase.

As at 3] December 2022, the EBT held the non-beneficial
interest in 2,946,015 shares in the Company (202} 2,864,456).
The EBT may exercise or refrain from exercising any voting
rights inits absolute discretion and is not obliged to exercise
such voting rights in a manner requested by the bensficiaries,

Provident Financial Employee Benefit Trust

(the PF Trust)

The PF Trust, ¢ discretionary trust for the benefit of executive
directors and employees, was established in 2003 and
operated in conjunction with the PSP. The trustee, Provident
Financial Trustees (Performance Share Plany Limited, is

a subsidiary of the Company. The PF Trust has not been
operated with the Performance Share Plan since 2012, when
the previous PSP expired As at 31 December 2022, the PF Trust
had no interest in any shares in the Company (2021: nil).

Provident BAYE Trust {the BAYE Trust)

Administration of the Group’s share plans has transitioned

in the year from YBS to Equiniti. The Provident BAYE Trustis
discretionory trust which was established in 2013 to operate
in conjunction with the SIP. On 30 November 2022 YBS Trustee
was retired and EQuiniti Share Plan Trustee was appointed.
Neither are subsidiaries of the Company. The BAYE Trust is
funded by loans from the Company which are then used to
acguire ordinary shares via market purchase to satisfy the
Mateching Awards for participants of the SIP.

For the purposes of the financial statermenits, the BAYE Trust

is consolidated into the Company and Group. Participants

in the SIP can direct the trustee on how L6 exarcise its voling
rightsin respect of the shares it holds on behalf of the
participant As at 31 December 2022, the BAYE Trust held the
non-beneficial interest in 196,535 shares (2021 211,894 shares).
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Colleague engagement and investing

in our workforce

We invest in our colleagues through recognition, reward,
development, wellbeing, the working envirgnment and cutture.
Colleagues are recognised through our ‘Better Everyday’
recognition platform and our ‘Perks at Work’” scheme, which
otffers colleagues in-store and unline rewards and discounts,
online training courses and mental wellbeing courses.

We have o Group Reward Fromework that enables clear

career progression and movement around the Group. We have
established mechanisms for colleague engagement including
appointing a Designated Non-Executive Colleague Champion.

Information relevant to how we invest in our colleagues
and where it can be found:

Information o o - Location
Reward and recognition 137
Learning and develepment — management

programmes, apprenticeships, mandatory

e-learning and mentoring 39 and 81
Culture — equal opportunities, gender cliversity,

other diversity and inclusion and Colleague

Survey results 39 and 8]
Health and wellbeing - support and initiatives 8l
Engagement — internal communication,

Colleague Survey, Workforce Panels and 80 to 82
Designated Mon-Executive Colleague Champion and 86

Equal opportunities and diversity

The Group is committed to employment policies which follow
best practice, based on equal cpportunities for all colleagues
irrespective of gender, pregnancy, race, colour, nationality,
sthnic or national origin, disability, sexual orientation, age,
marital or civil partner status, gender reassignment, religion or
belief. The Group gives full and fair consideration to applications
foremployment from disabled persons, having regard to their
aptitudes and cobilities Appropricte crrangements are made for
the continued employment and training, carser developrnent
ond prometion of disabled persons employed by the Group
including making reasonable adjustments where required. If o
member of staff becomes disabled, every effort is made by the
Group to ensure their continued employment, either in the same
or an alternative position, with appropriate retraining being
givenif necessary.

Pensions
The Group operales two pension schemes Inthe UK.

Employee involvement in the Group defined benefit

pension scheme is achieved by the appointment of
member-nominated trustees and by regular newsletlers and
communications from the trustees to members. In addition,
there is a website dedicated to pension matters. The trustees
manage the assets of the defined benefit pension scheme
which are held under trust separately from the assets of the
Group. Each trustee is encouraged to undsrtake training

and regular training sessfons on current issues are carried
out at meetings of the trustees by the trustees’ advisors.

The training schedule is based on The Pensions Regulator's
Trustee Knowledge and Understanding requirements. The
trustees have a business plan and, ot the start of each year,
review performance against the plan and objectives from the
previous year. In addition, they agree objectives and a budget
for the current year.
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Directors’ Report continued

Pensiens continued

The trustees have a risk register and an associated action
pian and a Conflicts of Interest Policy, both of which are
reviewed at lsast annually.

As al the year end there were three trustees nominated by
members and four trustees oppointed by the Company.

The trustees have implemented o de-risking investment
strategy which has been agreed with the Company The
objective of the strategy is to reduce the risk that the assets
would be insufficient in the future to meet the liabilities of the
scheme. The da-risking investrnent strategy is kept under
close review by both the trustees and the Company.

The Company has put Pension Trustee Indemnity Insurance
in place to cover all the Group’s pension schemes where
individuals act as trustees. The trustees are also protected by
on indemnity within each scheme’s rules and this insurance
sffectively protects the Group against the cost of potential
claims impacting on the solvency of the pension schemes.

The Group operates a Group Personal Pension Plan for
employees who joined the Group from [ January 2003 and a
Group Personal Pension Plan for employees of Moneybarn who
joined the Group from 1 January 2003, Employees in both these
plans have access to websites which provide information
about their funds and general information about the plans

Compliance

The Risk and Audit Committees oversee compliance and
work together to review the systerms and controls for the
prevention of bribery. Compliance is also menitored by the
Divisional Boards.

Health and safety

The Group is committed to achisving high standards of heallh
and safety in relation to all of its colleagues, those offected

by its business activities and those attending its premises

During 2022, an ambitious heaith and safety strategy was
implemented 1o develop new Group-wide H&S policies and
procedures, while building on a strong record of delivery
and performance.

Mandatory H&S training has been refreshed to equip
colieagues with a robust awareness of the H&S risks posed in
an ever-changing workplace, whether office or hybrid working,
along with strategiss to mitigate that risk.

Accident and reporting statistics remain ¢ key performance
indicator and area of focus. During the year there were no
RIDDOR reportable events.

Anti-bribery and corruption
The Group has a policy on anti-bribery and corruption which
reflects the requirements of the Bribery Act 2010 (the Policy).

The Policy sets out the Group's zero-tolerance approach

to bribery and corruption and its commitment to acting
professionally, fairly and with integrity in allits business
dealings and relationships, wherever it cperates, and
implementing and enforcing effective systems ond controls
to counter ribery, corruption and other financial crimes.

The Policy applies to cll employees, contractors and directors
N relation to the business activities undertaken Dy, or on
behalf of, the Group. It alsc applies to any third party which

is undertaking business for or on behall of the Group, which
must comply with the Policy or maintain equivalent standards
and safeguards to prevent bribery and corruption

Under the Policy, all employees, contractors, directors and
relevant third parties of the Group and its divisions must
comply with the following minimum requirerments:

- they must not directly or indirectly engage in bribery
or corruption in any form; and

- they aiso must not accept, solicit, cgree (o receive,
promise, offer or give a bribe, or facilitate payment,
kickback or other improper payment

The Policy clso states that if an employee, contractor, director
ar relevant third party of the Group or its divisions becomes
aware of a breach of the above minimum requirements they
must immediately comply with applicable protocols and
procedures to inform an appropriate person within the Group
who must as soon as i reasonably practicable report the
incident to the Deputy Cormpany Secretary.

The Group provides anti-bribery and corruption broining
to all colleagues.

Related policies

Gifts and Corporate Hospitality Policy

The Group has a Corporate Hospitality Folicy which sets

out the Group's requirements for the review, approval and
documentation of any gifts or corporate hospitality which are
accepted, offered or provided. The Risk Committes overseeas
the Gifts ond Cerporate Hospitality Policy.

Whistleblowing Policy

The Group has a whistieblowing Policy which is overseen
by the Board. The Group s committed to fostering a culture
of openness, honesty and accountability and requires

the highest possible standards of professional and

ethical conduct

A Group whistleblowing Forum is in place which oversees
whistleblowing invastigations, reviews managemeant
infarmation and takes the opporwnity to consider

any concerns regarding persistent trends and shares
Lest practice.

shouid any Group colleagues have any concerns relating
to anti-bribery and corruption or corporate haspitality then
anonymous concerns can be raised through the Group's
external third-party helplineg facility os dstailed in the Group
Whistieblowing Policy Whistleblowing arrangements are
overseen by the Board.

The Group provides whistleblowing training to alf colleagues.

Overseas branches
The Group has no overseas branches.

Political donations
The Group made no political donations nor incurred any
political expenditure during the year.

Research and development

The Group's research and develepment activities have
predominantiy related to systems and applications for the
credit cards and personal loans businesses as set cut in Nnote
19 on page 192 of the financial statements
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Environment and greenhouse gas emissions

The Group's greenhouse gas (GHG) and energy use

repaorting is undertaken in accordance with our obligotions
under both The Companies Act 2006 (Strategic Report and
Directors’ Report) Regulations 2013 and the UK Government's
streamlined Energy and Carbon Reperting (SECR) palicy that
has been implemented through the Cnmpnnies (Direntors’
Report) and Limited Liability Partnership (Energy and Carbon
Report) Regulations 2018. These emissions are reported in
accordance with WRI/WBCSD GHG Protocol. We use a financial
control approach to account for our GHG emissions and

use emission conversion factors from Defra/DECC's GHG
Conversion Factors for Company Reporting 2020, Our GHG
emissions are calculated using energy use data accessed
via meters and energy suppliers, and from records of fuel use,
business travel bookings and waste management datg; see
our Sustainability Report for more information.

The Group's total GHG emissions, in tonnes of CC,

equivalent {CO.e), along with details of our energy use

and an intensity ratio, are reported in the table on page

48. Corporate Citizenship has provided limited level ISAE
3000 (Revised) assurance in respect of this data. Its full,
independent assurance statement is available online at:
wwwyvanguisbankinggroup corn/sustainability. Where
challenges have occurred in obtaining data, estimates have
been used and assured by Corporate Citizenship.

The Group's Climate Risk Committee, which is chaired by
Gareth Cronin, the Group Chief Risk Officer, and includes
senior representatives from functions such as Finance, Risk,
Operations and Sustainability, has been established to
help the business to assess, manage and report material
climate-related risks and opportunities, and ensure that we
continue to meet the recommendations of the Task force
on Climate-related Financial Disclosures (TCFD). Details on
the progress the Group has made during 2022 in meeting
the TCFD recommendations are set out on pages 40 to 49
In December 2022, the Group goined o Carbon Disclosure
Project (CDP) rating of B- (2021: B-) for our climate change
risk managemeant sfforts throughout the year

Directors’ responsibilities

The directors ars responsible for preparing the Annual
Report and the financial statements in accordance with
applicable law and regulations.

The directors have alse chosén ta prepare the parent
company financial statements under United Kingdom
adopted international accounting standards. Under
company law the directors must not approve the financial
statements unless they are satisfied that they give a true
and fair view of the state of affairs of the Company and

of the profit or loss of the Company for that period.

In preparing these financial statemeants, International
Accounting Standard 1 requires that directors:

- properly select and apply accounting policies;

- present information, including accounting policies, in
a manner that provides relevant, reliable, comparable
and understandable information;

- provide additional disclosures when compliance
with the specific requirements of the financial
reporting framework are insufficient to enable

To help us to manage and reduce our wider impacts on

the environment the Group continués to have in place an
environmental managemant systerm (EMS). Our EMS helps

us to identify, assess and reduce key environmental risks

and impacts; sel and deliver against environmental targets;
and ensure our legal complianee. This EMS is independeantly
audited each yaar against the requirements of the
international management standard IS0 14001:2015. Following
the environmental audits carried out in 2022, all the Group's
business premises in Bradford, Londoen, Chatham in Kent and
Petersfield in Hampshire were re-certified to comply with the
international standard 1ISO 14001:2016. The ongoing functioning
of the EMS is overseen by the Environmental Working Groups
that are in place across the Group.

Important events since the end of the financial year
{31 December 2022)

On 26 January 2023 the Group announced its decision to
change its name to Vanquis Banking Group plc. Cn the
same day it alse announced that Malcolm Le May had
decided to step down as CEQ; that lan Mclaughlin had been
appeinted as CEQ, subject to regulatory approval; and that
it had launched a pllot phase for a new secured product of
second charge mortgages. On 8 March 2023 the Company
anneounced an update on its Capital Reguirement and on
9 March 2023 the Company appeinted Michele Greene as
o Nen-Executive Director. You can read maore about these
changes in our Chairman’s Statement on page B and 7,
and throughout cur Strategic Report.

Financial instruments

Details of the financial risk management objectives and
policies of the Group and the exposure of the Group to credit
risk, liquidity risk, and market risk are included on pages 165
tc 168 of the financial staterments.

Significant agreements

There are no agreements between any Group company and
any of its employsees or any director of any Group company
which provide for compensation to be paid to an employee

or a director on termination of employment or for loss of office
as a consequence of a takeover of the Company.,

users to understand the impact of particular
transactions, other events and conditions an
the entity's financial position and financial
performance; and

- make an assessment of the Company's ability
to continue as o geing concern.

The directers are responsibls for keeping adequate
accounting records that are sufficient to show and

explain the Company’s transactions and disclose with
reasonable accuracy at any time the financial position of
the Company and enable them to ensure that the financial
staternents comply with the Companies Act 2006, They

are also responsible for safeguarding the assets of the
Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

The directors are responsible for the maintenance and
integrity of the corporate and financial information
includsd on the Company’'s website. Legislation in

the United Kingdom governing the preparation and
dissemination of financial statements may differ from
legislation in other jurisdictions.
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Directors” Report continued

Directors’ responsibility statement
We confirm that te the best of our knowledge:

- thefinanclal statements, prepared in accordance with
the relevant financlal reporting framework, give a true
and falr view of the assets, liabilities, financial position
and profit or loss of the Company and the undertakings
includad in the consolidation taken as a whole;

— the Strategic Report includes a falr raviow of the
development and performance of the business and
the position of the Company and the undertakings
included in the consolidation token as a whale,
together with a description of the principal risks and
uncertainties that thay facs; and

- the Annual Report and Findnclal Statements, taken
as a whole, is foir, balanced and understandable and
provides the information necaasary for shareholders o
assess the Company’s position, perforiance, business
meodel and strategy.

The directors are also required by the FCA's Disclosure
Guldance and Transparency Rules (DTR) to include a
managemaent report containing a foir review of the
business of the Group and the Company and a description
of the princip<l risks, emerging risks and uncertainties
tacing the Group and Company.

The Directors’ Report and the Stiotegic Report constitute
the monogement report for the purposes of DTR 4.15R and
DIR 4.1.8R The divectors are responsible for keeplng proper
accounting records that are sufficient to:

-~ show ond explain the Company's transactions;

- disclose with reasonable accuracy at any time the
financial position of tha Company and Group; and

~ enable them to ensure that the financiol statements
and the Directors® Remuneration Report comply with
the Act and, as regards the Group financial statements,
Article 4 of the IAS Regulation. They are clso responsible
for safeguarding the assets of the Company and the
Group and taking reasonable steps for the prevention
and detection of froud and other irregularities.

The Annual Report and Financial Stotsments 2022 will be
published on the Group’s website in addition to the normal
paper version.

The diractors are responsiole for the maintenance and integrity
of the Group’s webstite. Legisiaticn In the United Kingdem
governing the preparation and dissemination of financial
staterments may difer from legislation in cther jurisdictions.

18

Responsibility statement

Company law requires the directors to prepare financial
staternents for each financlal year. Under that law the
directors are required to prepare the Group financial
staternents in accardance with relevart IFRS, IFRIC
interpretations and the Companies Act 2008.

The directors wiho held office during the financial yeor
and to the date of this report were as follows:

Patrick Snowball chairman

Malcolm Le May Chief Executive Officer
Neeraj Kapur Chief Finance Officer
Andreq Blance Senlor independent Director
Angela Knight independeant Non-Executive Diractor
Elizabeth Charmbers  Independent Non-Executive Director
Margot James Independent Non-Executive Director
Poul Hewitt Independent Non-Exscutive Directar
Grahom LUndsay Independent Non-Executive Director

independent Non-Exacutive Director
Michele Greene Appointed on 8 March 2023

Indapendent Non-Executive Director
Robert East Resigned on 18 Jonuary 2022

Disclosure of information to auditer
In cecordance with saction 418 of the Act, each parsonwho
Is a director as at the date of this report confirms that:

- sofar as they are oware, there is no relevant audit
Information of which the Company’s extarnal auditor
Is unaware; and

— thay have token all steps that ought to have been taken
as a director in order to make themselves aware of any
relevant audit Infermation and to establish that the
Compony’s extarnal auditor is aware of that Information.

Auditor

Deloitte LLP, the external auditor for the Company, was first
appeinted in 2012 and, following a tender process in 2020,
a resclution proposing its reappolintment was passed at
the 2022 AGM. The reappointment of Deloltte LLP as the
Company’s external auditor is proposed ot the 2023 AGM.

2023 AGM

Thea 2023 AGM will be held ot the offices of Clifford Chance,
10 Upper Bank Street, London, E14 6J.) on 25 May 2023 at
1130am. The Notice of AGM, togather with an explanation
of the itemis of business, will be contained in the circular to
shareholders dated 30 March 2023 and is avaliable on our
website, www.vanquisbankinggroup.com.

Approved by the Board on 30 March 2023 ang;signed
by order of the Board. ’ f
e sCe

Melanie Barnett
Geheral Counset and Company Secretary
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Directors’ Remuneration Report

Annuadl Statement by the Chair of the Remuneration Committee

Ensuring remuneration delivers the right reward

outcomes across the Group

Andrea Blance
Remuneration Committee Chair

Committee members {attendance)
Andrea Blance (Chair) (5/5 plus 1/1 ad hoc)

Margot James (5/5 plus I/1 ad hoc)

Graham Lindsay (5/5 plus 1/1 ad hoc)

The Chairman, the Group Chief Executive Officer (CEO),
the Chief People Officer (CPO), the Group Reward
Director and the Commitiee’s independent advisor (PwC)
attend Committee meetings by invitation. No person
is in attendonce when their own remuneration is

peing discussed.

66

Throughout 2022, the Committee

has focused on ensuring that our
remuneration policies are applied
consistently and fairly to all colleagues.

Andrea Blance
Remuneration Committee Chair

The report complies with the provisions of the Companies
Act, the Large and Medium-sized Companies and Groups
(Accounts and Reports) Regulations 2008 and the Listing
Rules of the FCA. The Company alsc follows the requirements
of the UK Corporate Governance Code (the Cods) updated
in July 2018.

On behalf of the Board, and as the Chair of the Remuneration
Committee, | am pleased to present the Directors’
Remuneration Report (DRR) for the year ended 31 Decamber
2022. The report sets out how the Committee carried out

its responsibilities during the year and our approach to
remuneration in 2022 and explaing the rationale for our
decision making.

As part of this report, we are presenting our new Directors’
Remuneration Policy (the Policy} which, if approved, will

apply from the date of the 2023 AGM for up to three years,

No material changes are proposed to the Policy as the
Committee is confident that it remains fit for purpose and
continues to support the delivery of our strategy. A summary
of the proposed changes is includsd below, and the full Policy
is set out on pages 123 to 124,

This year has been a significant one for the Group, as it has
continued to deliver on fts Purpose, 'to help put peeple ona
path to a better everyday life), in what has been a challenging
set of economic circumstances for all. The economic impact
of the Russian invasion of Ukraine, and the continuing fallout
from the Covid-1¢ pandemic have combined to produce a
very uncertain environment, with high inflation and higher
interest rates combining to create cost of living challenges for
both our colleagues and our customers By continuing to lend
responsibly to customers who can’t access traditional lenders,
the Group helps to deliver financial inclusion and, through
that, support social mobility.
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Directors’ Remuneration Report continued

Annual Statement by the Chair of the Remuneration Committee continued

In 2022 the Group completed its pivot into the mid-cost
credit market, and its repositioning as a banking group,
which culminated with the Group changing its name in
2023 16 Vanguis Banking Group (the Group). Going forward,
the combination of the Group's Social Purpose with the
benefits the banking structure brings, means the Group

is well positioned to deliver its vision of becoming the
leading specialist bank to custormers who cannot access
traditicnal lenders.

Overall, the Group has performed well and successfully
implemented the new operating model despite the
challenging external environment.

The Committee has also been very mindful when making
decisions to ensure foir outcomes for oll colleagues taking
account of experience of all stakeholders against o backdrop
of ongoing economic uncertainty, such as the current
inflationary environment and cost of living crisis. The decisions
we have wken were based upon careful consideration

of a broad range of factors and the report explains how

the Committes determined remunearation outcomes in

this context.

2022 Group performance
2022 was a year of significant endeavour and strong
achieverment. Highlights Include:

- changing to a shared services operating model
supporting credit cards, vehicle fingnce and
personal loans;

- introducing our Gateway platform which supports the
personal loans business, and which will be rolled out
ocross other products in 2023;

— delivering against our cost optimisation initiatives;

- largely completed the Scheme of Arrangermeant (s0A)
as well as belng on track to liquidate our home credit
business - thus removing residual risk; and

- maintdining a good working relationship with our
regulators which enabled: (i} a revised cross-Group
funding arrangement to be implemented; (i C-SRCP
capital adequacy review to progress; and (iil) the ICAAP
process to progress.

Our financial performance remains strong and is in line with
management expectations which is excellent ina year where
there were significant external headwinds which wera not
envisaged when the businass targets weare set, reflected in:

- adjusted profit before tax (continuing operations),
of £126.8m (F167.8m in 2021); and

~ adjusted return on required equity (RORE) of 22.2%
(32.3% in 2027)

Wider colleague pay
It has been another wough year for most people in the UK
including our customers and our colleagues.

The economic instabllity generated even greater uncertainty
for many of our celleagues in o world still gathering itself post
the Covid-19 crisis and, os a result, the Group decided to take
an aative appreach dunng 2022, to support our lower levelled
colleaguas {who tend to be our tower paid as well), as follows

- 5% salary increase on 1 January 2022 —~ to all colieagues;

- mid-year review for approx. 17.6% of our colisagues who
were (i) lower levelled, and (i)} adrift of the market due 1o
¢changes throughout the year; and

- F750 winter fue! payment to over 50% of our colleaguss —
100% focused on our lower levelled colleagues.

In 2023, we intend to continue our focus on our lower

levelled colleagues We have introduced a minimum salary
(above the Living Wage for all) by levet {ond location) and
actively distributed a larger percentage of our salary pool

10 those colleagues. The executive directors have forgona their
annual salary increase in 2023 to augment the salary pool for
our lower paid colleagues. The Chairman and non-executive
directors have also forgone an increase in fees with the
monies being redistributed in a similar manner,

In addition to the actions on base salary, cur performance
was strong enough to generate a staff bonus poo! for 2022
which meant that all performing colleagues will be able to
share in our success,

The Board is committed to ensuring there is an open dialogue
with our colleagues over various decisions. The Chairs of

the Remuneration and CCE Committees have discussed the
Remuneration Policy and practices for executive dirgctors with
the Colleague Forum in 2022, Our long-established Colleague
Forum was created to facilitate effective engagement
between the Board and our wider colleague population,

to encourage discussions on issues of imporiance and
understand views and concerns of the Group. As a resuit of
cur work on a consistent reward framework (which includes

a standard levelling systern), we can now mare cleariy
dernonsirate the linkages (and fairmess) in bonus cutcomes
at alllevels within the Group and the cascode of metrics
between all our colleagues including the executive directors.

want to take this opportunity to thank our colleagues for their
efforts in 2022 in such trying circumstances.
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Executive director remuneration in 2022
Annual bonus for executive directors

The onnual bonus is determined based on perfarmance
against corporate scorecard targets.

The financial element of the annual bonus reflected the
Group's strong performance over 2022, with delivery being
marginaily apove on-target for adjusted profit before tax and
above-target for adjusted RCRE. The Committee determined
that the financial element of the annual bonus outcome
should vest at 86.2% for both the CEO and CFO. Regarding
achievement under the Group's non-financial scorecard,

the Committea determined a vesting cutcome of 66% for

the CEO and 80% for the CFC based on performonce against
scorecard objectives. This results in overall annual bonus
outcomes cf 781% of maximum for the CEO and 83.7% for the
CFO (96% for both in 2021). This equates to 17.2% of base salary
for the CEO and 104.6% of base salary for the CFO. We have
set out in more detail the annual bonus results for 2022 en
pages 130 to 131,

The Committee believes that the remuneration cutcome
accurately reflects the performance of the Group over the
year and itis justified in the context of the experience ccross
its various stakeholders.

RSP 2020 vesting

The RSP 2020 awards for the CEQ and CFOQ are due to vestin
November 2023 based on an assessment of the Committee
as to the stewardship of the Group over the three-yaar
vesting period. Clearly, the final decision will be made in the
finai quarter of 2023 but based on the performance to date
{assessed agoinst the underpin) and the overali stewardship
during Covid-19 (and the subsequent period), it is currently
expected to vest in full. More detailed disclosure is set out

on page 132,

It should be noted {and there is a fuller description in the
main body of this repert) thot the Committee considers the
potential for windfall gains at the point of granting the RSP
and has o formal policy which we follow. In 2020, we reduced
the grant by 15% after having considered the share price
movement pricr to the grant date. Given the share price at
grant (£2.41) the Committee believes that there have been no
windfall gains and that no further cdjustmant is required.

Single total figures of remuneration for 2022

Tha resulting single total figure of remuneration was £2,396k
for the CEO {or £1,867k excluding the RSP2020 notional amount)
and £1,428k for the CFQ {or £1,193k excluding the RSP2020
notional amount). Full details are set out in the Annual Report
on Rermuneration on page 129. This represents o year-on-year
increase of 215% (or (5.3)% excluding the vesting of the RSP2020
notional amount) for the CEO and 9.8% (or (8.3)% excluding the
vesting of the RSP2020 notional amount) for the CFO - driven
entirely by the notional vesting of the RSP2020.
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CEO change

As has been announced, Malcolm Le May has decided to step
down as CEQ and retire. He is on a 12-month notice peried,
ending on 24 January 2024,

Malcolm will be succeeded by lan McLaughlin whao is expected
to join during the summer of 2023,

lan's compensation package, which is in line with our current
Policy, is as follows

—  salary: £/725,000;
- role based allowance: nong;
- annual bonus: up to 150% of base salary (with 40% deferred);

— restricted stock plan: up tc 100% of base salary
(with a post-vesting holding period of two years);

— shareholding requirement: 200% of base salary
(with up to five years to be compliant); and

- transitional travel allowance for 12 months.
There are no buycuts or other joining payments.

Malcolm will remain working within the business until lan
joins (and a sultoble handover has been completed), with
the balance of his 12-month notice pericd spent on garden
leave. During this period, he will continue to receive his salary,
role-based allowance, pension and other benefits. He will
receive his 2022 bonus and the 2023 restricted stock grant

in the usual way (but as a good leaver this will be pro-rated
to his leaving date — as will his other unvestad RSP awards).
He will be eligible for a pro-rata bonus for 2023 based on the
period up to the start of his garden leave.

Directors’ Remuneration Policy

The Committee is seeking shareholder approval for a new
Remuneration Policy for the exacutive directors, as the term
for the existing Policy comes to an end at the 2023 AGM. As ¢
reminder, at the GM in 2020 the Directors’ Remuneration Policy
received the support of 87.8% of shareholders and the 2021
Remunsration Report received very strong support at the 2022
AGM, with 98.5% of votes received in favour. During the year we
have maintained ongeing engagement with investors about
rernuneration largely via our Chairman and we believe that
shareholders remain satisfied with the Rermuneration Policy
and its implementation.

We have undertaken a review of the existing Policy and we
believe it remains cppropriate to support the delivery of our
strategy. As such, no significant change to the overall structure
or guantum of the current executive directors’ remuneration is
being propased in the new Policy. A summary of the changes
proposed are set out on pages 123 to 124 including the annual
bonus deferral policy and Restricted Stock Plan {RSP) underpin
to align with market practice

121
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Directors’ Remuneration Report continued

Annudal Statement by the Chair of the Remuneration Committee continued

Directors’ Remuneration Policy continued

The Committee has used ESG metrics for the annual bonus
scheme for several years with a strong emphasis on the ’s’
element as our business purpose s focused on our core
Purpose of helping to put people on a path to a better
everyday life. it is one of the things we reflect on when
considering vesting, but we wish to make this clear and are
proposing to include £SG as an additional consideration in the
RSP underpin assessment for future grants. We are pleased to
note that the Financial Times has named us one of Europe’s
Climate Leaders and in the Top 100 of companies which

have reduced their carbon footprint the fastest. In addition,
Newsweek has named us as onea of the World’s Most Socially

. Responsible Banks - in the top 20%.

Further detail on the implermentaticn of the full policy is set out
cn pages 135 10136

Implementation of Remuneration Policy in 2023

The Committee considers that the current Policy, approved at
the November 2020 GM, has operatad as intended and does
not require a fundamental change However, we are proposing
the following changes which the Committee considers to be
appropriats to ensure that the Policy will continue to operate
effectively in fine with cur strategic priorities and support
attraction and retention of key talent, as follows:

- base salary: no increase to base salary for executive
directors compared with the average increase for the
wider colleague group of 5%; and

— annual bonus and carporate scorecard: retain the overall
weighting of the financial/nan-financial metrics as
60%/40% but restructure the weighting of the non-financial
metrics so that they align with our Strategic Priorities.

2023 RSP to be granted in April 2023

After considering 2022 performance, RSP awards of 100% of
base salary will be granted — in line with our Policy. Subject

to underpin criteria, as set out in our Policy, awards will vest

in three years with an additional retention period of two yaars
after vesting

Assessment of windfall gains is important in the current
environment, and we have been sensitive to it for several
years. In 2020, we adopted an internal policy which considered
whether there should be an adjustrment at the point of grant
te mitigate this possibility. The Palicy considers:

- arange of comparison points (including prior year grant
price) to determine appropriateness of current year
grant price;

- a potential reduction in grant if the current grant price is
materially (circa 20%) lower than the cormparison points
abaove; and

- other factors which may support or mitigate
a grant reduction

The grant to the incoming CEC will be made 0s s00n
as is possible upon his arrival.

Chair and NED fees

There will be no increase 1o Chairman fees, NED base fees,
committee membership fees and SID fees, which is in line with
the 0% increase for executive directors.

Conclusion

overall, the Committee is satisfied that the Rernuneration Policy
continues to support the Group's business strategy. We believe
that it has delivered the right behaviours and reward outcomes
across the Group, and competitively positions the Company’'s
rernuneration against its peers. We believe that several smali
changes (which will be submitted to this year's AGM) will ensure
that it continues to operote effectively for the next three yeors.

The executive directors, the senior management team and all
our colleagues have made exceptional contributions to the
business over the year, showing great resilience 1o support the
Group through yet another challenging year. This is reflected in
the outcomes of the bonus pool in 2022 (payable 2023) which,
although smaller than the previcus year, reflects the effort and
results achieved.

In the rest of this report, we present the disclosures required
by regulations, as well as additional information to explain
how our executive remunerotion aligns with our strategy, with
shareholder interests and with wider workforce pay. 1 would like
to thank our sharehelders for their continued support during the
year. | will be available at the Company’s 2023 AGM to answer
any guestions in refation to this Remuneration Report.

Andrea Blance
Remuneration Committee Chair
30 March 2023
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Remuneration at a glance

The following section sets out:

an nverviesw nf the prapaead changoc to the Directors’ temuncration Molicy,

an ifflustration of the operation of the Policy for 2023;

a surmmmary of the executive directors’ single total remuneration figures, and outcomes under the 2022 Annual Benus Plan

and the RSP 2020, and

an overview of exaecutive directors’ shareholdings.

Summary of the proposed new Directors’ Remuneration Policy
The table below summarises the key proposed changes to the Directors’ Rermnuneration Policy, as approved Gt the 2020 GM,

subject to shareholder approval for the new Policy at the 2023 AGM. Further information on the implementation of the full Policy
can be found on pages 136 to 126,

Element of remuneration

Salary

Benefits

Role-based
allowance (RBA)

Pension

Annual bonus

Restricted Share
Plan (RSP}

Summary of proposed Policy

An executive director's basc salary is sot on appointment and roviewed
annually or when there is o change in position or responsibility.

When dotermining an apprapriote lovel of base salary, the
Committee considers:

— poy incroases for other collcagues,
- remuneration practices within the Group;

— any change in scope, role and responsibilities;

- the gencrcl performaonce of the Group and coch individual;
— the experience of the relovant dircctor; and

- the anticipated economic environmmont.

Bonefits include market stondard benefits.

RBa of 15% of base salary

RBAs arc non-pensionable and will be released in equal instalments over
three years in the form of shares

The moximum annuct volue of an RBA gront for amindividual 15 26%
of base salary

Tho Company provides ¢ pension contribution allowance that is fair,
competitive and in line with corporate governance best practice.

Quantum: The Committee will determine the maximum annual
participation in the Annual Benus Plan for cach year, which will not
exceed 150% of buse salary.

Operation: Tha Annual Bonus Plan 1s based on a mix of financial and
strategic/operational conditions and is measured over a penod of ona
finoncial yeor. The financial measures will account for no less than 0% of
the bonus opportunity.

Deferral: At loast 40% of the bonus is deferred over three years with
pro-rata vesting

Quantum: Tha maximum value of RSP award will be 100% of base salary
PCrannurm,

Operation: Awards are granted annually to execative dircctors in the form
of conditional awards or options Awards vest at the end of a three- year
penod subject to

- theg oxecutive director's continued omployment at the date of vesting,
- the exccutive director is a'goed leaver, i ¢, retiremant (subjoct to pro-
rcmcm): and
the satisfaction of an underpin as determined by the Committee
whereby the Comimittee con adjust vesting for business, individual
and wider Company porformance.

& two-year halding period will apply following the threc-yoar vesting
period for all awards granted to the exccutive directors

Upon vesting, sufficient sharcs may be sold to pay tax on the shares.
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Changes from current Policy

Nane,; Policy will be urchanged
in relation to salary.

None; Policy will be unchanged
in relation to benefits.

Nong, the RBA only applies to the
current CEO (Malcolm Le Mc:y).

MNene, Policy will be unchanged
inrelation to paension.

Frorm 1 January 2023, both the CEO's
{and CFO's) pension contrtbution
will be 10% of salary, in line with the
wider workforce.

Deferral: Deferred bonus will vest
pro rata over the three-year
pariod, aligned to market practice
The prior opproach was a ‘cliff
vest’ at the end of tha three-year
deferral period.

Dividend equivalent: The Policy
provides flexibility to adjust the
share price to allow for the lack of
dividends in order ta align with the
regulatory guidance

No other changes.

ESG underpin: Policy will include
an additional criterion relating to
ESG as o part of the RSP underpin
assessment

Dividend equivalents: The Policy
wording will be updated to

clarify the appioach to dividend
cquivalents, including the flexibility
to adjust the share price to dllow
for the lock of gividends in ordoer to
align with the regulatary guidance.

Mo other changes

123
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Directors’ Remuneration Report continued
Remuneration at a glance continued

Summary of the proposed new Directors’ Remuneration Policy continued

Element of remuneration ‘ Summary of proposed policy

Sharehoiding
requirements
cessation of employrnent.

Narimail sharehelding requirement of 200% of solary

additional requirement to hold 200% of salary for two years following

Changes from cutrent policy

None, Policy will be unchanged in refation
to shareholding requirements.

Exacutive diroctors have agreed to be bound by the terms of tho

roquirements and Company Secretariat wall manitor compliance.

Malus and clawback

Chair and NED fees

Annucl bonus and RSP awards are subject to malus and clawback The
total malus and clawtack period maoy be extended (o 10 years whete
there is an ongoing internal or reguiatory investigation.

Provides a lovel of fecs to suppoart recruitment and eatention of a
Chairman and NEDs with the necessary experience to aodvise andg
assist with estabhshing and monitoring the Group's strategic objectives

Clawback provisions have been updated
to explicitly stote that it applies to all
vanable rermuncration far a period of 7
years, extendable up to 10 years in order
to align with regulatory expectations.

Mo other changes

None, Poticy will be unchanged in relation
to Chair ond NED fees,

fliustration of the Directors’ Remuneration Policy in 2023
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Minirrune sharecholdirg of 200% of salary

Only the curant CEO i elg'tin 1o receive an 2R

Salary: No increase fromm 2022

- CEO. - Malcolm Le May £748700
- lar tAclaughhin £725.500
~ CFO: £581,250

Role-based allowance {RBA): Ho chrange from 2002

- CEQ: - Malcolm Lo May. 15% of salary

=~ Moexirrum anewcl RBA gront for individucl - 25% of satary

~ Delwvered in shores, Roloased in egual irstalronts over throe years
- lan Mcolaughhin 0% of salary

Pension: CEO pension contributior redused from 15% to 10% of salary
as of 31 December 2022

- Al EDs: 9% of salary (in ing with the wider workforco)
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Annual bonus: Changes to the measures and weighting within
non-finoncial scorecard 1o refiect business priorities for 2023 and
the introduction of our strategic pillars as well as a move to pro-rota
vesting of deferred bonus over throe years

- Maximum cpportunity:
~ CEO:150% of salary
- CFO:125% of salary

- Perforrmance measures:
- 80% financial
- adjustod PBT 30% (2022 30%)
- Adjusted RORE 304 {2022, 30%)
- 40% non-financicl
- Growth and sustamnability 6.7%
- Pcople and culture 6.7% (contains our D&l metrics ircluding our
commitment to the Wornen in Finorce Chorter)
- Customor and community 6 6% (contains our ESG metncs)
Transformation — 20%

(2022 strotegy 8% regulatory fisk and conduct 8%; Investor Relations
B4 customner §%; people B%)

- Risk overiay and CETI underpin
- Deterral: At least 40% deferred, vesting pro-rota over three years
In Coempary shares

RSP: ESG consideration will bo includea os part of underpin ossessment
for 2024 RSP onwards {os per changes to Directors’ Remuneration Policy)
- Award level:
CEO: 100% of salary
— CFO100% of solary

- Asa part of grant process, Committee will consider individuals
porsoral and business performance for the prior year and deterrmine
whether the proposed level of grant remains appropriate

Underpins: The Comrmittee will consider the following factors
[umongst others) when determining whether to exercise its
discretion to adjust the number of shares vesting

- Whethar threshold performoncs [evels have been achioved for the
periormance conditions for the Annual Bonus Plon for eack of the
three years covered by the vesting period for the restricted sharas

— whether there have been any sanctions or fingsissued by
a Regulatory Body, participant responsibility may be allocotaa
collectively orindwidaally

- Whether there has been matericl domage to the reputatior of the
Company, participant respensitility may be allocated colloctively
or indwwicdually

- The potertial for windfall gains {our policy 1s set out In thea Chair's lotter)

- Thelevelof colleagde ard customer engagemert over the perod

- Thelevel of achievernant of our approoch 1o ESG o5 st out by
the Boarg~

- Vesting: Three years with a two-year holding penod post-vosting

i

For tha 2024 /5P ana scbteguant awards

Sharehclding requirement: No chonge from 2922

CEQ/CFO: 200% of salary
- Fullrecuirernent 1o be held tor two yoors post-cessation

Further eetdlls an the implamentation of Policy. including the troatmeant
that will be applied to the various pay clemarts for the departing and
neyw CEQ.Fas been sat out laterin this report under the 'Implamentatiar
of Policy in 2023 section on poges 13510 135
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Executive director 2022 remuneration outcomes
1he chart below shows an estimate of the remuneration that could be received by executive directors under the Policy and

how our performance has flowed through te the remuneration provided to our executive directors. The full explanatory notes
for each element of remuneration cre detailed on pages 142 to 145 in the Annual Report on Remuneration.

Remuneration (£7000)

Malcolm Le May, Chief Executive Officer

3,240
375
750
2,415 2,386
750 529
1,125
878
875
980
990 990 990 989
Minirmum  On Maxirmum  single
target fgure
2022

1972
1,028

944

single
figura
202

Neeraj Kapur, Chief Finance Officer

2136
2706
1584 99
551
6889
413
820
620 820 620
Minirmum on RAQx mum
target

1,428
235
577

616

Singla
figure
2022

- Minimum pay is fixed pay only, i.e. salary + benetfits + pansion + RBA.

1,301
630

871

Singla
figura
202

Fixed
Annual bonus
RSP

Share price

- On-target pay includes fixed pay, 60% of the maximum bonus {(with maximum squal 1o 150% of salary for the CEO
and 125% for the CFO) and 100% vesting of the RSP awards (with grant levels of 100% of salary for the CEO and CFO)

- Maximum pay includes fixed pay and assumes 100% vesting of both the annual bonus and the RSP awards.

- Theillustration assumes a 50% share price Increase on RSP shares over the vesting period.

-~ Allamounts have been rounded to the nearest £1,000.

- The value of taxable benefits is the cost of providing those benefits in the year ended 31 Decermnber 2022,

2022 annual bonus outcome

The tables below summarise performance against the targets set for the 2022 bonus and the outcome, before and after

Commilttee discretion.

Financial

Adjusted PBT

Adjusted RORE

Non-financial*

Risk overlay

CETI gateway

Total outcome {as a % of maximum bonus)

Paorformance rangs

Target

. 85% 100%
£l04.4am  £122.8m

207%

Y7.3%

Maximum

0%

£1361m  £126.6mM

The Group achieved a CETI ratio of 26.4%
{above our hurdle)

Actual®

B Outceme

\nghting CEO B CFO )
60.0% 51.7% 51.7%
30.0% 21.7% 2.7%
30.0% 30.0% 30.0%
40.0% 26.4% 32.0%
Met Met
78.1% 83.7%

= This element wos adjusted upwards for the CFO dus to his matanal contribution to the ‘cost challenge’, the improvernent in balarce sheet copital
managemant and daofivenag the waiver {receed in Novernber 2022) allowing Vanqu's Bank to fund the vehicle tinance busincss
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Directors’ Remuneration Report continued
Remuneration at a glance continued

Executive directors” shareholdings

Executives are expectad to build and maintain a Company shareholding in direct proportion to their remuneration in
order to align their interests to those of shareholders. The chart below sets out the minimum shareholding requirements
and the actua! shareholdings for the individuals (as o % of base salary). Our executive directors are on track to meet their
shareholding requirements of 200% within the required time frame of five years. Note, unvested/restricted shares that are
still subject to performance, i.e. unvested RSP awards, do not count towards the shareholding requirement. As a result,

in the graph below the RSP2022 is included in ‘'unvested shares subject to performance”.

In addition, executive directors are required to hold shares worth 200% of base salary — the in-employrment requirement
(or the executive's actual shareholding on cessation if lower) for twe years following cessation of employmant.

Chief Executive Officer Chief Finance Officer

300%
202%
247%
187%
85%
35%
13% 25%

200%

Shares held outright
Unvested shares not subject to performance

Unvested shares subject to performance

Link between remuneration and equity

of the executive directors

We believe that equity has an impertant part te play in the
remuneration of the executive directors. There is a need for the
executive directors to understand from first-hand experience
the position of the shareholders and cur Restricted Share Plan
{ond deferred bonus schemes) are structured to support that
understanding. This link has been strengthenad in the last few
years as we require cur executive directors to hold their shares
for a period of two years post-departure. We monitor regularly
that the directors are on track to meet their obligations under
the share Ownership Policy, and we confirm that they are

both currently on track. [t should be noted that, on the CEC's
retirement, there is a requirernant that his sharehelding
position should be maintained for a further two years.

We believe that the remuneration outcomes of the last few
yaars demonstrate the cleor link to Compony performance.
Further evidence of the clear linkage can ba found in the
outcomes of the vesting stock plans {and the decisions made
by the Committee)

To ensure that our executive directors are incentivisad to
take ¢ long-term, sustainable view of the perfoermance of the
Company, when we lock at the remuneration paid in the year,
we alsa look at the total eguity they hold, and its value based
on the performance of the Company.

The table sets out the number of shares beneficially owned
by the executive directors at the beginning and end of the
financial year, and the impact on the value of these shares
taking the opening and closing price for the year.

Value of Value of
2022 Shares Shares shares at shares at
single hald ot heldat thestartof  the end of
figure the stort the end the year the year< Difference
o - £°000 of the year 7(31 theyear  E'000 £000 £000
CED 2,396 942,231 1137332 33845 21746 (1,209.9)
Cro 1,428 400,838 689,299 14398 13178 (1219)

1 Based onaclesing srare pace on 2] De
2 Bused onaclosing share price on 31 0o

or 20 of £35%2
Toor 2022 0t 1972,
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Annual Report
on Remuneration

The report complies with the provisions of the Companies Act 2008, the Large and Medium-sized Companies and Groups
{(Accounts and Reporis) Regulations 2008 and the Listing Rules of the FCA. The Company also follows the requirements of the UK
Corporate Governance Code (the Code) updated in July 2018

Certain alternative performance measures (APMs) have been used in this report. See pages 229 to 235 for an explanaction
of relevance as well s their definition.

Contents
Page Detail
128 Remuneration principtes and alignment to the Corporate Governance Code
129 Remuneration governance
129 Single total figure of remuneration (audited)
130 2022 bonus outcome calculation (gudited)
131 Scheme interests awarded in the year (audited)
132 Fees from other directorships
133 Statement of directors’ shareholding and share interests (audited)
133 Statement of directors’ compliance with the Share Ownership Policy
134 Relative importance of spend on pay
134 Service contracts
136 Implementation of Policy in 2023
137 Our approach to fairness and wider workforce considerations
137 Overview of workforce remuneration and the Commitiee’s review
138 Communication and engagement with colleagues
138 Living Wage, equal opportunities and diversity initiatives
138 Gender pay gap
139 Chief Executive Officer (CEQ) pay ratio
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Directors’ Remuneration Report continued

Annual Report on Remuneration

Remuneration principles and alignment to the Corporate Governance Code
we strongly believe in fair and transparent reward througheut the organisation and when making decisions on executive
remuneraticn the Committee considers the context of wider workforce remuneration. This section shows how the 2018 Code is
embedded in our remuneration principles and how they are cascaded throughout the organisation. The table below shows how
the Policy is aligned with the factors set out in Provision 40, (which sets out a list of matters for the Remunaration Committee to
address when determining the Directors’ Remuneration Policy and practices - these fall under the headings of clarity, simplicity,
risk, predictability, proportionality and alignment to culture), and how our principles and Policy are aligned with the 2018 Code.

Cur strategy

Growth and Sustainability

- Support delivery
of the Group's
business strategy,
realise our
Bluoprint vision
and bec customer
champion witkin
our soctar

Our remuneration principles

— Have flaxibility in
delivering total
remuneration
outcomes
in changing
market,
economic,
commercial
and regulatory
circumstances.

People and Culture

- maintain o competitive reward ond
recognition offering in the markets in
which we compete, thereby supporting
our talent attraction, engagement and

retention aims.
shareholders.

- Ensure remuneration outcomes are
far and consistent, reflect pay for
performance and are clear and
tronsparont for all our collcagues.

- Support and mitigate any conflicts
of intorosts

— Manage remungaration opportunitics
and outcomas for regalated colleagues
under the SMCR and matarial risk takers
under the Remuneration Code

- Support the effectiveness of the Group’s
Enterprise Risk Management Fromework
and incentivise the delivery of tha
business strategy within risk appetite via
a controls-based framework and positive
risk conduct cufture.

How does the Committee address the requirements under Provision 40?

Cultural

alignment

- The Cammittce
cnsdres that the
overall reward
fromeowork
ombeds our
Purpose

- The Committce
reviows the
executive reward
frameawork
regularly to
CrISUre it sUpports
the Company's
culture and
stratagy

- The ED
Remuneration
Policy 1s cascoded
down the
organisatior
ensJarng that
there are
cammon goals

128

Proportionality

- Parformance
measures under
the annual
bonuJs as well as
tho RSP underpin
are aligned with
the Company’s
scorccard
and the
pay-outs roflect
achievement
agairst
the target,

— The Committoc
may apply
discretior
to reduce
outcomes undar
the annual
bonus and
RSP —if they
arg considered
inconsistent with
the underlying
performance of
the busimess

Simplicity Predictability Clarity

contribution,
role-based
DHOWDHCC)
set to reflect
the typicaol
rate provided
to the UK
workforce: ard

to the EDs and
disclosed to
shareholders.

— wvaricble pay
comiprising an
arnual bonus
scherme (partly
deferred into
shares) ord
rostricted
stock awaords
which provide
focus over the
lorg term

The Committee
avoias
urnecossary
complaety in
operating the
arrangements
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- Policy for EDs is - The Committee - Remuneratior -
simple and clecr, sets specific arrangemesnts
consisting of: targets for have defined

different levels parameters
- fixed pay of performance that can be
(so\cry, fixed which are transparently
pension commuricated communicated to

sharcholders aond
stakeholders.

- The Committce
consulted with
shareholdsrs as
part of the design
phose of the
Policy upproved
atthe 2020 GM.
How cxecutives’
payis set hos
subscauently
been
commrunicataa
to the wider
workforce along
with how it is
aligned with
the Compary’s
upproach to wider
pay policy ard
Povsagcisiors
cre moge by the
Cormrittec

Custormer and Community

-~ Drive tho Group's ESG strategy, including
diversity, equality and inclusion agenda.

- Align the intorosts of our colleagues with
those of our customers, regulators and

Risk

Remuneration
arrangements

arc designed to
create a robust link
betwsen pay and
performance thoreby
mitigating risk of
eXCOSSIvE reward.

Policy has
safeguards
including Cormmittee
discretion to adjust
Incentive outcomes

The Committec
ensurcs that o
significant portion
of reward is equity
based and has
aeferral (40% of
annual bonus
deferred in shares for
three years and 100%
of REP is i shares)
thercby hinkod to
sharcholder return

Recovery pravisiors
such cs malus and
clowbuck apply 1o

tho Policy

Excoutives are
required to build
gignificant personal
shareholdings ir
the Company




Remuneration governance
The Committee met five times in 2022 plus 1 ad-hoc meeting. The following schematic sets out the key considerations
for the Remuneration Committee during 2022:

Governance Annual bonus Share plans Al

- —_ - — - - - colleague
Ganeral DRR Design Roview Grant Rovicw Risk rmatters  Sharcholder
January [ ] [ ] | ] ] ® ¢ L ®
March L o [ ] ® * ® ® L ] ®
June L ] ® ® L ] L J ® ®
November ® ® ® L] ® ®
December * ® ® ® ® ® ® ®

The CEQ, the Chief People Officer and the Group Reward Directer also attend meetings, by invitation, to provide advice and
respond to specific questions. Such attendances are specifically excluded on any matter concerning their own remuneration.
The Chief Risk Officer attends several meetings throughout the year to provide updates, where necessary. The General Counsel
and Company Secretary acts as secretory to the Committee.

Advisors to the Committee

To ensure that the Company's remuneration practices are in line with best practice, the Remuneration Committee has
appointed independent external remuneration advisors, PricewaternouseCoopers LLP (PwC). This appointment in 2020 followed
a competitive tender process, PwC attends meetings of the Committee. The Cornmittee reviewed the performance of PwC
during 2022 and determined that it was strang, and thot the appointment should continue throughout 2023

Fees, on o time-spent basis, for the advice provided by PwC to the Commiillee during the year were £192,115 excluding VAT
{2021 £114,575). Other than in relation to advice on remuneration, PwC provides support to management in relation to 1T, risk
management and ad-hoc tax, regulatory and accounting advice. the Committee is satisfied that PwC engagement partners
and teams which provided remuneration advice to the Committee do not have connections with the Group or the executive
directors that may impair their cbjectivity and independence.

single total figure of remuneration (audited)
The toble below sets out a single total figure of remuneration for sach director for the year ended 3! December 2022 and the prior year:

Role-based Total Tota!
allowance Toxable Annual fixed variablo
Sciaryffecs (RBA)} bencfits bonus? LTIS RSP Pension® Total remunoration  remuncration
. o - EEQO £'000 E’C?O_O B EC_)EJ _____ E'Oﬂ _ ‘E'OP_O £000 £'000 o :E'EO 7
Executive directors '
Malcolm Le May 2022 750 n2 15 878 529 12 2,396 988 1,407
o ) 2021 o4 s 16 1,028 - a7 1e72 o 944 1028
Neeraj Kapur® 2022 551 - 14 577 235 51 1,428 616 812
2o 607 — 2 83, = 52 1300 _&n B30
Non-executive dTreCtoré o N - )
Patrick Snowball 2022 336 - 1 - - - 337 337 -
2021 320 — 1 - = - 321 32 -
Andrea Blance 7 2352 o EB I 1 - - - 129 129 -
-~ 2021 L 1 - - = a2 e -
Elizabeth Chambers 2022 87 - 33 - - - 120 120 -
. eo; a3 - - - los 108 o
Robert East® 2022 10 - - - - - 53 53 —
S - - - = = L <
Paul Hewitt 2022 n2 - 3 - — - 15 115 —
L 2021 13 = - 2 — — o 06 106 -
Marget James 2022 87 - - - - — 87 87 -
o wm 83 - - - - 8 s -
Angela Knight 2022 nz - — - - - nz nz -
- 2027 L - - = - 103 ) 103 -
Graham lindsay 2022 nz — 5 - — - nz n7 -
202 103 — 2 - — — 105 105 —

Exccutive directors roceve standard markat comparabla benaet'ts such s medical imsurancs and life assurance MNeDs have traval expenses roimbursod
and to the extent that those oo taxable grossad up for taxand MIC

40% of the annual bonus s deforred into shores for an additional three years {subjoct to continued service, in normal cirgumstancoes)

Pension participation 1s via o defined contributon plan {or cash alternative) with no executive drector having a prospective enttement undor a defned bencf tplan
Robert East [eft the Group on 12 January 2022 The number éxcludes tha fees for his rols at Vanguis Bank

The RSP value, as provided in the singte figure table above, relates to the 2020 RSP award wihich is due to vest on & Movember 2023 The value shavin s
posed on the Committec’s gssessmant of the underp’'n as at 31 December 2022 Further detail on the assessmentis sof out on pags 132 On final vasting on
9 Movermnber 2023, the Committae will reviow this assessment Any changes to the assessment and tha Fnal vesting outcame will be disclosad in the 2023
Oirectors’ Remunaiation Report, The valuc s based on a share prce of £210

The 2021 figure inc udes an clement of buyout from his provious employment, 1 e sharss and bonus.

a s R

&
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Directors’ Remuneration Report continued
Annual Report on Remuneration continued

2022 bonus outceme calculation (audited)
The bonus is based 60% on financial perfermance measures and 40% on non-financial performance measures.
The tables below set out performance against the targets set for the 2022 bonus and the outcome.

Details of the financial assessment

Performance range

Threshold Target  Maoximam Outcome  Weighted

Porcentage vesting Waighting 85% 100% N0% Actual cs%ol max  outcoma
Adjusted PBT targets and performance™ 30.0% £1044m  £1228m £1350m  £1266m 72.4% 217%
Adjusted return on required eguity (RORF) 300% 171% 200% 22%% 22.2% 100.0% 30.0%
= Certamn alternative perfonmance measures (APNS) have beern used INThIS report See pagos 228 to 235 for an explunation of their reicvance as wel' as thor defniton
Detdails of the non-financial assessment
The non-finonciol element was assessed at 86% achievernent with this broken down.in 2022, as follows:
Objactive Assossment of non-financial metrics . Ratirg
strategy Corporate reorganisation and operating model development on-
- 20% - Implemented & new oporating rmodel Including o Group-wida shared scrvices model covering back-office support functions  target
plus -
Review of the cards business model and develop a plan for sustainable revolving credit business model 7%
— Following completion of 100-day exercise, several improvements wero identified and implemented which led to
stanificantly above budgeted volumes of now custamers and improved P&L contribution

Deliver loans strategic plan, including integration onto Gateway platform and product proposition development

plans, and progress 2022 elements

- The two logn pitots were completed at the end of K1

- Comrrercial performance to date hos exceeded cxpectations with ¢ strong performance frem open-market loans.

Deliver a reduction in the Group’s cost base to below £250m by 2024

- Strong 2022 performance has been achioved with targets mct.

Plans are ir place o deliver the additional 2023 sovings so that the 2024 objective s deliverablo

rRogulatory  Implement and embed risk harmenisation and Enterprise Risk Management Framework on-
risk and - Risk Appetite and Risk Events modules wore fully implemented. targst
conduct i plus -
— 20% - RC3A, Internal Audit and Compliance modules are alsa In ploce by the end of the tinencial year 75%

Submit new ICAAP and ILAAP

- ICAAP is on track and engagorrant with the regulators is engoing (os per the plan)

— ILAAP has been agreed with the Board ard is on track, Engagement with the regulatars will begin in 2023 [as per the plan)

Complete CCD exit plan

- The aaministration of the Scheme continues as planned. Liquidation should commence in early 2623 as planned.
Investor Deliver effective and regular investor dialogue on-
rolations - Supportive market feedback received following 2022 results announcemaents (includirg sharcholder perception survey),  target
- 20% minus -

- Half-yaar and auarterly market updates delivercd according to plan and were well received. 29,

Enhance external reputation
- Supportive feedback from sharcholoers around the reposiioning of the Group as a leadirg specialist bank focused
on underserved morkets.

Deliver 2022 ESG objectives
- Accounted for all material scope 3 carber emissians to enable the setting of scicrco-based corbzor reduction targets
(et will be validated by the science Based Torgets iniuative) for 2023

- Determirad relevert metncs to bo used to a) undertake guantitative analyses to botter ungerstard the financicl
impacts of the climate-related nsks and epportunitics that are material to our operctions, and b) support our chmate nsk
appetite statement.

- laurchod a School Uriform Fund which has cistribotod sapport by Schosl Home suppart and Dixors Academias Trast
to aver 1,000 school chilaren i Bracford Liverposl tarchester ona Blackpoo!

— Ukraire laptop initative now established, fully rollsd out and completed by year end

Progress towards commitment to the Women in Finance Charter
- Ontrack to meet the redium-tarm ospiration of 40/ Current tracking is over 36+
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Objective Assessmient of non-financial metrics Rating

Customer  peliver customer outcomes consistent with the Group's Purpose, Blueprint and customer autcome frameworks On-
- P0% - Delivered customer outcomes balunced scorecard {Net Promoter ScorefTrustpilot/credit score improvement/complaints) tc; rget
plus —
- strengthened analysis of customer cutcomes which was approved by the Board ot the end of 2022 0%
Develop plans to support Group customers
- Winner of Changing Lives in the Communily at the Cards and Paymaents Awards 2022 In addition, at the 2023 Cord
and Payment Awards - winnor of Best Bonefits or Loyalty scheme and Best Customer Service
Deliver ptanned 2022 product proposition developments
- Improved offering via Zest {nationwide partnership) which will increase velumecs and allow contract hire. This provides
anincreased opportunity for our customer bose o have new (and maore envirenmentally fr\'endly) cars.

People Colleague opinion survey con-

- 20% - 79% {up B#%) of colleagues completed the first survey reflecting the new structure Overall, the results have held stoody target/
across all four Indices during a year of high organisational change and point to continued high levels of commitment on-
and discretionary cffort from colleagues target

plus -

Culture 65%
- Launched o major culture refresh to reflect the new Mission and focus of the organisation. Collcoguc groups have been

a kay part of the design and the imptementation planning. Both the process, and colleague inclusion, were very well

recoived by the colleague groups This will be complated in 2023
Remuneration
- Rolled out a Remuneraton Policy and Reward Framework across the organisatior which has creoted o harmonised

approach across the organisabon and improved fairness of bonus ocutcomes.
- Policy standardisation to ensure fairness of application has beon undertaken In 2022 with only four policies remaining

to be harmonised

Qverall Taking the above into consideration and following feedbaock from the CRO, the Committee determined that: on-

. . . . . torget
- ne discretion should be gpplied to remuneration cutcomes due to risk; and On,g !
- discretion should be applied for the CFO bonus outcoma due to his impressive contribution to the ‘cost challenge’ and rarget
the improvement in balance sheet capital improvement. Thus, for the calculation of the CFO bonus, the non-financial plus.
scorecard assessment has beon odjusted from 66% to 80% achicverent. The main reasons for this exercise of discretion oo -
were due to his material contribution to the 'cost challenge’, the improvernent in balonce sheet capital management GG
and delivering the waiver freceived in Novembor 2022) allowing vanglis Bank to fund the vahicle finance business
CFO -
804

Risk overlay

Arisk overlay approach was usad for potential risk adjustment with a range of factual criteria for assessment agreed with the
Committee. This forms the basis of cur Group Variable Risk Adjustment Framework and allows for a more flexible and holistic
approach to be adopted which considers not only the business outcomes (quantitative), but algo how these have been
achieved (qualitative).

After discussion with the Group CRO, and the Chair of the Group Risk Committee, the Committee concluded that, overall,
progress has been made this year on improving risk control in all parts of the Group. No risk adjustment was applied to the CEO
or the CFO remuneration outcomes.

scheme interests awarded in the year (audited)
RSP 2022 grant
The 2022 RSP awards were made in April 2022 as set out below.

An award of 100% of salary was made to both the CEQ and CFQ. This represented a 0% discount to the normal level permitted
under the Policy.

The face value is based on the Company’s share price at the date of grant of 286 28p. The grant price is calculated using
the average price of a Vanguis Banking Group share for the five dealing days prior to grant.

Diroctor o Date of award RSP cxwgrg_(_ir‘ﬂai) Foce volue of award — Date of vesting End of holding period
Matcolm Le May 7 April 2022 289,583 £749,700 7 Apri 2025 7 April 2027
Neeraj Kapur 7 April 2022 212,938 £651,250 7 Aprit 2025 7 April 2027
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Directors’ Remuneration Report continued
Annual Report on Remuneration continued

Scheme interests awarded in the year (audited) continued

RSP 2022 grant continued

These awards are conditional share awards without any performuance targets. However, they are subject to underpins that will
apply over the initial three-year vesting period. The Committee will take into account the following factors (amongst others})
when determining whether to exercise its discretion to adjust the number of shares vesting:

- whether an adjustment was made to the number of shares initially granted;

- whether thrashold performance levels have been achieved for the performance conditions for the Bonus Plan for each
of the three years in the vesting period;

— whether threshold performance levels have been achieved for the performance conditions for the Annual Bonus Plan
for each of the three years covered by the vesting period for the restricted shares;

— whsther there have been any sanctions or fines issued by g regulatory bedy; participant responsibility may be cllocated
collectively or individually;

- whether there has been maoterial damage to the reputation of the Company, participant responsibility may be allocated
collectively or individually;

- the potential for windfall gains; and
— thelevel of colleague and customer engagement over the period.

In all cases, vesting is subject to the Cormnmittee’s holistic assessment based on business performance, individual performance
or wicker Group considerations.

The RSP awards vest subject to continued employment (or ‘good leaver’ status) and must be held {subject to sales to meet
PAYE and NIC licbiities) for a period of two years following vesting.

For awards prior to 2022, to the extent an award vests, elther additicnal ordinary shares in the Company or a cash amount
equivalent to the dividends that would have been paid on the shares vesting from the date of grant will be provided to the
executive directors on vesting.

RSP 2020 vesting (audited)

The 2022 RSP value, as shown in the single figure table, relates to the 2020 RSP award which is due to vest on @ November 2023,

The RSP grant was later than normal due to the introduction of a new RSP scheme in November 2020 which replaced the existing LTIS
arrangerent (and resulted in the cancellation of the LTIS2020 for participants). The vesting is subject to an undarpin which provides
discretion for the Commiittee to cansider whether any adjustment to vesting should be made

The underlying desire was {and remains) to ensure that participants have been positive custodians of: (i} the underlying financial
health of the business; (i) maintaining our reputation; (i) making progress on our strategic imperative of ‘being o leading specialist
bank focused on underserved markets; (iv) ensuring that we met our ESG commitments (and, In particular, our social commitments);
and (v) appropriately focused on our cgreed risk appetite. The Committee reviewed pertormance against the underpin attached to the
2020 RSP awards {and the underlying desire as set out abova) as at 31 December 2022 (the last full performanca year prior to vesting,
and took into account a number of factors, including

- tformulaic threshold performance levels were exceeded overcll for the performance conditions for the Bonus Plan for each
of the three years in the vesting period, i.e., 2020, 2021 and 2022, noting the Committee exercised discretion ta reduce the
2020 bonus award to zerg;

— the underlying financial performance progression of the Group over the vesting period;

- theregulatory position of the Cempany remains positive and there have been no sanctions or fines issued by
a regulatory body;

- there has been no material damage to the reputation of the Company or the Group, and
- thelevel of colleague and customer engagernent over the vesting (as mentioned earlier) remains strong

The Comrmittee’s interim assessment as at 31 December 2022 suggasts that no adjustment will be required for the 2020 RSP award
The Committee will review this assessment again in the autumn prior to final vesting Any changes to the above assessment
and the final vesting outcorme will be disclosed inthe 2023 Directors’ Remuneration Report

It should be noted that the Committee has a formal Policy concerning potential windfall gains and makes, where appropriate,
an adjustment at the point of grant. In 2020, the adjustment was a reduction of 15% on the standard award grant.

Fees from other directorships

Malcolm Le May has been a non-executive director of IG Group plc since September 2015. He retains the fees from this
appointrment. During 2022, the total fees amounted Lo £150,582 (made up of (i} UK fees omounted to £114,000, and (i) additional
544,264 from US responsibilities) (2021 £156,000)

Neeraj Kapur did not hold any external directorship for the period from 1 January 2022 to 31 Decermnber 2032
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Statement of directors’ shareholding and share interests (audited)

The table below shows the interests of the directors and connected persons in shares (owned outright or unvested) as at

31 December 2022, The table also incorporates a move of 48,867 shares from Malcolm Le May to ‘'shares owned outright’ and
the vesting of the 2020 RSP, There have been no further changes in cirectors’ interests in the period between 31 December 2022
and 30 March 2023,

Jutstanding schomo INTorasts

Unvostod Unvested Unvested
Shares shares not share options shares Total sharcholding Current
owned subject to subject to subject to scheme guideline sharehaolding Guideling
o outright porformance performance  performance interests Y% of sakary % of salary* met

Executive directors
Malcolm Le May 92N7 320,626 765,810 — 1,086,435 200% 951% No
Meercj Kapur 70,632 164,369 454,298 - 618,667 200% 815% No
Non-executive directors
Patrick Snowhall 96,477 - - - - n/a nfa nfa
Andrea Blance — — — - - nfa nfa nfa
Elizabeth Chambers 12,000 - - - — nfa nfa nfa
Robert East™ 5,000 - — — — n/a nfa nfa
Paul Howitt 34,205 - - - — nfa nfa nfa
Margot James — — - - — n/a nfa nfa
Angela Knight — - - — — nfa nfa nfa
Graham Llindsay 911 - - — — nla nfa nfa

= Based on the share price of £1.212. Shares owned outnght (and those not subject to performancea) have been included. The sharchalding guidalings have not
yet been maet but the Pohcy provides for more time o bo compliant A breakdown of the journey to compliance coan be seen below
"= Correct as at date of departure - 13 January 2022

Statement of directors’ compliance with the Share Ownership Policy
The following sets out the expected level of share ownership that the executive directors will acquire over the period 2022 to 2026.

Anumber of assumptions have been made about: (i} retention; (i) personal tax rates, (i) Cormnpany performancs; (iv) Company
share price; and (v) ongoing grant policy. The calculations below therefore show the shareholding if the RSP is included when:
M granted; and (i) vested. The RSP has been included on a net of tax basis.

The current executive director helding requirement is 200% of base salary and it can be seen that the CFO remains on course
to achieve this in the next few years. Note that Malcolm, who has announced his retirement, will no longer be subject to the
requirement once he formally steps down from the Board. However, he will be subjact to the post-employment shareholder
requirements, i.e. 1o hold 200% of salary for two years following cessation of employment, in line with our Policy. Finally, in acdidition
to the inclusion {or otherwise) of the RSFE, this calculation includes: (i} shares held outright; {ii}) shares provided due to 'buyout’,
e Neeraj Kapur, tranches 2 and 3; (i) shares defarred under the Bonus Plar; (iv) shares deferred under the role-based
allowance, i.e. Malcolm Le May; and {v) shares under the SAYE plan.

The charts below illustrate the forward-looking shareholding progression as a % of base salary. The current shareholding
requirerent for executive directors is 200% of salary.

Malcolm Le May, Neeraj Kapur,
Chief Executive Otficer Chief Finance Officer
195%
181%
200%
Shares held outright
82%
Unvestad sharas not subject to performance
3a4% Unvested shares subject to performance
13% 24%
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Directors’ Remuneration Report continued
Annual Report on Remuneration continued

Relative importance of spend on pay
The table below shows how the Company's performance metrics compare to total colleague pay expenditure for the financial
years ended 31 December 2021 and 31 December 2022,

Year-on-year

Relative importance of spendonpay _ ) 2022 202 _change
Shareholder distributions® £42.8m £0 nfa

Net income £480.7m £485.5m (1.0%)
Adjusted PBT £126.6m £167.8m (246%)
Adjusted EPS 38.7p 57.5p (32.7%)
Total rermuneration costs £151.1m £2102m (281%)

This number reflects dividands only as there were ne buybocks.

Service contracts

The executive directors are employed under contracts of employment with the Company. The principali terms of the executive
directors’ service contracts are as follows.

Notice period

Exccoutive dircctor Position Effective dote of contract  From Company 7 From direstor )
Malcolm Le May Chief Executive Officer 1 February 2018 12 months 12 menths
Neeraj Kapur Chief Finance Officer 1 april 2020 12 months 12 months

The Chairman and non-executive directors have letters of appointment. Dates of the directors’ letters of appeintment are set
out below:

Narna Date of eriginal appointment Date and actual date of sxpiry
Patrick Snowball 2] September 2018 21 May 2025

Andrea Blance 1 March 2017 27 February 2026

Elizabeth Chambers 31 July 2018 30 June 2024

Paul Hewitt 31 July 2018 30 June 2024

Margot James 27 Juty 2020 28 June 2023

Angela Knight 31 July 2008 30 June 2024

Graham Lindsay 1 Aprit 2078 30 June 2025
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Implementation of Policy in 2023
The table below summarises the key features of the Policy which is to be put 1o vote ot the 2023 AGM and how we plan
to implement it in 2023/24. Full details of the Policy have been set out on pages 135 to 138

Element of

rermninetation |

Salary

Benefits

Role-based
allowance
(RBA)

(only
applicable to
Malcoim Le
May)

Pansion

Annual bonus

Key faatures of Policy

An execulive director’'s base salary 15 set on oppomntment and
reviewed annugally or when there is a change in position or
responsibility

When determining an oppropriate level of base salary, the
Committes considaors:

- poyincreases for other collcagues;

- remuneration practices within the Groupy;

- ony change in scope, role and responsibilities,

- the general performanace of the Group and cach individual;
— tha expericnce of the ralevant cirector; and

— the cconomic environmant.

Bonefits include market standard benefits.

RBA of 15%. of base salary.

RBAs are ron-pensionable and will be releasad in equal
instalments over three years in the form of shares

The rmaximurm annual value of an RBA grant for an individual
15 26% of basa salary.

The Company providoes a pengion contribution allowance
that is fair, competitive and in line with corporate governance
best practice

The Committec will doterming the maximum annual
participotion in the Annual Benus Plan for cach year,
which will not exceed 150% of base salary.

The Annual Bonus Plan is based on a mix of fincncial and
strategicfoperational cenditions and is measured over
a poriod of ene financial year

The financial mcasures will acccount for no less than 80%
of the bonus appartunity
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Implementation in 2023

No salary increasc to 2022 salarnics for CEO and CFO
(5% incroase in 2022).

Malcolm le May
2023: £748,700
2022, £742,700

lan McLaughlin
2023 £725000

Neeraj Kapur
2023 £551,250
2022: §551,2560

No change froem 2022

No change from 2022 This applios to the current CEQ but will
cease on his retirernent.

Reduction from 15% 1o 10% of salary for CEO to align with
the wider workforce.

CEQ and CFO:10% of salary

0% is the norm for the Group's Pensien Plan.

Therc is ne change to the overall approach and percentage.
Maximum oppaortunity.

- CEO:

- Malcolm Le May: 150% of salary Due to the announced
departure. his 2023 bonus will be pro-rated bosed on the
period up to the beginning of garden leove.

- lan Mclaughlin 150% of salary Due to him joining pert-way
through the year, his 2023 bonus will be pro-rated for
timec in service.

CFO.125% of salary

Changcs to non-financial measures to reflect business priontes
and deferred bonus will vest pro-rata over the thiee-yoor
poriod, aligned to market practice

Measures:
Finenciul performancsa measdres in line with 2022

- adjusted PBT (30%), and

- adjusted return on required equity (RORE) (30%)
Stratogic und eperational objectives (404} of which,
- Growth and Sustainability (674},

- Poople and Culturo [87%);

- Customer and Community (6.6%4), and

- tronsformation (207)

Inaddtion, there is arisk overlay ard CETIunderpin.

Deferral:
Atlcast 40% of the bonusis deferred, vesting pro-rata over
three years in Compaony shares.
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Directors’ Remuneration Report continued
Annual Report on Remuneration continued

Implementation of Policy in 2023 continued

! Element ot
\

remuneration  Key features of Policy
! Restricted Awards are grantad annually 1o executive directars inthe form
: share of conditonal awards or options Awards vest at the end of
: Plan (RSP) o throe-year period subject to,

— the executive director's continued employment at the dgate
of vesting; and

the satigfaction of an underpin as detarmined by the
Committee whereby the Committee con adjust vesting for
business. irdividual and wider Company performance

Atwo-year holding penod will apply following the throc-year
vesting pernod for all awards granted to the executive
directors

Upon vesting. sufficient shares may be sold to pay tax
on the shares

Shareholding Normal sharehclding requirement of 200% of salary

i t .
requirements Additionai Teglirermoent 1o hold 200% of salary for two years

fallowing cessation of employmeant

Excoutive directors have agreed to be bound by the terms
of the requiremorts and Company Scoretariat will monitor
cornpliance.

Standord market practice (ond regulatory requiremonts)
malus and clawback provisions as at the trmo tho Policy
was adoptod.

Malus
and clawback

Chair
and NED fees

Provides a ¢ompetitive lovel of fees to support recrutrnent

and retention of a Chairman (and NEDs) with tho nccessary
axperience to advise, and assist, the exccutives with establishing
and rronitaring the Group's strategic objectives.

Implementation in 2023

No change from 2022,

The Committee is intending to grant an RSP award of 1007
of bose salary to both our outgoing, and incoming. GEOs
and to our CFOIN line with the Policy rmaximum

Due to his doparture, the 2023 grant for Malcolm La May
wiltbe pro-rated up to the arniversary of the 2023 grant.

No charge from 2022

Mateoim Le May will remain subjact to thoe post-employment
shareholding requiremaents in dinc with the Policy,

The total malus and clawback period for both the cash
and deferred shares cloments of the annual bonus May bo
extendod ta 10 years where there s an ongoeing internal or
regulotory investigation,

to other changes from 2022

The feo lovels as ot Jonuary 2023 for the Chairmaon and NEDs
argas below Thesc refloct u 0% increase from 2022 levels

Non-executive director fees for 2023

N 2022, the Cammittes reviewed non-executive director fee isvels to ensure that they remain compatitve with other listed

. companies of equivalent size and complexity. Tuking this into account, and to reflect the increased focus and time required
of the NEDs following the restructuring of the Group’s governance structure, the Committee proposes no increases to NED fees
effective from January 2023. The table below shows fee levels for each role and how they compare to 2022

Chairman of the Board
Board fee

Senior independent Director
Committee Chair
Commiittee members

I 2023 2022 “/;chcm_gi
£336,000 £336,000 0%
£71,400 £71,400 0%
£15,750 £15,750 0%
£25,000 £25,000 0%
£15,750 £15,750 0%
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Additional remuneration disclosures

Our approach to fairness and wider workforce considerations
This section of the report brings visibility of remuneration across the entire workforce togsther in one place. In this section, we
provide context to our director pay by explaining our colleague policies and our appreach to fairness, including the following:

the report received by the Committee on wider workforce pay policies and whether the approach to executive remuneration
is consistent and the alignment of the incentives operated by the Company with its culture and strategy,;

general pay and conditions in the Group;
gender diversity and pay gap; and

comparison metrics on executive and colleague remuneration.

Inorder for the Committee to carry out its oversight review of widar workforce pay, policies and incentives the Committee
receives a report annually from the Company setting out key details of remunsration throughout the Cempany, Details of the
information reviewed by the Committee and findings are set out below.

Overview of workforce remuneration and the Committee’s review
The table illustrates how the remuneration policy for executive directors cascades throughout the colleague population.

Average Variable pay:
increasoe -
7 of in base Commission annual Share

Colleague group wiorktoree salarios ~ schomes bonus plansg? Pension® Berefitst
Executive directors 01% 00% No All Yes Yes Yes
Senior management 3% 76% No All ves Yes Yes
Management 18.4% 10.0% Mo All Yas Yes Yes
All other colleagues 78.4% 10.6% No Role dependent Yes Yes Yes

w

e

Bose salarics.

- Base salories are market competitive and detarmined with icfeience to role type, location, rosponsinility (level), expenence and markot practice

- Annhualsalary increases are applicd on an equitable and objective basis dependent on role type.

variable pay:

- Inhnowath cur approach to exccutive director remuneration, a proportion of the remuneration of the wider workforee is in the form of variable pay, linkad
to the achiaverment of stratching targots tnat ahgn with the Company's strateg'c goals

- Approximatsly 90% of the workforea penefits from variable pay which is inked to tho Group's performance in the form of annual bonuses. Variable poy
is determined with reference to financial parformance andfor the achievement of objectives which are aligned to the Group's strategic priontics.

Share plans,

- Historicaliy, leng term incentive participation has been hmited since the Group's vanable pay arrangemeants provids the strong linkage between
warkforce remuneration and the Group's financia’ performance and/for strategic priorities.

- &l colleogues have aocess to share ownership schames (2AYE (on all-employoe plan cnabhng colleagues to save monthly and receive an option to
purchasc Group shares at a discount following o m nimum of three yz)ars) and sIP {an all-ermployee plan enabling the colloagues to purchasae Group
shares on g monthly basis out of deductions from solaries, also raceiving soma Matching Awards from the Graup)) but only senior managoment
participates in the RSP,

Pangion:

— Moximum employer contributians are consistent across the Group fmarimum 10% cmployer contribution for the Group DO arrangemants), with minor
covigtions appropricte for role typao or for historical reasons There alsa exists o NEST pansion arrangemean®.

Benefits:

- Consistent approach applied and determined with reference to role type, morket practice and senionty

The levels of remuneration and the types offered will vary across the Company depending on a colleague’s leve! of seniority and
role. The Committee is not looking for a hemogeneous approach; when conducting its review, it is paying particular attention to:

whether the element of remuneration is consistent with the Company’s remuneration principles;
if there are differences, whether they are appropriate; and

whether the approcach is fair and equitable in the context of other colleagues
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Directors’ Remuneration Report continued
Annual Report on Remuneration continued

Additional remuneration disclosures continued

Overview of workforce remuneration and the Committee’s review continued
The key findings of the Committee’s review for 2022 have been set out in the following table.

Element Findings
Salary Average salary incrogses for colleagues across the Company are being applied on an cquitable and objective basis
Incentives The majority of our collecogues have the ability to share in the success of the Company through iIncentive

compensation In the form of variable pay inked to perfermanco

Shareholding Exceutive directors are required to adhere to minimum shareholding guidelines.
requirements

Pensions All collcagues are sligible for enrolment in g defined contribution pension arrangerment The CEO's current pension

contribution has been reduced in order to achicve alignment with the wider workforce, The pension contributions for
the CFO are alrcady algned to the wider workforce

Benefits Benefits are offered aocording to the level of seniority of the role in hne with market practice Our bonefits offering
is broadly in ling with similar componies but our ‘wellbeing offering is competitive ve companios of a similar size

Having carried out a full review in 2022, the Committee is satisfied thot the approach to remuneration across the Company is
broadly congistent with the Company's principles of remuneration and the pay. Further, in the Commitiee’s opinion the approach to
executive rermuneration aligns with the wider Company pay policy and there are no anomalies specific to the executive directors.

Communication and engagement with colleagues
The Board is committed to ensuring there is an open dialogus with cur colleagues and the Committee has the authority to ask
for additional information from the Company in order to carry out its responsibilities.

The Colleague Forum is @ long established arrangement to facilitate effective engagement between the Beard and the
workforce and to encourage workforce participation in shoping strategic initiatives and seek views on key decisions. It supports
the Group in satisfying Provision & of the UK Corporate Governance Code published in July 2018, as well as capturing meaningful
input and feedback from staff

Qur Colleague Forum has colleague representatives from acress all areas and all levels of the business and meets quarterly.
The Designated Non-Executive Colleague Champion {snd Chair of the Customer, Culture and Ethics Committee {the CCF
Committee)) works closely with the Colleague Forum in his capacity as engagement sponscr on beholf of the Board to agree
arhythm of dialogue and meeting attendance to further cement the link betwsen the Colleague Forum and the Board.

Alongside the Colleague Forum, we commission an annual Colleague Fngagement Survey, which is independently adrministered
by People Insight, as a channel for colleague voice and feedback. The output from each Colleague Engagement Survey is
reviewed by the CCE Committee and appropriate actions are taken inrespense to any findings.

In 2022, the Committee conducted a review of the wider colleague remuneration and incentives with a key part being
censistency and fairness across the organisation via an appropriate framework. The conclusions of this review are currently
being implementad and they are bringing greater consistency, transparency and faimess across the Group.

In addition, this Is the second year that the ‘Blueprint behaviours' performance management framework was used fully across
the Group to assess colleagues’ performance and determine bonus allocations in line with the Group's values. Work has
continued on harmoenising pay and banefits opportunities for equivalant roles across all areas of the business through the new
Group Reward Framework which will be implemented in 2023 and 2024, Group-wide job levels have also been rolled out to help
drive consistency and create a more unified colleague experience and support talent mobility.

Living Wage, equal opportunities and diversity initiatives
A summary of the Company's general policies in relation to Living Wage, equal opportunities and diversity initiatives are as follows:

Policy Pescription

Living Wage employer The National Living Wage is the omourt of meney ali colleagues aged over 25 are legally entitles to Our policy
15 to ersure that all colleagues, whetever their age, aro poid the Netional Living Wage or above

Equal opportunities The Campany is committed to an acte ecual opporturities policy frorm recrutmert ana selection, thrsugh to taining
and diversity and cevelopmant, performarce reviews and promotion. All decisions reloting to employment prachices ara objoctive,
intiatives froe from bias ard based solely upor waork entena encoindividoal ment The Company is responsive to the necds of ity

coloagues, customars and the corrmunity We are an orgarisation which uses cveryono’s tolonts and obiities, anc
where divarsity is volaed. The Compary ersures its promation ana regruitmenrt practicss ars far ard objective anc
ecncouragos the contiruous development ard training of its collcagues, as well as the provision of eqaal cpporturitiss
for the traming ard careor dovelopmert of all colloaguss. Furthar details are proviced in the CCE Comrmittee Report
or payes 106 to 102
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Gender pay gap

We feel strongly about the importance ol having a workforce which represents the customers we serve. We hire from divarse
backgrounds, employing 51% men and 49% women ccross our business, and our recruitment policies, salary and bonus
structures are designed to be gender neutral.

The Group recogniseas that the key driver behind both our hourly rate and bonus gap is a higher proportion of male colleagues
in senior roles, and so we continue to remain facused oninitiatives to increase femacle representation at senior management
and leadership level. The Group produced a gender pay report in 2021 which was published at the end of March 2022, We are
currently finishing the 2022 review which will be submitted at the end of March 2023,

The introduction of job levelling, and o consistent reward framework, means that we are better able to demonstrate that
across the Group, male and female colleagues are treated fairly. Our mean gender pay gap centinues 1o be driven by greater
representation of males in senior roles. Whilst the gender pay gap has decreased from 2021, there is still further improvement
possible, and our key focus to address this, is increasing female representation in senior roles. This is evidenced by our
commitment to the Women in Finance Charter,

Chief Executive Officer (CEO) pay ratio

For the purposes of calculating the CEC pay ratic, we have used Option A, which takes into consideration full-time equivalent
basis of all UK employees and provides representative result of the employee pay conditions across the Company. The ratios
have decreased in 2022 compared to 2021 mainly due to the reduction in the annual bonus outcomes for the CEQ.

In assessing our pay ratio versus likely ratios from industry peers, we believe that we are comparable but note that annuat
and long-term incentive payments have varied considerably amengst this group. We recognise that ratios will be influenced
by levels of colleague pay and, in the sector, colleague pay will be lower than in many other sectors of the economy.

The key reason for the difference between 2022 and 2021 is the reduction in the annual bonus outcomes. In addition, the overall
change of shape of the business over the iast 12 menths has alse had animpact.

The significant volatility in this ratio is caused by the foct that the CEO pay is made up of a higher proportion of incentive pay
than that of our colleagues, in line with the expectations of our shareholders. This introduces a higher degree of variability in his
pay each year which affects the ratio.

25th 75th
porcentile Modian  porcentile
Year B - - pay ratio _ pay_rutlo pay ratio
2022 (actual) 67.9:1 4871 27.01
2021 (actual) 79.61 6631 4411
2022 (incl. target bonus) 55,71 41.011 22.41
2021 (incl. target bonus) 64.5: 53.81 38.81
Base salary and totaf pay and benefits for CEO and colleague percentiles
- B, B 2022
Base salary (£'000) 750
Total pay and benefits (£7000) 2,396
Colleagues 2,762
Base salary (£°000)
Colleague at the 25th percentile 22
Colleague at the 50th percentile 291
Colleague at the 75th percentile 54.8
Total pay and benefits (£000)
Calleague at the 25th percentile 25.9
Colleague at the 50th percentile 36.0
Colleague at the 75th percentile 65.0

Total remuneration for each colleague was calculated on o full-time equivalent basis and the lower quartile, median and
upper quartile colleagues were idenlified as at 31 December 2022. Overall annualised pay was compared 1o the CEO's annual
pay. Colleague total remuneration includes: basic salary, maternity/paternity pay, annual cash bonus and benefits. The total
remuneration for the relevant colleagues was cormpared to that of the CEQ.

The Company believes that the median pay ratio for 2022 is consistent with the pay, reward and progression policies for the
Company’s colleagues. We also considered the pay composition of the colleagues who represent the median, lower and upper
quartiles and were comfortable that it fairly represents pay in the Company
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Directors’ Remuneration Report continued
Annual Report on Remuneration continued

Additional remuneration disclosures continued

CEO and average colleague pay against total shareholder return (TSR)

The chart below shows the single figure of remuneration for our CEO over time rebased to 2012 we have also included our
TSR performance over this pericd agoinst the FTSE 250, based on £100 invested. The FTSE 250 was chosen as, in the opinion
of the Cormmittee, the size and complexity of the Company make this an appropriate basis for comparisen

Pay performance: TSR chart
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® vanqguis Banking Group plc @ FISE 250 (excl. investrnent trusts) == CEO pay

- 2013 20'4 2015 2018 2017 2018 - 208 2020 202 2022
CEO single figure of
remuneration (£'000) 4,880 6,56594 7,500 5315 962 1387 1507 818 1972 2,396
Annual bonus/earning
(% of maximum) 89 100 93 100 - 69 53 - 98 78
LTIS/RSP vesting
(% of maximurm)* 100 100 140 100 - - - - - 100
* The R5P2020 15 predicies to vastin full out it shouls be nated tnal there was a 15 reducionin nimbaer of shares (From the madimum) when gronted in 2020

The greater volatility of our CEQ pay is due to the higher proportion of incentive pay in his package compared with that of our
calleagues, which introduces o higher degree of variability in his pay each year versus colleagues. The above data incorporates
prior CEO data before 2018,
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Percentage change in directors’ and colleagues’ remuneration
The Committee monitors the changes year-on-year between our directors’ pay and average colleague pay. As per our Policy,

salary increases applied to executive directors will typically be in line with those of the wider workforce. In accordance with

The Cormpanies {Directors’ Remuneration Policy and Directors’ Remuneration Report) Regulations 2019, the table below shows
the percentage change in executive director and non-executive director total remuneration compared to the change for the

average of the percentage change for colleagues within the Company The comparator group is based on all colleagues.

Sclaryffees

Taxable bonofits

Short-torm varniable pay

_ . 2022 202 202 2021 2022 2001
Fxecutive directors
Malcolm Le May 5.0% 18.1% (6.3%) (512%) (14.6%) See below
Neeraj Kapur' {9.2%) (31.6%) 16.7% 54.9% (8.4%) see below
Non-executive directors
Patrick Snowball 5.0% {78%) 0% (67%) nfa nfa
Andrea Blance 8.5% 5.4% 0% (50%) nfa nfa
Elizabeth Chambers 4.8% 12% 43.5% 0% n/a nfa
Robert East (87.2%} 5.4% 0% nfa nfa nfa
Paul Hewitt 8.7% 5.1% 0% 50% n/a nfa
Margot Jormes 4.8% 130.6% 0% nfa nja nfa
Angela Knight 8.7% 20% 0% nfa nfa nfa
Graham Lindsay 8.7% 8.4% 150% (50%) n/a nfa
Average colleague 8.4% 3% 58.7% 0.0% (5.2%) 723%

1 Thayear-on-yoar % is distorted due to the prior year having an element reiatod to the buyout of the previous contact on appomntmant As with tha CED,
¥ ¥ p ¥ d Y P PP

the annual pay nsc for 2022 was 5%,
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Directors’ Remuneration Report continued
Directors’ Remuneration Policy

This section sets out the revised Directors’ Remuneration Policy which will be put forward to shareholders at the 2023 AGM
for a binding vote and, if approved, will apply from the 28 June 2023 for up to three years.

The current Directors’ Remuneration Policy for executive directars, the Chairman and independent non-executive directors was
approved at the AGM held on 3 November 2020 and has applied for three years from that date. [he Policy has continued to
support the delivery of our strategy.

Changes made to the current Policy since the 2020 shareholder vote
At the AGM in 2020, the Directors’ Remuneration Policy received the support of 87.8% of shareholders. The subsequent Directors’
Remuneration Reports received support from shareholders of 99.0% and §8.6% of shareholders at the 2021 and 2022 AGMs respectively.

The Committee conducted a review of the Policy in 2022 considering the views of stakeholders, the strategic objectives of the
Group, the remuneration framework applicable to all colleagues, market benchmarking and best practice. Following careful
consideration, the Committee decided to retain a broadly unchanged Policy, making some small changes in order to align with
mdirket practice and reinforce sustained long-term focus on our strategic goaols. The proposed Policy will continue to support
the delivery of the Group's business strategy and alignment to the interests of our shareholders.

Proposed Directors’ Remuneration Policy
The proposed Directors’ Remuneration Policy, to be effective from the date of the Group’s AGM on 28 June 2023 {at 3pm in Braciford),
for up to three years, is set out below,

Element and
link to strategy

Performance conditions

Maximum s
‘ and recovery provisions

Gperation

Salary
Provides o
base level of
rermuneration
to support

An axacutive director's base
salary is set on appointment
and reviewad annuaily or when
there is a change in position

ar respoensibility.

There is no set maximum
increase; however, any incraases
will nermally be no higher than
the increase awarded to the
overall colleague population,

A broad assessment of
individual and business
performance is used as part
of the salary review.

recruitment
and retention
of executive
directors with
the rnecessary ~
experience

and expertise

to deliver the
Group's strategy.

When determining an appropriate
level of base salary, the
Committee considers

pay increases for other
colleagues,

- remuneration practices
within the Group;

- any change in scape, role
and responsibilities;

- the general performance
of the Group and
each individual;

- the experience of the relevant
director; and

- the ecaonomic environment.

individuals who are recruited or
promoted to the Board may, on
occasion, have their sglaries set
below the targeted Policy leve!
until they become established

in their role Insuch cases
subsequent increasas in base
salary may be higher than the
general rises for colleagues until
the target positioning is achieved.

Caver igi -
A greater salary increase Na recavery provisions apply.

may be appropriate in certain
circurnstances, such as a new
appointment made on a salary
befow a market campetitive
ievel, where phased increases
are planned, or where there
has been anincrease in the
responsibilities of an individual,
Where increases are awarded
in excess of the wider colleague
population, the Cormmittee wiil
provide an explanation in the
relevant Annual Report on
Remuneration.

The Committee ensures that
maximurm base salary levels
are positioned in line with
companies of a similar size to
Vanguis Banking Group and
validated against an appropriate
COMPpArator group, so that they
are competitive against the
market. The Commiittee intends
to review the comparators each
year and will add or remove
companies from the groups as it
considers appropriate In general,
base salary increases for
executive directors will be in line
with the increase for colleagues.
However, larger increases

may be offered if there is o
materig! change in the size and
responsibilities of the role (which
covers significant changes in
Group size andfor complexity).
The Company will set out in the
section headed Implementation
of Directors’ Remuneration Policy,
in the following financial year,
the salaries for that year for

each of the executive directors.




Element and
link to strategy

REA

To deliver a level
of fixed pay
reguned Lo e
commensyrata
with the role, skills
and experience
of the executive
directors and

to maintain a
compelitive total
remuneration
package
reflecting an
appropricte
mix of fixaed
and variapble
pay in line with
regulatory
requirements.
Pension

Provides o fair
level of pension
provision for all
colleagues,

Benefits

Provides a market
stondard level

of benefits.

Operation

RBAs are non-pensionable

and will be released in equal
instalments over a minimum of
Lhies yedrs In the form of shares.

The Company provides a pension
contribution allowance that

is fair, competitive and in line
with corporate governance

best practice.

Pension contributions will

be ¢ non-consolidated
allowance and will not impact
any incentive calculations.

Benefits include market
standard benefits.

The Committee recognises
the need tc maintain suitable
flexibility in the benefits provided
to ensurs it is able to support
the objective of attracting and
retaining personngl in order

to deliver the Group strategy.
Additional benefits which are
available 1o other colleagues
on broadly similar terms may
therefore be offered such

as relocation allowances

on recruitment.
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Maximum

The maximum value of an
RBA for an individual is 25%
of base salary.

It eshould be noted that currently
itis only proposed that the

CEQ will have an RBA of 15%

of base salary.

The maximum value of the
pansion contribution allowance
for executive directors will be
aligned to that of the wider
workforce (currently 10% per
annum). Where there is any
change to this rate then the
executive directors will be
entitled to recelve the same
contribution, or cash equivalent
payrment, which, for the
avoidance of doubt, could be
more than 10% of salary.

The Company will set outin the
section headed Implementation
of Remuneration Policy, in

the following financial year,

the pension contributions

for that year for each of the
executive directors.

The maximum is the cost

of providing the relevant
penetfits which includes
pension allowance, car
allowance, life assurance,
permanent health insurance
and medical insurance.

Performance conditions
and recovery provisions

Linked to base salary.

No recovery provisions apply.

No performance or recovery
provisions applicable.

No performance or recovery
provisions applicable
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Directors’ Remuneration Report continued
Directors’ Remuneration Policy continued

Proposed Directors’ Remuneration Policy centinued

Element and
link to strategy

Annual

Bonus Plan

The Annual Bonus
Plan provides

a significant
incentive o

the executive
directors linked to
achievement in
delivering goals
that are closely
aligned with

the Company’s
strategy and the
creation of value
for shareholders

In particular, the
Annudal Bortus
Plan supports
the Company’s
objectives
allowing the
setting of annual
targets basad
on the business
strategic
objectives

at that time,
meaning that a
wider range of
performance
metrics can be
used thatare
relevant and
achievable.

144

|
Operation

The Committee will determine the
maximum annual participation

in the Annual Bonus Pign for each
year, which will not exceed 150%
of base salary

The Company will set out in the
section headed Implementation
of the Directors’ Remuneration
Policy, in the following financial
yedr, the naoture of the targets and
their weighting for each yeaor.

Details of the performance

measures, targets and their leve)
of satisfaction for the year being
reported on will be set out in the
Annual Repert on Remuneration.

The Cormmittee can determine
that part of the bonus earned
under the Annual Bonus Plan is
provided as an award of shares
undear the Deferred Share Bonus
Plan glement

The minimum leve! of deferral

is 40% of the bhonus, howevaer,

the Committee may determine
that a greater portion or in some
cases the entire bonus be paid in
deferred shares,

The main terms of these
awards are:

= minimum deferral period
of three years;

- deferred bonus will vest in
equal amounts over the
three-year period,; and

- the participant's continued
employment at the end of the
deferral period unless hefshe
is a good leaver.

Where regulations prevent the
payment of dividend equivalents
over the vesting period, the
number of shares awarded will
be calculated by reference to a
discounted share price reflecting
the lack of entitlement to
dividends or dividend equivalents,
In such circumstances, the
Committee has discretion

to reduce (not increase) the
number of shares that vest if
actual dividends paid over the
period are materially lower than
the original dividend assumption

Maximum

The Committee will determine
the maximum annual
participation in the Annual
Bonus Plan for each year,
which will not exceed 150%

of base salary.

Percentages of bonus
maximum typically ecrned
for different levels of
performance are:

- minimum-’ 0%;
- threshold: up to 25%;
- target: 50%; and

- moaximum: 100%.
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Performance conditions
and recovery provisions

The Annual Bonus Plan is
based on o mix of financial
and strategic/operational
conditions and is measured
over a period of cne financial
year. The financial measures
will account for no less than
50% of the bonus opportunity.

The Committee retains
discretion in exceptional
circumstances to change
performance measures and
targets and the weightings
attached to perfermance
measures part-way through
a performance year if

there is a significant and
material event which couses
the Commitlee to believe
the original measures,
weightings and targets

are no longer appropriate.

Discretion may also be
oxercised In cases where the
Committee believes that the
bonus cutcome is not a fair
and accurate reflection of
business, individual and wider
Company performance. The
exercise of this discretion may
result in a downward or upward
moverment in the amount

of bonus earned resulting
from the application of the
performance measures.

Any adjustments or discretion
applied by the Committee wiil
be fully disclosed in the following
year's Remuneration Report

The Committee is of the
opinion thoat given the
commercial sensitivity arising
inrelation to the detailed
financial targets used for

the annual bonus, disclosing
precise targets for the Annual
Bonus Plan in advance would
not be in shareholder interests.
Actual targets, performance
achieved and awards made
will be published ot the end

of the performance periods so
shareholders can fully assess
the basis for any pay-outs
under the annual bonus.

Both the Annual Bonus Plan
and the DBP contain malus
provisions. In addition, the
Annudl Bonus Plan contains
clawback provisions. Further
detail is set out in the

nMalus and clawback table
on page 146.




Element and
link to strategy

Restricted
Share Plan (RSP)
Awards are
designed to
incentivise

the executive
directors over
the longer term
Lo successfully
implement the
Company’s
strategy

Operation

Awards are granted annudally to
executive directors in the form

of conditional awards or options.
Awards vest at the end ot a
three-year period subjact to

- the executive director's
continued employment
at the dote of vesting: and

- the satisfaction of an
underpin as determined by
the Committee whereby the
Committee can adjust vesting
for business, individual and
wider Company performance.

Atwo-ysar holding period will
apply following the three-year
vesting period for ali awards
granted to the executive directors.

Upon vesting, sufficient shares
may be sold to pay tax on
the shares.

Where regulations prevent the
payment of dividend equivalents
over the vesting period, the
number of shares awarded will
be calculated by reference to a
discounted share price reflecting
the lack of entitlemant to

dividends or dividend equivalents.

In such circumstances, the
Committee has discretion to
reduce (not increase) the number
of shares that vest if actual
dividends paid over the period
are materially lower than the
original dividend assumpticn.

Authority is given for the
Committee to make minor
amendments tc the Restricted
Share Flan to ensure compliance
with any regulatory changes the
Company may become subject
to over the life of the Policy.

Maximum

Maxirmurm value of 100% of base
salary per annum based on
the market value at the date

ot grant set in accordance

with the rules of the RSP,

There are no performance
cenditions on grant; however,
the Remuneration Committae
wili consider prior year business
and personal performance to
determine whether the level

of grant remains appropriate.

Performuance conditions
and recovery provisions

No specific performance
conditions are required for

the vesting of restricted shares
but there will be an underpin
as the Committee will have
the discretion to adjust
vesting, taking into cccount
business, individual and wider
Company performance.

The Committee will take

into account the following
factors (amengst others)
whean determining whesther to
exarcise its discretion to adjust
the number of shares vesting:

- whether threshold
performance lavels have
been achieved for the
performance conditions
for the Annual Bonus
Plan for each of the three
years covered by the
vesting period for the
restricted shares;

- whether there have been
any sanctions or fines
issued by aregulatory body;
participant responsibility
may be allecated
collectively or individually,

- whether there has been
material damage to the
reputation of the Company,
participant responsibility
may be allocated
collectively or individually;

- the potential for
windfall gains;

- the lgvel of colleague and
customer engagement
over the period; and

- the level of achievemeant
of our approach to ESG
as set out by the Board.

The Committee retains
discretion to change the
factors being considered

Awards are subject to clawback
and rmalus provisions. Further
detallis set out in the Malus
and clawback table below.

The Committee will operate the Bonus Plan and the RSP within the Policy detailed above and in accordance with their respective
rules. In relation to the discretions includled within the Plan rules, these include, but are not limited to: (i) who participates in the
Flans; (i) testing of the relevant performance targets; (i) undertaking an annual review of performance targets and weightings;
(iv) the determination of the treatment of leavers in fine with the Plan rutes, (v} adjustments to existing performance targets
and/or Share awards under the Pians if certain relevant events take place (e.g. a capital restructuring, @ material acquisition/
divestment, etc.) with any such adjustments to result in the revised trgets being no maors or less challenging to achieve; and
(VD dealing with a change of control.

In addition to the operational discretions that the Committee con exercise in the performance of its duties (including those
set outin the Plan rules), the Committee reserves the right to make either minor or administrative amendments to the Policy to
benefit its operation or to make more material amendrments in order to comply with new laws, regutations andfor regulatory
guidance, The Committee would only exercise this right il it believed it was in the best interests of the Company to do so

and where it is not possible, praclicable or proportionate to seek or owait shareholder approval in a General Meeting.
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Directors’ Remuneration Report continued
Directors’ Remuneration Policy continued

Legacy remuneration arrangements
Allvariable remunerotion arrangements previously disclosed in prior years' Directors’ Remuneration Reports will remain eligible
to vest or become payable on their original terms and vesting dates, subject to any related clawback provisions.

Shareholding requirement

The Committee already has in place strong sharsholding requirements {as @ percentage of base salary) that encourages
executive directors to build up their holdings over a five-year period. Adherence to these guidelines is a condition of continued
participation in the equity incentive arrangements. This policy ensures that the interests of executive directors and those of
sharehoclders are closely aligned. In addition, executive directors will be required to retain 50% of the post-tax amount of vested
shares from the Company incentive plans until the minimum shareholding requirement is met and maintained. The following
table sets out the minimum shareholding reguirements:

I
Role Shareholding requirement {percentage of base salary)

Executive direciors 200%

Malus and clawback

Malus is the adjustrment of the Bonus Flan payments or unvested long-term incentive awards (including RSP awards) or the
imposition of additional conditions because of the occurrence of one or more circumslances listed below. The adjustment may
resultin the value being reduced to nil.

Clawback is the recovery of payments made under the Bonus Plan or vested [ong-term incentive awdrds (inciuding RSP awards)
as a result of the occurrence of one or more circumstancss listed below.

Clawback may apply to all or part of a participant’s payment under the Bonus Pian, RSP or LTIS award and may be effected,
among other means, by requiring the transfer of shares, payment of cash or reduction of awards or bonuses. The circumstances
in which malus andg clawback could apply are as follows:

- discovery of a material misstatement resulting in an adjustmeant in the cudited accounts of the Group or any Group cormpany;

- the assessment of any vesting condition or condition in respect of an award under the Plan was based on error, or
inaccurate or misleading information;

- the discovery that any information used to determine the award was based on error, or inaccurate or misleading information;
- action or conduct of a participant which armounts to fraud or gross misconduct;

- events or the behaviour of a participant have led to the censure of a Group company by a regulatory autherity or have had
a significant detrimantal impact on the reputation of any Group company provided that the Committes is satisfied that the
relevant participant was respansible for the censure or reputational damage and that the censure or reputational damage
is attributable to the participant;

- failure of risk management including but not limited to o material breach of risk appetite and regulatery standards,
- material downturn in business performance as determined by the Committee; or

- corporate failure,

Annual bonus {cash) Annual bonus (deferred shares) Restricted shares

Malus Up o the date of the To the end of the three-year To the fifth anniversary of the award date.
cash payment. vesting period.

Clawback  Two years post the date Clowback applies for a period Two years following the fifth anniversary
of any cash payment. of seven years, extendable up of the award date.
The total malus and to one year The total malus and clawback
clowback period may be The total malus and clawback period may be extended to 10 years
extanded to 10 years where period may be extended to 10 years where there 1s an ongoing internal
there is an ongoing internagl where there is an ongoing mternal or regulatory investigation.
or requlatory investigatian ar regulatory investigation.

The Committes believes that the rules of the Plans provide sufficient powers to enforce malus and clawback where required.
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Loss of Office Policy
When considering compensation for loss of office, the Committee will always seek to minimise the cost to the Company whilst
appiying the following philosophy.

Remuneration element

General

Salary, RBA,
benefits
and pension

Bonus cash

Treatment on cessation of employment

The Cornmittee will honour executive directors’ contractual entitlements. Service contracts do not
contain liquidated damages clauses. If a contract is to be terminated, the Committee will determine
such mitigation as it considers fair and reasonable in each case. There are no contractual
arrangements that would guarantee a pension with limited or no abatement on severance or early
retirement. There is no cgreement between the Company and its directors or colleagues, providing for
compensation for loss of office or ernployment that occurs because of o takeover bid. The Committee
raserves tha right to make additional payments where such payments are made in good faith in
discharge of an existing legal obligation (or by way of domages for breach of such an obligation);

or by way of settlement or compromise of any claim arising in connection with the termination

of an executive director's office or employment.

These will be paid over the notice period. The Company has discretion to make a lump sum payment
intieu (excluding the RBA).

Good leaver reason Discretion

Other reason o e
Performance Ne bonus The Committee has discretion to determine:
conditions will be payable for . . .
measured ot the the year of that an executive director 1s a good leaver. It s the

Committee’s intention to only use this discretion in
circumstances where there is an appropriate businass
case which will be explained in full to shareholders; and

bonus megsurement  cessation.
date, Bonus will
normally be pro-rated

for the pericd - whether to pro-rate the bonus to time. The Committee’s
worked during the normal paolicy is that it will pro-rate bonus for time.
financial year Itis the Committee’s intention to use discretion to

not pre-rate in circumstances where there is an
appropriate business case which will be explained
in full to shareholders.
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Directors’ Remuneration Report continued
Directors’ Remuneration Policy continued

Loss of Office Policy continued

Restricted

Remuneration element |

Bonus deferred
share awards

Restricted

Share Plan
For the year
of cessation

Treatment on cessation of ernployment

Good leaver reason

Al subsisting
deferred share
awards will vest,

Gond leaver rcason

The award will
normally be pro-rated
for the period

worked during the
Finoncial year

Other reascn

Lapse of any
unvested
deferred
share awards

No award
for year of
cessation.

Gther reason

Discretion

The Committee has discretion to:

Discretion

The Committee discretion ta determine:

determine that an executive director is a good leaver

It is the Commuttee’s intention to only use this discretion
incircumstances where there is an appropriate business
case which will be explained in full to sharsholders;

vest deferred shares atthe end of the criginal deferrai
perod or at the date of cassation. The Committee will
make this determination depending on the type of
good leaver reason resutting in the cessation; and

determine whether to pro-rate the maximum number
of shares to the time from the date of grant to the date
of cessation. The Committee's normal policy is that it
will not pro-rate awards for time. The Committes will
determineg whether or not 1o pro-rate based on the
circumstances of the executive director’s departure.

that an executive director is a good leaver. It is the
Committee's intention to only useé this discretion in
circumstances where there Is an appropriate business
case which will be explained in full to shareholders;

whether to pro-rate the Company award to time,

The Committee’s normal policy is that it will pro-rate
for time. It is the Committee’s intention to use discretion
to not pro-rate in circumstances where there is an
appropriate business case which will be explained

in full to shareholders; and

whether the awards vest on the date of cessation
or the original vesting date. The Committee will make
its determination based, amongst other factors,
on the reason for the cessation of employment.

Good leaver reason . 7glscreuoh o S _
Share Plan Awards will be Unvested The Committee discretion to determine:
Subsisting awards pro-rated to time awards will

Other contractual
obligotions

and will vest on their
original vesting dates
and remain subject
tc the holding period.

be forfeited
on cessation
of employment.

Vested awards
will remain
subject to the
hoiding period

that an executive director is o good leaver Itis the
Committee’s intention to only use this discretion in
circumstances where there is an aoppropriate business
case which will be explained in full to sharehclders;

whether to pro-rate the award to the date of cessation.
The Committee’s normal policy is that it will pro-rate.
The Committes will determine whether to pro-rate
based on the circumstances of the executive
director's departure,

whether the awards vest on the date of cessation

or the original vesting date. The Committes will make
its determination based, amongst other factors, on
the reasen for the cessation of employment; and

whether the holding period for awards applies in part
ar in full. The Committee will make its determination
based, amongst other factors, on the reason for the
cessation of employrment.

There are no other contractual provisions other than those set out above agreed prior to 27 June 2012
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The following definition of leavers will apply to all the above incentive plans. A good leaver reason is defined as cessation
in the following circumstances:

death;
ill health;
injury or disability;

retirement with agigernent of the émploying Group company;

employing company ceasing to be a Group company;

transfer of employment to a company which is not o Group company; and

at the discretion of the Committee (as described above)

Cessation of employment in circurmstances other than those set out above is cessation for other reasons.

Change of Control Policy

Name of incentive plan

Cash awards

Deferred share awards

Restricted shares

Change of control

Pro-rated to time and performance

to the date of the change of control.

The number of shares subject to

subsisting deferred share awards will

vest on a change of control pro-rated

for time and performance against
any underpins.

The number of shares subject to
subsisting RSP awards will vest on
a change of control pro-rated for
time and performance against
cny underpins.

Discretion

The Committee has discretion regarding whether to
pro-rate the benus to time. The Committee's normal
policy is that it will pro-raote the bonus for time. It is
the Cornmittee’s intention to use its discretion to
not pro-rate In circurmstances only where there

is cn appropriate business case.
The Committee has discretion regarding whether to
pro-rate the RSP awards for time. The Committee’s
normal palicy is that it will pro-rate the Restricted
Share Awards for time. It is the Committee’s intention
to use its discretion tc not pro-rate in circumstances
only where there is an appropnate business case.

The Committee also has discretion to consider
attainment of any underpins.

The Committee has discretion regarding whether

to pro-rate the RSP awards for time. The Committee's
normal palicy is that it will pro-rate the restricted
share awards for time. It is the Committee’s intention
to use its discretion to not pro-rate in circumstances
only where there is an appropriate business case
The Committee also has discretion to considar
attainment of any underpins.
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Directors’ Remuneration Report continued
Directors’ Remuneration Policy continued

Recruitment and Promotion Policy

The Company’s principle is that the remuneration of any new recruit will be assessed in fine with the some principles as

for the executive directors, as set out in the Directors’ Remuneration Policy table. The Cormmittee is mindful that it wishes to
avoid paying more than it considers necessary to secure a préferred candidate with the appropriats colibre ond experience
needed for the role. In setting the remuneration for new recruits, the Committes will have regard ta guidelines and shargholder
sentiment regarding one-off or enhanced short-term or loeng-term incentive payments as well as giving consideration for the
appropriateness of any performance measures associated with an award The Company’s policy when setting remuneration
for the appointment of new directors is summarised in the table below:

Remuneration element Recruitment policy

scﬂary, RBA, benefits and pension Salary, RBA, benefits and pension can be set up to and in Iine with the policy for
existing executive directors. Maximum pension contribution will be aligned to
that of the maijority of colleagues,

The RBA will cease to be an element of our remuneration if the Directors’
Remunercmon Pol\cy s Ctpproved at the 2023 AGM

Annuadl bonus Maximum annual participation will be set in line with the Compcny s policy
for esttmg executive directors and wilt not exceed 150% of base salqry

Restricted shares Maximum annual pommpczt\on will be set in line with the Company's policy
for existing executive directars and will not exceed 100% of base salary for
restncted shares

Maximurmn variable remunearation The maximum vcmob!e remuneration which may be gronted is the sum of the
annua! bonus and restricted shores award [excluding the volue of any buyouts).
For the proposed Policy under the Restricted Share Plan, the maximum variable
remuneratlon W\li be 250% of base scxlory

‘Buyout’ of incentives forfeited Where the Committee determines that the mdlwduoi circumstances of

on cessation of employment recruitment justifias the provision of a buyout, the equivalent value of any
incentives that will be forfeited on cessation of an executive director's previous
employment will be colculated taking into account the following:

- the proportion of the performance period completed on the date of the
executive director's cessation of employment;

- the performance conditions altached to the vesting of these incentives
and the likelihood of them being satisfied, and

- any other terms and conditions having a material effect on their value
(lapsed value).

The Committee may then grant up to the same value as the lapsed value, where
possible, under the Company’s incentive plans. To the extent that it was not
possible or practical to provide the buyout within the terms of the Company's
exnstmg mcennve p\ons a bespeke orrungemem would be used

Reiocation poIECI'es In instances where the new executive director is required © reiocate or Speﬂd
significant time away from their normal residence, the Company may provide
ong-off compensation to reflect the cost of relocation for the executive director.
The level of the relocation package will be assessed on a cose-by-case basis
but will take into consideration any cost of living differences/nousing allowance
and schooling and will not exceed a period of two years from recruitment.

Where an existing collizagus Is promoted 1o the Board, the Policy set out above would apply from the date of prormotion but there
waould be no retrospective application of the Policy in relation to subsisting incentive awards or remuneration arrangements,
Accordingly, prevalling efernents of the remuneration package for an existing colleague would be honoured and form part of the
ongoing rernuneration of the persen concerned. These would be disclosed to shareholders in the Directors’ Remuneration Report
for the relevant financial year.

The Company's policy when setting fees for the appointment of a new Chairman or non-executive directors is to apply the policy
which applies to current Chair or non-executive directors.

Service contracts and letters of appointments

The Cormmittee’s policy for setting notice periods is that normally they will be a maximum of 12 months The Committee may in
sxceptiona! circumslances arising on recruitment, allow @ longer period, which would in any event reduce 1o 12 months lollowing
the first year of employment. The non-~executive directors of the Company do not have service contracts. The non-executive
directors are appointed by letters of appointment. Each independent non-executive director's term of office runs for a
three-year periad.

The Company fallows the UK Corporate Governance Code's recommendation that all directors be subject to annual
reappeintment by shareholders.
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Executive directors

Guaranteed payments on

Noma 7 7 - Dateofcontract Company notice ExE\ft_i\.E T@ __change of control or cessation
Malcolm Le May (CEO) 1 February 2018 12 months 12 months None
Neeraj Kapur (CFO) 1 April 2020 12 months 12 months None

1erms of appointment of the non-executive directors

Name _ _ Appointment L - Date of mast fecent tarm_Expected (and actual) date of expiy
Elizobath Chambers 31July 2018 30 June 2021 30 June 2024
Payt Hewitt 31July 2018 30 June 2021 30 June 2024
Angela Knight 31 July 2018 30 June 202} 30 June 2024
Patrick Snowball 21 september 2018 21 May 2022 21 May 2025
Graham Lindsay 1 April 2018 30 June 2022 30 June 2025
Andrea Blance 1 March 2017 27 February 2023 27 February 2026
Margot James 27 July 2020 27 duly 2020 28 June 2023

Policy on other appointments :

Executive directars are permitted to hold non-executive directorships but may only hold one non-executive directorship in a
listed company — and may retain the fees from their appointment, provided that the Beard considers that this will not adversaly
affect their executive respeonsibilities.

Consideration of employment conditions elsewhere in the Group

Edach year, prior to reviewing the remuneration of the executive directors and the members of the executive team, the Committee
considers a report prepared by the Group Reward Director detailing base pay, benefits and share scheme practice across the
Company. The report provides an overview of how colleague pay compares to the market and any material changes during the
year ond includes detailed analysis of basic pay and variable pay changes within the UK.

while the Company does not directly consult with colleagues as part of the process of reviewing executive pay and formulating
the Rernuneration Policy, the Company does recelve an update and feedback from the broader colleogue population onon
annual basis using an engagement survey which includes a section relating to remuneration. In addition, the Company receives
teedback from the Colleague Engagement Forurn.

The Group aims to provide o remunearation package for all colleagues that is market competitive and operales the same core
structure as for the executive directors. The Group operates colleague share and variable pay plans, with pensicn provisions
provided for all executive directars and colleagues. In addition, any salary increases for executive directors are expected to be
generally in line with those for UK-based colleagues. The Committee annually publishes a section on fairness, diversity and wider
workforce considerdations as part, of the Directors' Remuneration Report.

Andred Blance ¥
Remuneration Committee Chair ) h
30 Mdrch 2023 ' i
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Financial statements

Consolidated income statement
For the year ended 31 December

Group B
2022 202
Continuing opcrc:_tions o _ Noto 211 £m
Interesl incume e 486.9 4739
Interest expense 4 (58.8) (53.0)
Net interest income 4281 420.9
Fee and commission income 5 47.0 60.3
Fee and commission expense 5 (2.8) (29)
Net fee and comm\ssmn income 5 442 574
Other incorme ond net fcﬂr vculue gains 8.4 0.4
Total income 480.7 478.7
Impairment charges 13 (66.1) (50.4)
Risk-adjusted income 414.6 4283
Operoting costs (304.5) (2861)
Profit before toxatlon from contlnumg operonons 1,6 1oa 1422
Prefit before taxotion, omortisation of acquisition mtmnglbles Cmd exceptlon(]| items 16 126.6 878
Amortisation of acquisition intangibles 19 (7.5) (78)
Exceptional tems 1 (9.0) (181}
Tax charge 7 {27.8) {7.8)
Profit for the year from continuing operations 82.3 134.6
Loss after tax from  discontinuad operations 2 (a.9) (166.7)
Profit/{loss) for the year attributable to equity shoreholders 77.4 (32}
Consolidated statement of comprehensive income
For the year ended 31 December
Group
2022 2021
, - - - Mote £m _Em_
PrOflt/(loss) for the year attributakle to equ:ty shareholders 77.4 (320
lterns that will not be reclassified subseguently to the income statement:
- actuarial movernents on retirement benefit asset 2 (B4.2) 27
- fair value movements transferred to income statement 15 - (52)
— tax on iterns taken directly to other comprehensive income 7 16.0 (3.8}
- impoct of Chonge n UK tox rote on items in other cormprehensive income 7 5.0 (6.4}
Other comprehenswe (expense)/mcome for the year {63.2) n7
Total comprehensive incorme/ {expense) for the year 14.2 (204)
Earnings/(loss) per share
For the year ended 31 December
Group o
2022 2021
S _ . No}p __pence panco
Baisic 8 30.8 (12.8)
Diluted 8 30.5 (128)

The above earnings/(loss) per share is on a Group basis including discontinued operations.
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Financlal statements continued

Dividends per share
For the yadar ended 31 December
Growp
2022 2021
B . e ~ Note pancs pance
Interim dividend 2] B 12
Final dividend 2 0.3 -
The total cost of dividends paid in the year was £42.8m (2021 £ni),
Balance shoets
Group Cornpany
At At At At
JDecember 31 Decamber 3 December 3 Dacamber
2022 202 2022 202
o - _ Note £m £m _&m £m
ASSETS
Cash and cash squivatents 12 464.8 b 41 2086
Amounts receivable from customers 13 1,8846.1 18777 - -
Trade and other receivables i 50.6 188 1197.9 10532
investments held at fair vakse through prefit and loss 15 10.7 a1 - -
Current tox asset 1.8 - - -
Property, plant and equipment 16 8.3 84 [+X ] 12
Right of use assets 17 324 479 127 15.3
Boodwil B N2 nz - -
Other intangible assets 19 633 523 23 -
Investrnent in subsidiaries 20 - - 207.4 2054
Retiremant benafit asset a2 307 n2:2 307 N2z
Derivative financial instruments 22 n3 31 - -
Deferred tax assets 23 14.5 6.9 - -
TQTAL ASSETS 1T 28558 27253 1,458.0 16138
LIABILITIES AND EQUITY
Liabilities
Trade and other payables 24 62.8 956 3043 3867
Current tax llabillties - 38 - -
Provisiong 25 652 721 (A ] 35
Lease liabifities 26 493 [3:3:3 18.7 89
Retad deposits 27 1,100.6 1018.5 - -
Bank and other bomowings 27 815.4 8452 365.8 3953
Derivative financial instrurnants 22 15.3 - 15.3 -
Deferred tax llabilities 23 - - 6.3 2286
Total liabilities 1 20486 2,0841 707.6 8270
Equity attributable to owners of the parent
Share capital 20 B2& 62,6 52.8 52.6
Share premium 2738 2733 273.6 2733
Mergef reserve 2782 2782 280.5 2805
Other reserves 3i 12.4 2.8 ne 8.0
Retained eamings (e-8) 173 1203 715
Total equity 1 807.2 6312 748.5 786.¢
TOTAL LIABILITIES AND EQUITY 2,665.8 27253 1458.0 1612.9

In accordance with the exemption allowed by section 408 of the Companies Act 2008, the Company has not presented its
own income statement or statarnent of other comprehensive income. The retained profit for the financiol year reperted inthe

financial staterments of the Company was £64.Im (2021: £2.7m),
The financlal statements on pages 153 to 219 wera

Ipmvewomed for issue by the Board of directors on 30 March 2023

Neeraqj Kapur
Chief Finance Officer

u‘r:t ed on ks behalf by:
Malteim Le Moy

Chisf Executive Officer
Company Nurmber — 668887
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Statements of changes in shareholders’ equity

Share Shore Morger Other Retained
capital premium TOSOIVe rescrves earmings Total

Grou_p . . - - Note £m £m . En_ﬂ__ £m £m Efn
ALl January 2021 526 2732 2782 4.6 231 8477
Lose for the year — - - (321 (:32.1)
Other comprehensive income/{expense);
= actuarial movements on retirement benefit asset 2 - — - - 271 271
~ fair value movements transferrad to

income staterment 15 — - — (5.2) — (5.2)
~ tax on items taken directly to other

comprehensive income — — - 14 (5.2) (3.8)
- impact of change in UK tax rate 7 — - - — (8.4} {6.4)
Other comprehensive (expense)/income for the year — — - (38) 155 n7z
Total comprehensive expense for the year — - - (3.8) (16.8) (20.4)
Issue of share capital - 0l - - - o1
Share-based payment charge 30 - - - 38 - 38
Transfer of share-based payment reserve on vesting
of share awards - - — (a8) 48 -
At 31 Decemioer 2021 52.8 2733 2782 g8 7.3 6312
At 1January 2022 526 273.3 278.2 2.8 17.3 631.2
Profit for the year - - — - 77.4 77.4
Other comprehensive expense:
- actuarial movermnents on retirement benefit asset 2 — — - — (84.2) (84.2)
= tax on items taken directly to other

comprehensive incorme - - - — 16.0 16.0
—impact of change in UK tax rate - — - - 5.0 5.0
Other comprehensive expense for the year — — - - (63.2) (63.2)
Tatal comprehensive income for the year - - - - 14.2 14.2
Dividends - — — - {a2.8) (42.8)
Purchase of cwn shares - - - - {0.7) (0.7)
Issue of share capital - 0.2 - - — 0.2
Share-based payment charge 30 - - - 5.1 - 5.1
Transfer of share-based payment raserve on vesting
of share awards — — - (2.5) 25 —
At 31 December 2022 52.6 273.5 2782 12.4 {9.5) 607.2

Goodwill arising on acquisitions prior to 1 January 1998 was eliminated against sharenolders’ funds under UK GAAP and was not
reinstated on transition to IFRS. Accordingly, retained earnings are shown after directly writing off cumulative goodwill of £1.6m.
In addition, cumulative goodwill of £2 3m has been written off against the merger reserve in previous years.

The rights issue in April 2018 was undertaken through a cash box structure which allowed merger relief to be applied to the issue
of shares rather than recording share premium, The full merger reserve is now considered distributable.

Other resarves are further analysed in note 31.
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Financial staterments continued

Statements of changes in shareholders’ equity continued

share Share Marger Cther Retained
capital premium reserve rescrves earnings Total

Company | - o Nete  EM _Em Emo_fm __Em L Em
At 1 January 2021 526 2732 2805 10.0 152% 7688
Profit for the year .= — - - 27 27
Other comprehensive income/{expense):
- actuarial movements an retirement benefit asset 21 - - - - 271 271
- tax on iterms taken directly to other

comprehensive income - — - (5.2) (52)
- impact of change in UK tax rate - — - - (6.4} (6.4)
Other comprehensive income for the year - - - - 15.5 155
Total comprehensive income for the year - - - - 8.2 182
Issue of share capital - 01 - - = Q1
Share-pbased payment charge 30 — - — 17 - 1.7
Transfer of share-based payment reserve on vesting
of share awardis - - - (08) 08 -
Share-based payrment movement in investment
in subsidiaries - - - (1.9} - (1.8)
At 31 December 2021 526 2733 2805 80 715 7869
At 1 January 2022 52.6 2733 280.5 9.0 171.5 786.9
Profit for the year - — - — 64.1 84.1
Other comprehensive expense:
- actyarial movernents on retirernant benefit asset 21 - - — - (84.2} {84.2)
- tax on items taken directly to other

comprehensive income - - - - 16.0 16.0
- impact of change in UK tax rate - - - - 5.0 5.0
Other comprehensive expense for the year - - - — (63.2) (63.2)
Total comprehensive income for the year - - - - 0.9 0.9
Dividends - - - - {a2.8) (42.8)
Purchase of own shares - - - - (0.7) {0.7)
Issue of share capital - 0.2 - - — 0.2
Share-based payment charge 30 - - - 29 - 2.9
Transfer of share-based payment reserve on vasting
of share awards - - — (1.4) 1.4 -~
Shaore-based payment movement in investment
i subsidicries - - - 11 - 11
At 31 December 2022 52.6 273.5 2805 n.e 130.3 748.5

Other reserves are further analysed in note 31,
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Statements of cash flows
For the year ended 31 December

Group Cormpany
2022 2021 2022 207
L o - - - - Note ~ Em _ Em _Em ﬁm
Cash flnws frnm nperating rirtiviting
Cash {used in}/generated from cperations 34 (144.3) 240.5 (106.6) (noo)
Finance costs paid (a7.2) (71.2) (30.6) (207}
Finance income received - - 57.2 517
Tax paid {13.4} (61) — -
Net cash (used in)/generated from operating activities {204.9) 163.] (80.0) (88.9)
Cash tlows from investing activities
Purchase of intangible assets 19 (29.2) (24.8) (2.3) -
Purchase of property, plant and equipment 6 (3.6) (1.3) - -
Praceeds from disposal of property, plant and equipmeant 18 - 38 - -
Cash placed on deposit - - (20.0) -
Dividends received from subsidiaries 32 - - 5.3 88.8
Net cash (used in)/generated from investing activities (32.8) (22.3) 23.0 88.8
Cash flows frem financing activities
Proceeds from bank and other borrowings 485.5 748.0 - 1975
Repayment of bank and other borrowings {443.9) (10815) {20.0) (175.2)
Loan from subsidiaries - - - 1282
Payment of lease liabilities {10.8) (9.8 (2.2) (30)
Dividends paid to Company shareholders {42.8) — (42.8) —
Repayment of loan from subsidiaries - - {70.0) -
Purchase of own shares for share awards {0.7) - (0.7 —
Proceeds from issue of share capital 29 0.2 [oR 0.2 0l
Net cash {(used in)/generated from financing activities {12.5) {(345.0) {145.5) 1476
Net (decrease)/increase in cash, cash equivalents and overdrafts (250.2) {2042} (202.5) 1475
Cash, cash equivalents and overdrafts ot beginning of year 7aa 9183 206.6 591
Cash, cash equivalents and overdrafts at end of year 463.9 7141 41 2066
Cash, cash equivalents and overdrafts at end of year comprise:
Cash at bank and in hand 12 464.9 N7 41 206.6
overdrafts (held in bank and other borrowings) 27 (1.0) (36) - -
Total cash, cash equivalents and overdrafts 463.9 7141 4] 2068

Cash at bank and in hand includes £420.5m (2021, £414.8m) in respect of the liquid assets buffer, including other liquidity
resources, held by Vanquis Bank Limitad in accerdance with the PRA's liquidity regime.
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Statement of accounting policies

General information

The Company is a public imited company incorporated

and domiciled in the UK. The address of its registered office

is No. 1 Godwin Street, Bradford, England BD1 28U, The Company
is listed on the london Stock Exchange.

Basis of preparation

The financial statements of the Group and Carmpany are
prepared in accordance with international dccounting
standards as adopted by the UK, International Financial
Reporting Interpretations Cormmittee (IFRIC) interpratations
and the Companies Act 2006,

The financial staterments have been prepared on a going
concern basis under the histerical cost convention, as
modified by the revaluation of derivative financial instruments
and investments held at fair value through profit and loss,

in assessing whether the Graup is a going concern, the
directors have reviewed the Group's corporate plan as
approved in December 2022, In doing so, the Board reviewed
detailed forecasts for the three year period to December
2025 and afso considered lgss detailed forecasts for 2026 and
2027. These higher level outer year forecasts do not contain
any information which would cause different conciusions to
be reached over Lhe longer-term viability of the Group. The
assessment included consideration of the Group's principal
risks and uncertainties, with a focus on capital and liquidity

The directors have also reviewed the Group's stress testing
projections which are based on a severe but plausibla
scenario. The stress test scenaric envisages that the UK
econamy enters a period of stagflation in 2023 with inflation
rising to approximately 17% and the UK Bank Rate rising to 6%
As a result, the UK unemployment rate rises to approximately
8.5% This shows that the Group iz able to maintain sufficient
capital headroom above minimum requirements The
directors have reviewed the Group's reverse stress testing
projections 1o the point of non-viability, which concluded
that the Group's viability only comes into question under

an unprecedented MAacrogconomic sCendario.

The Group and Company's principal accounting policies under
IFRS have been consistently applied to all the years presented.

Change in presentation of income statement

In line with our continued repositioning as a speciclist banking
group, the Group has taken the decision in the current year to
change the presentation of our statutory income statement
to align with the wider banking industry. All pericds presented
nave been retrospectively re-presented. This change does
naot constitute ¢ change in accounting policy and there is no
impact on recognition, measurement or profit and 1oss inany
period presented in the financial statements

The impact of new standards not yet effective

and not adopted by the Group from 1 January 2023
There are no new standards not yet effective and not adopted
by the Group from 1 January 2023 which are expected to have
amaternal impact on the Group.

Basis of consolidation

The consclidated income statement, consolidated statement
of comprehensive income, balance sheet, statement of
changes in shareholders’ equity, stutemnent of cash flows
and notes to the financial statements include the financial
staterments of the Company and all of its subsidiary
undertakings drawn up from the date control passes

to the Group untii the date control ceases.

Cantrol is achieved when the Group:
- haosthe power over the investee;

- s exposed, or has rights, to variable returns from
its invelvement with the investee; and

- has the ability to use its power to affect returns.

Allintra-group transactions and balances and unrealised
gains on transactions between Group companies are
eliminated on consolidation.

The accounting policies of subsidiaries are consistent
with the accounting policies of the Group.

interestincome
Interest income is earned from credit cards, personal loans
and vehicle finance products.

Interest is calculated on credit card advances to customers
using the effective interest rate on the daily balance
outstanding.

within vehicle finance and loans, interest income on custamer
receivables is recognised using an effective interest rate

The effective interast rate is calculated using estimated

cash flows Directly attributable incremental issue costs are
also taken into account in calculating the eifective interest
rate. Interest income continues to be accrued on impaired
receivables using the criginal effective interest rate applied

to the loan's carrying value until revenus equal 1o the loan's
original service charge has been fully recognised.

interest income is recognised on the gross receivable when
aceounts arein IFRS 8 stages 1 and 2 and on the net receivable
for accounts in stage 3. Accounts can anly move between
stages for interest income recognition purposes at the Group's
interim or year-end balance sheet date,

Directly attributable ocquisition costs are capitalised as part
of receivables and amortised over the life of the loan as a
deduction to interest income.

Group interest income excludes value added tax and
intra-group transactions,

Company interest income includes intra-group transactions.

Fee and commission income

Fee and commission income is earned from credit cards and
is recognised at the time the charges are made te customers
on the basis that the performance obligation is complete.

Group fee incomae excludes value added tax and intra-group
transactions.

Other income and net fair value gains

Other income and net fair value gains principally comprisas
interest received from Vanguis Bank Limited's liquid assets
buffer, held in the Bank of England central reserve account,
ond net fair value gains recognised in refation to the Groups
derivative financial instruments.

Interest expense

Interest expense principally comprise the interest on retail
deposits, bank and other borrowings, securitisation and,
for the Company, intra-group logn arrangements, and are
recognised on an effective interest rate basis,

Dividend income
Dividend income is recognised in the income statement when
the Company’s right to receive payment is established.
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Goodwill
All acquisitions are accounted for using the purchase method
of accounting.

Goodwill is an intangible asset and is measured as the excess
of the fair value of the consideration over the fair value of the
acquired identifiable assets, liabilities and contingent liabilities
at the date of acquisition. Gams und lusses vn Lthe disposal of
a subsidiary include the carrying ameount of goodwill relating
to the subsidiary sold.

Goadwill is allocated to cash-generating units for the
purposas of impairment testing. The allocation is made to
those cash-genarating units or groups of cash-generating
units which are expected to bensfit from the business
combination in which the goodwill arose.

Goodwill is tested annually for impairment and is carried at
cost less accumulated impairment iosses. Impairment is
tested by comparing the carrying value of the assetto the
discounted expected future cash flows from the relevant
cash-generating unit Expected future cash flows are derived
from the Company’s latest budget projections and the
discount rate is based on the Company’s risk-adjusted cost
of equity at the balance sheet date.

Investments in subsidiaries

The Company’s investments in subsidiaries are stated at cost
less provisions for impairment where required. impairment
provisions reflect the shortfall between the carrying value of
the Investrnent with the higher of: (i} fair value less costs to sell;
and (i) value in use of the subsidiary.

Leases

The Group and Company ds a lessee

The Group and Company assess whether a contract containg
a lease at inception of a contract. A right of use asset and

a corresponding liability are recognised with respect to all
lease arrangements where it is a lessee, except for short-term
leases {leases with a lease term of 12 months or less) and
leases of low-value assets (less than £6,000). For thase leases,
the lease payment is recognised within operating expenses
on a straight-line basis over the lease term.

The lease liability is initially measuraed at the present value of
the lease payments at the commencement dats, discounted
using the rate implicit in the lease. This rate could not be
readily determined; therefore, the incremental! borrowing rate
has been used. This is defined as the rate of interest that the
lessee would have ta pay to borrow, over a similar term and
with similar security, the funds necessary to oblain an asset of
a similar value to the right of use asset in a similar economic
environment. For Vanguis Bank Limited, this would represent
an average retail deposit rate; for all other companies this
would be based on the assessment of their funding rate

at the time.

The lease payments included in the measurement of the
lease liability comprise:

- fixed lease payments;
- variable lease poyments; and

- payment of penalties for terminating the lease, if the
lease term reflects the exarcise of an oplion to terminate
the lease.

The lease liability is subsequently rmeasured by increasing
the carrying arnount to reflect interest on the lease, using
the effective interest rate method, and reducing the carrying
amount to reflect the lease payments made.

Vanquis Banking Group plc Annual Report and Financicl Statements 2022

The lease liability is remeasured whenever:

— the lease term has changed, in which case the lease
lichility is remeasured by discounting the revised lease
payrments using a revised discount rate;

- the lease payments change due to changes in an index
or rate, in which case the leasea linhility is remeasured by
discounting the revised lease payments using the initial
discount rate; and

- the lease contract is modified and the modification is not
accounted for as o separate leass, in which case the lease
liability is rerneasured by discounting the revised lease
payments using a revised discount rate.

The Group or Company did not make any such adjustments
during the year.

The right of use asset comprises the initial measurement
of the corresponding lease liability and is subsequently
medasured at cost less accumulated depreciation and
impairment losses.

Right of use assets are depreciated aver the shorter period
of lease term and useful life of the underlying asset.

The lease liability and right of use osset are presented

as separate line items on the balance sheet. The interest
on the lease and depreciation are charged to the income
statement and presented within interest expense and
operating costs respectively.

The Group and Company ds d lessor

Vehicle finance is considered a lessor for its conditional
sale agreements to customers; however, bolh revenue
and impairment are accounted forunder IFRS 8.

The Group subleases a portion of its office space in London
and accounts for it under finance lease

Other intangible assets

Other intangible assets include acquisition intangibles
in respect of the broker relationships at vehicle finance,
standalone computer software and development costs
of intangible assets aoress the Group.

The fair value of vehicle finance broker relatiornships on
acquisition of the Moneybarn Group was estimated by
digcounting the expected future cash flows from vehicle
finance core broker relationships over their estimated useful
economic life which was deemed to be 10 years. The asset is
being amortised on a straight-line basis over its estimated
useful iife.

Computer software and computer software development
assets represent the costs incurred to acquire or develop
software and bring it into use. Directly attributable costs
incurred in the development of software are capitalised as an
intangible asset if the software will generate future economic
benefits Directly attributable costs include the cost of software
development employees and an appropriate portion of
relevant directly attributable overheads.

Computer software and computer seftware development
costs are amortised on o straight-iine basls over their
estimated useful economic life which is generally estimated
to be between three and 10 years, The residual values

and economic lives of intangible assets are reviewed

by management at ecch balance sheet date.

Other intangible assets are valued ot cost less subsequent
amaortisation and impairment, Amertisation is charged to the
income statement as part of operating costs. An impairment
loss is recognised for the amount by which the asset's carrying
value exceeds the higher of the asset’s value inuse and its fair
value less costs to sell
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Statement of accounting policies continued

Amounts receivabie from customers

Customer receivablas are initially recognised at fair vaiue
which represents the amount advanced to the customer plus
directly ottributoble issue costs less on impairment provision
for expected losses. The receivables are originated under a
business madel that intends to collect the contractual cash
fiows and includes only elements of princinal and intersst,

so are subsequently measured at amaortised Gost less
impairment provisions, The impairment provision recognised
is based on the probability of default (PD) within 12 months,
the loss given default (LGD} and the exposure at default (EAD).

On initicl recognition, all cccounts are recognised
in IFRS 9 stage 1.

The account moves to stage 2 when a significant increase

in credit risk (SICR) becomes svident, such as a missed
payment or a significant increase in PD, but has not defaulted.
In absence of other factors indicating SICR, this will occur

at 30 days past due.

An cccount moves to stage 3 and is deemed (o have
defauited at 80 days past dusg, when a payment arrangement
is initiated, or when other unlikeliness to pay factors arise

{like customer bankruptcy proceedings).

Credit cards and personal loans

On inception an expected loss impairment provision is
recognised using PD/LGD/EAD maodels which forecast
customer behaviour to calculate [osses.

For credit catds, the PD is determined by utilising a customer’s
behavioural score used for underwriting the credit card. The
LGD discounts the exposure at default (EAD] which adjusts the
current card balance for future expected spend and interest.
It does not include any future credit fine increases.

For personal loans, the EAD follows the amortisation schedules
of the loan and is adjusted for expecied missed poyments at
point of defoult.

Following an SICR, evident fram a missed monthly payment
or a significant increase in PD, lifetime losses are recognised

A customer is deemad to have defaulted when they become
three minimum monthly payments in arrears or they enter a
temporary payment arrangernent. A custormer is writien off
in the fellowing cycle after becoming six minimum monthly
payrnents in arrears

Vehicle finance

Losses are recognised on inception of g lean based on the
probability of a custorner defaulting within 12 months. This
is determined with reference to historical customer data
and outcomes
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an accodnt moves from stage tta stage 2 when there
has been a SICR or when the customer is aszessed as
vuinerable. Lifetime losses are recognised for all accounts
in stagas 2 and 3.

A customer is deemed to have defaulted when they become
three monthly payments in arrears or enter into a forbearance
arrangement. Customer agreements which have been
terminated, either voluntarily, by the customer settling their
agreement early, or through the agreement being default
terminated, are also included within stage 3. Cure from stags
3 is limited to some default reasons and for contracts not
already terminated.

A customer's debtis written off when it is sold to debt
collection agencies

cCch |
Following the wind-down of CCD and the decision to stop
coliections, all customers’ debt was written off in 2021

Customers under forbearance

Customers are moved to IFRS 9 stage 3 and lifetime losses
are recognised for all divisions where forbearance is provided
to the customer or alterndative payment arrangements

are established. Custorners under temporary payment
arrangements are separately identified according to the type
of arrangement. The carrying value of receivables under each
type of payment arrangemaent is calculated using historical
cash flows under that payment arrangement, discounted

at the original effective interest rate.

Macroeconomic scenarios

Macroeconomic provisions are part of the core model and are
recognised to reflect the expected impact of future economic
events on g customer's abllity to make payments on thair
agreerments and the losses which are expected to be incurred
given default,

The provisions consider the relationship between hazard

rate, the number of people who were employed last month '
but who are unemployed the following month (derived from

unemployment), debt to income ratio and default rates.

Property, plant and equipment

Property, plant and eguipment is shown at cost less

accumulated depreciation and impairment, except for land,

which is shown at cost less impoirment. i

Cost represents invoiced cost plus any other costs that are
directly attributable to the acquisition of the items. Repairs
and maintenance costs are expensed as incurred

Depreciation is calculated to write down assets to their
estirnoted realisoble volues over their useful economic lives.

The fellowing principal bases are used'

s tothoo
Land Nil -
Leasehold improvements Over the straight ne

lgase period

Equipment (including

straight line

1010 331/3
computer hardware)
Motor vehicles 25 Reducing balance
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Property, plant and equipment continued

The residual values and useful economic lives of all assets are
reviewed, and adjusted if apgropriate, at each balance sheet
date. All iterms of property, plant and equipment, other than
land, are tested for impairment whenever events or changes
in circumstances indicate that the carrying value may not

be recoverable. Land is subject to an annual impairment test.
Anmpairment loss 1s recognised for the amount by which the
assel’s carrying value exceeds the higher of the asset’s value
inuse and its fair value less costs to sell. Gains and losses on
disposal of property, plant and egquipment are determined

by comparing any proceeds with the carrying value of the
asset and are recognised within operating costs in the
income statement.

Depreciation is charged to the income statement as part
of operating costs.

Investments

investments held at fair value through profit and loss
Visa Inc shares are measured at fair value in the balance
sheet as a reliable estimate of the fair value can be
determined. Valuation adjustments arising as o result of
routine mark-to-market revaluation are recegnised in the
income statement against operating costs.

Fair value changes including any impairment Iosses and
foreign exchange gains or losses are recognised within
operating costs in the income statement. The fair value
of monetary assets denominated in foreign currency is
determined through transiation at the spot rate at the
balance sheet date.

Dividends on equity instruments arg recognised in the
income statement when the Group's right to receive the
dividends is established.

Derivative financial instruments

and hedge accounting

As permitted by IFRS 9, the Group continues to apply the
requirements of IAS 39 to its hedding relationships.

Derivatives are recognised at fair value with changes
recognised in the income stotement. Hedge accounting
allows the derivative to be designated as a hedge of
another financial instrument. At the inception of the hedge
relationship, formal documentation is drawn up specitying
the hedging strategy, the hedged item, the hedging
instrurment and the methodolagy that will be used to msasure
the effectiveness of the hedge relationship in offsetting
changes in the fair value or cash flow of the hedged risk.

The effectiveness of the hedging relationship is tested both
atinception and throughout its life and if at any point it is
concluded that it is no lenger highly effective in achieving its
documented objective, hedge accounting is discontinued.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in
hand which includes amounts invested in the Bank of England
reserve account held in accordance with the Prudential
Regulation Authority's (PRA'S) liquidity regime. Gash held as
part of securitisations is not immediately available due to the
terms of the arrangements. Bank overdrafts are presented

in barrowings to the extent that there is no right of offset with
cash balonces.

Intercompany

Expected credit losses on Company intercompany balances
are assessed at each balonce sheet date. The PDs and LGDs
are determined for each loan based on the subsidiary's
available funding and cash flow forecasts.

Borrowings

Borrowings are recognised initially at fair value, being issue
proceeds less any ransaction costs incurred. Borrowings

are subsequently stated at amortised cost, any difference
between proceeds less transaction costs and the redemption
value is recagnised in the income statement over the
expected life of the borrowings using the effective interest rate.

Dividends paid

Dividend distributions to the Company's shareholders are
recognised in the Group and the Company’s financial
statements as follows:

- final dividend. when approved by the Company's
shareholders ot the AGM; and

- interim dividend: when paid by the Company.

Retirement benefits

Defined benefit pension schemes

the charge In the income statement in respect of defined
benefit pension schemes comprises the actuarially assessed
current service cost of working employees up to when the
scheme was closed, together with the interest on pension
liabilities offset by the interest on pension scheme assets.

All charges are recognised within operating costs in the
income statement.

The retirernent benefit asset recognised in the balance sheet
in respect of defined benefit pension schemes is the fair value
of the schemeas’ assets less the present value of the defined
benefit obligation at the balance sheet date. A retirement
benefit asset is recognised to the extent that the Group and
Company have an unconditional right to a refund of the asset
or if it will be recovered in future years as a result of reduced
contributions to the pension schame.

The defined benefit obligation is calculated annually by
independent actuories using the projected unit credit
method. The present value of tha defined benefit abligation is
determined by discounting the estimated future cash outflows
using interest rates of high-quality corperate bonds that have
terms to maturity approximating to the terms of the related
pension liability.

Actuarial gains and lesses arising frem experience
adjustments and chonges in octuarial assumptions
are recognised immediately in the statement of
comprehensive income.

Past service costs are recognised immediately in the
income statement.

Defined contribution pension schemes
Contributions to defined contribution pension schermes are
charged to the income statement on an accruals basis.

Share capital

ordinary shares are classified as equity Incrernental costs
directly attributable to the issue of new shares are shown
in equity as a deduction, net of tax, from the proceeds.
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Statement of accounting policies continued

Merger reserve

The rights issue completed in 2018 was transacted through
a’cash box structure. The proceeds would ordinarlly be
recognised as share capital and share premium. However, as
the proceeds were generated through @ cash box structure,
the proceeds are held as share capital and a merger reserve.

The share capital generated is in line with the 20 8/11p par
value af the shares with the additional amounts cradited to
the merger reserve. All fees were recognised on an accruals
basis and deducted from the merger reserve with the net
credit being deemed distributable, subject to the capital
injected into Vanquis Bank limited. Following the transfer of
Yvanquis Bank Limited to Provident Financial Holdings Limited
in December 2020 ths full merger reserve of £278.2m s now
considered distributable.

Share-based payments

Equity-settled schemes

The Company grants sptions under employee savings-related
share aption schames (typically raterred to as Save As Yau
Earn schemes (SAYE)) and makes awards under the Deferred
Bonus Plan {DBF), the Long Term Incentive Scheme (L1IS), the
Restricted Share Plan (RSP) and the Company Share Option
Plan {C50P). All of these schernes are equity settled.

The cost of providing options and awards to Group and
Company employees is charged to the income statement of
the entity over the vesting period of the related options and
awards. The corresponding credit is made to a share-based
payment reserve within equity. The grant by the Company
of options and awards over its equity instruments to the
employees of subsidiary undertakings is treated as an
investment in the Company’s financial statemenits. The fair
value of employee services received, measured by reference
o the fair value at the date of grant, is recognised over the
vesling period as an increase in investments in subsidiary
undartaxings, with a corresponding adjustment to the
share-based payment regerve within eguity.

The cost of options and awards is based on their fair value.

A binomial model is used for calculating the fair value of SAYE
options which have no performance conditions attached
and the RSP for which vesting is based on the discretion of the
Remuneration Committes. NG charge has been recognised
for the CSOP asitis linked to the RSP awards granted at the
same time. Any gains made by an employee in relation to the
CSOP reduces the number of shares exercisable under the
RSP award,

The value of the charge is odjusted ot each balance sheet
date to reflect lapses and expected or actual levels of
vesting, with a corresponding adjustment to the share-based
payment reserve,

For LTIS schemes, performance conditions are based on EPS,
total sharehoider return (TSR) versus @ peer group and risk
matrics. Employees of credit cards, personal loans, vehicie
finance and CCD also have targets relating to profit before tax
of their division. The fair valus of awards s determined using

a combination of the binomial and Monte Carle option pricing
madels The value of the charge is adjusted at each balance
sheet date 1o reflect lapses and expected or actual levels of
vesting Where the Monte Carlo aption pricing model is used
o determine fair value of the TSR component, no adjustment
it made to reflect expected ar actuatlevels of vesting as the
probability of the awards vesting is taken into account in the
initial calculation of the fair volue of the owards
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Cancellations by employees of contributions to the Group's
SAYE plans are treated as non-vesting conditions and the
Group recognises, in the year of canceilation, the amount
of the expense that would have otherwise been recognised
over the remainder of the vesting pericd.

wodifications are assessed at the date of modification
and any incremental charges are recognised inthe
income statement.

A transfer is made from the share-bosed payment reserve
to retained earnings when options and awards vest, lapse

or are cancelled. in respect of the SAYE options, the proceeds
received, net of any directly gttributable transaction costs,
are credited to share capital and share premium when the
options are exercised,

Taxation
The tax charge represents the sum of current and deferred tax.

Current tax

Current tax is coloulated bosed on taxable profit for the year
using tax rates that have been enacted or substantively
enacted by the balance sheet date. Taxable profit differs from
profit before toxation as reported in the income statement
becouse it excludes items of income or expense thot are
taxable or deductible in other years and it further excludes
itemns that ars never taxable or deductible.

Deferred tax

Deferred tax is the tax expected to be payable or recoverable
an differences between the carrying amounts of assets and
fiabilities in the financial statements and the corresponding
tax bases used in the computation of taxable profit, and is
accounted for using the balance shest liabiiity method.

Deferred taxis determined using tax rates (and laws) that
have been enacted or substantively enacted by the balance
sheet date and are expected to apply whan the related
deferred tax asset is realised or the deferred tax liability is
settied. Deferred tax is also provided an temporary differences
arising on investments in subsidiaries, except whera the timing
of the reversal of the temporary difference is contralled by the
Company and itis probable that the tamporary difference will
not reverse in ths future.

Deferred tax assets are recognised to the extent that itis
probable that future taxoble profits will be available against
which the temporary differences can be utilised.

Deferred tax assets and liabilities are offset when thereis o
legally enforceable right to offset current tax assets against
current tax llabilities and when the deferred tax assets and
lighilities relate to income iaxes levied by the same taxation
authority on either the taxable entity or different taxable
entities where there is an intention to settle the balances
on a net basis.

Provisions

Provisions are recognised when the Group has a present
obligation (Iegoh or constructive) as a result of a past event,
it is probable that the Group will be required to settle that
obligation and a reliable estimate can be made of the
amount of the obligation.

The amount recognised as a provision is the best estimate

of the consideration required Lo settle the present obligotion
at the balonce sheet date, taking into account the risks and
uncertainties surrounding the obligation. Where a provision is
measured using the cash flows estimated to settle the present
obligation, its carrying amount is the present value of thase cash
flows (when the effect of the time value of money is material).

Vanquis Banking Group ple Annual Report ohd Financial Statements 2022



Contingent liabilities

Contingent liabilities are possible obligations ansing from

past events, whose existence will be confirmed only by
uncertain future events, or presant obligations arising from
past events that are not recognised because either an cutflow
of economic bensfils is not probable or the amount of the
nhligntinn cannnt ha raliobly moagurod. Contingont liahilitiea
are not recognised in the balance sheet but information
about them is disclosed unless the possibility of any economic
outflow in relation to settlement is remote.

Exceptional items

Exceptional iterms are items which the directors consider
should be disclosed separately to enable a full understanding
of the Group's results An exceptional item needs to meet at
ledst two of the following criteria:

~ the financial impactis material;
- itis cne-off and not expected to recur; and
- itis outside the normal course of business.

Examples include, but are not limited to, costs arising from
redundancy, acquisition or restructuring activities. The
Audit Committee and Board may also apply judgemesnt
to determine whether an item should be classified as an
exceptional tem and be an allowabkle adjustment to o
statutory measure.

Critical accounting judgements and key sources

of estimation uncertainty

In applying the ccceounting policies set out obove, the Group
and Company make jJudgements (other than those involving
estimates) that have a significant impact on the amounts
recegnised and to make estimates and assumptions that
affect the reported amounts of assets and liabilities. The
estimates and judgements are based on historical experience,
actual results may differ from these estimates.

In preparing the financial staterments the Group and
Company has considered the impact of the quantitative
scenario analysis, using the Representative Concentration
Pathways (RCPs) which are adopted by the Intergovernmental
Panel on Climate Change (IPCC), and climate-related risks on
financial performance sst out on pages 40 te 49 Whilst the
effects of climate change represent a source of uncertainty,
there has not been a material impact en any financial
judgements and estimates due to the physical and transition
climate-related risks in the short to medium term

Amounts receivable freom customers (note 13)

Group: £1,896.1m (2021: £1,677.7m}

Critical accounting judgements

The Group reviews amounts receivable from customers for
impairment at each bolance sheet date For the purposes
of assessing the impairment, customers are catagorised
inte IFRS @ stages and cohorts which are considered to be
the most reliable indication of future payment performance
The determination of expected credit losses involves complex
modelling techniques and requires management to apply
significant judgements to calculate expected credit losses.
The most critical judgements are outlined below,

The determination of the significant increase in credit risk
(SICR) thresholds to be used in the models for credit card,
vehicle finance and personal loans require management
judgement to optimise the perforrmance and therefore
effectiveness of the staging methodology. Assessments dre
made to determine whether there is objective evidence of
a SICR which indicates whether there has been an adverse
effect on Probability of Default (PD). A SICR for custormers is
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when thare has been a significant increase in behavioural
score or when ane contractual monthly payment has been
missed. During the year, the Group refreshed SICR threshold
parameters in the credit cards provisioning model to better
reflect the evolving receivables mix following a refocus onto
lower risk market segments; this led to a release of ¢.£50m.

For the purpose of {FRS 9, default is assumed when three
contractual repayments have been missed.

The Group's impairment models are subject to periodic
monitoring, independant validation and back testing performed
on model components (where appropriate), including probability
of default, exposure at default and loss given default to ensure
management judgements remain appropriate.

Limitations in the Group’s impairment models or data inputs
may be identified through the ongoing assessment and
vatidation of the output of the models. In thaese circumstances,
management makes appropriate adjustments to the Group's
allowance for impairment losses to ensure that the overall
provision cdequataly reflects all material credit risks. These
adjustments are determined by considering the particular
attributes of exposures which have not been adequately
captured by the impairment models and range from changes
te model inputs and pararmeters, at account level, through

te more gualitative pest-model overlays. Those changes
applied to model inputs and parameters are deemed to be
in-model overlays; more qualitative changes that have a
higher degree of management judgemeant are deemed to be
post-moedsl overlays. All adjustments are reviewed quarterly
and are subject to internal review and challenge to ensure
that amounts are appropriately calculated.

During the Covid-19 period, an economic environment which
giffered significantly from the historical economic conditions
upon which the impairment madels had been built, there was
agreater need for management judgement te be applied in
determining appropriate post-model adjustmeants. The Group has
subsequently released all Covid-19 related post-model overiays.

Management has placed a significant focus on the cost of
living crisis and post-model overlays are recognised across
all products However, credit performance across the Group
remains stable and internal analysis shows no obvious signs
of stress from the cost of living crisis ot this stage. The Group's
custorners are mere agile in managing their finances during
times of afferaability constraints. A significant proportion of
the Groups customers are also sxpected to benefit from wage
increases during 2023 which will halp alleviate financial stress.

Management judgement has been used to determine
appropriate amounts to be held as cost of living post-model
overlays taking into acceunt the total level of provisioning held
across the portfolio including the macroeconaemic provision.
Scenario medelling techniques have been used to support
the omount of pest-medel overlays recognised for a potentict
cost of living impact.

A breakdown of the in-rmodel and post-rmodel overiays
is included within note 13

Macroeconomic impairment pravision adjustments are
recognised in the core model to reflect anincreased PD,
based on future macroeconomic scenarios.

These provisions reflect the potential for future changes

in hazard rate, the number of people who were employed
last rmonth but who are unemployed the following month
(derived from unemployment), and debt to income ratio.

The provision reflscts the potential for future changes under
a range of forecasts, as analysis has clearly evidenced
correlation between hazard rates, debt to income ratios
and credit losses incurred.
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Statement of accounting policies continued

Critical accounting judgements and key sources
of estimation uncertainty continued

Ameounts receivable from customers (note 13)

Group: £1,896.1m (2021: £1,677.7m) continued

Critical accounting judgements continued

Monagement judgement waos required Lo determineg the
appropriate macroeconemic indicators to be usedin the
model by assessing their correlation with credit losses
incurred by the business Unemployment is judged t¢ be a key
macroeconomic indicatar as analysis has clearly evidenced
correlation between changes in unemployment and credit
losses incurred by the business. This will continue to be
analysed to assess if there are any additional macroeconomic
indicators which aiso carrelate to credit [Osses.

Key sources of estimation uncertainty

The leve! of impairment recognised is calculated using
miadels which utilise histarical payment performance to
generate the estimated amount and timing of future cash
flows from each cohort of customers in each arrsars stage.
The madels are regularly monitored to ensdre they retain
sufficient accuracy. Sensitivity analysis has been performed
in note '3 which shows the impact of a 1% movement of gross
exposure into stage 2 from stage 1 on the allowance accounts.

The unemploymaent data used in the Mmacrosconomic
provisions has been compiled from o consensus of sources
including the Bank of England, HM Treasury, the Office for
Budget Responsibility (OBR), Bloomberg and a number of
prime banks. These estimates are used to derive base case,
upside, downside and severe scenarios.

The table below shows the scenario five-year peak and
gverage unemployment assumptions adopted and the
weightings applied to each. The weightings have remained
consistéent with prior year

Scerario for year

endod 2022 Base  Upside Downside ~— Severe
Weighting 50% 10% 35% 5%
2023 4.1% 3.4% 4.2% 4.6%
2024 A4.7% 3.6% 58% 7.4%
2025 4.8% 4.3% 6.3% 8.2%
2028 4.8% 4.5% 5.5% 6.8%
2027 4.8% 4.5% 5.1% 6.0%
Five-year peak 4.8% 4.5% 6.5% B8.6%

Scenano for yaar

ended 202: ‘Base Upside  Downsido Severc
Weighting 50% 10% 35% 5%
2022 A4.6% 4.2%, 54% 6.3%
2023 43% 3.9% 5.4% 8.5%
2024 43% 4% 5.9% 75%
202% 4.3% 4% 5.3% 6.2%
2028 43% Al% 49% 5.4%
Five-year peak 4.8% 47% 655% 86%

Weightings applied to the macroeconomic assumptions
were reviewed and reconfirmed at the December 2022
Assumptions Committee meeting and remain unchanged
from December 202}

Sensitivity analysis has been performed on the weightings
which show that changing the weightings for vehicle finance
and personal loans would not have a material impact on the
allowance account.

For credit cards, increasing the downside weighting by

5%, from 35% 10 40%, and a corresponding reduction in the
base case would increase the allowance accaunt by £4.1m.
Increasing the upside weighting by 5%, fram 10% 10 15%,

and a corresponding reduction in the base case would
decrease the allowance account by £0.3m.

The impact on the 2022 allowance for credit cards, if
each of the macroeconomic scenarios were applied at
100% weighting, rather than the weightings set out above,
is shown below:

Basc Upside  Downside Sevore
o o £ £m £m _Em
Cregit cards (08) (5.0) 18 55

Whilst the forward-looking nature of IFRS 9 requires provisions
1o be established for all losses arising, the level of uncertainty
may mean that the Group’s provision levels may change in
future periods.

Retirement benefit asset (note 21)
Group and Company: £30.7m (2021 £12.2m}
Key sources of estimation uncertainty:

- The valuation of the retirement benefit assetis dependent
upen a series of assumptions, the key assumptions being
mortality rates and the discount rate applied to liabilities.
The most significant assumption which could lead to
material adjustment is a change in discount rates

- Discount rates are based on the market yields of
high-quality corporate bonds which have terms closely
linked with the estimated term of the retirement benefit
obligation. Mortality estimates are based on standard
mortality tables, adjusted where appropriate to reflect
the Group's own expected experience.

Sensitivity analysis of the Group's main assumpticns is set out
in note 21.
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Financial and capital risk management

Financial risk management

The Group's activities expose it to a variety of financial risks,
which can be categorised as credit risk, liguidity risk and
market risk. The objective of the Groups Risk Management
Framework is to identify and assess the risks facing the
Group and to minimise the potential adverse effects of these
risks on the Group’s financial poerformance, Financial rink
management is overseen by the Risk Committee.

Further details of the Group’s Risk Management Framework
are described on pages 54 to 65.

{a) credit risk

Credit risk is the risk that the Group will suffer loss in the event
of a default by a customer, @ bank counterparty or the UK
Governmeant. A default occurs when the custaomer or bank fails
to honour repayrments as they fall due.

(i) Amounts receivable from customers

The Group's maximum exposure to credit risk on amounts
receivable from custorners as at 31 December 2022 is the
carrying value of amounts receivable from customers of
£1,896 1m (2021 £1,677.7m).

The Risk Committee s responsible for setting the credit policy.

The CRO is responsible for ensuring that the approach to
lending is within sound risk and financial parameters and that
key metrics are reviewed to ensure compliance with policy.
The CRO discharges and informs this decision making through
the Credit Committee.

The Group Credit Committee meets at least 10 times a year.

A customer's risk profile and credit line are evaluated

at the point of application and, for revalving fimits, at

varieus times during the agreement. Internally generated
scorecards based on historical payment patterns and

other behavioural characteristics of customers are used to
assess the applicant’s potential default risk and their ability
to manage a specific credit line, For new customers, the
scorecards incorporate data from the applicant and sourced
from external credit bureaux. Certain policy rules including
customer profile, proposed oan size and vehicle type (where
applicable) are also assessed in the decisioning process,

as well as affordability checks to ensure that, at the time of
application, the loan repayments are affordable. For existing
customer lending, the scorecards alse incorporate data

on actual payment performance and product utilisation,
together with data sourced from an external credit bureau
each month to refresh customers’ payment performance
position with other lenders. Credit lines can go up as well as
down according to risk assessment.

Arrears management is conducted by way of a combination
of letters, inbound and outbound telephony, SMS, email and
outsourced debt collection agency activities. Contact is made
with the custarer to discuss the reasens for non-payment and
specific strategies are employed to support the customer in
returning to a good standing and retaining use of the vehicle
These include appropriate forbearance arangements,

or where the contract has become unsustainable for the
customer, then an appropriate exit strategy is implemented.

(i) Bank and government counterparties

The Group’s maximum exposure to credit risk on bank
and government counterparties as at 31 December 2022
was £508.6m (2021 £724 2m).

Counterparty credit risk arises as aresult of cash deposits
and collateral placed with banks and central governments
and derivative contracts that are currently assets,
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Counterparty credit risk is managed by the Group’s Assets
and Lighilities Committee (ALCO) and is gaverned by a
Board-approved Counterparty Policy which ensures that the
Group's cash deposits and derivative financial instruments dre
only made with high-quality counterparties with the level
of permitted exposure to a counterparty firmly linked to the
strongth of itg crodit rating. In addirian, there i3 nomcsdimomm
exposure limit for all institutions, regardless of credit rating.
This is Iinked to the Group's regulatory capital base inline
with the Group's regulatory reporting requirements on large
exposures to the PRA,

(b} Liquidity risk

Liuidity risk is the risk that the Group (including Vanguis Bank
Limited {(Venguis Bank} and the Non-Bank entities (Non-Bank
Group)] will have insufficient liquid resources available to fulfil
its operational plans and to mest its financial obligations as
they fall due.

Liquidity risk is managed on a day-to-day basis by the Treasury
function, under the supervision of ALCO and in accordance
with a Board-approved Group Funding and Liquidity Policy,
which is designed to ensure thot the Group is able to continue
to fund the growth of the business. The overall responsibility for
the management of liguidity risk rests with ALCO, which makes
recommendations for the Group’s liguidity policy for Board
approval, ALCO monitors liquidity risk metrics within limits set
by the Beard, including meeting regulatory requiremaents.

As an authorised deposit taker, the liquidity position of Yanquis
Bank Limited, the Group's banking subsidiary, is alsc managed
on a standalone basis. vanguis Bank is a PRA-regulated
institution and is primarily funded via retail deposits. It is required
to maintain a liquid assets butfer to meet daily stress tests which
are designed to determing its liguidity adequacy requirements
to fulfilits operational plans and meet its financial obligations

as they fall due, even in stressed canditions. It also maintaing

an operationa! buffer over such requirements in fine with its risk
appetite. The amount of liguidity held by Vanguis Bank Limited is
calculated based on the Internal Liquidity Adeguacy Assessment
Process (Il AAP) undertaken by the Group and Vanguis Barnk.

The ILAAP determines the liguid resources that must be
maintained by Vanquis Bank Limited to meet the Overall
tiquidity Adequacy Rule (OLAR) and to ensure that it can
meet its liabilities as they fall due. It1s based on an analysis

of its business as usucl forecast cash requirements but also
considers their predicted behaviour in stressed conditicns. In
recagnition of the waiver received in November 2022, allowing
vanguis Bank Lirmited to fund the vehicle finance business,
the ILAAP also includes an assessment of the liquidity needs

of the wider Non-Bank Graup.
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Financial and capital risk management continued

Financial risk management continued

(b} Liquidity risk continusd

As at 31 December 2022, the liquid assets buffer, including
other liguid resources and the operational buffer, held by
vanguis Bank, in cash and cash equivalents amounted

to £420 bm (2021 £414.8m), including £90m of intra-group
funds placed on demand depeosit with vanquis Bank by the
Non-Bank Group (2021 £nil). The Nen-Bank Group also has
access to headroom on its committed borrowing facilities,
which is primarily intended to support growth of the vehicle
finance business. As at 31 December 2022, the Group's
committed borrowing facilities including retail deposits had
a weighted average period to maturity of 2.0 years (2021
25 yeors) and the headroom on its committed facilities
amounted to £50.0m {2021 £10.0m).

Both the Group and Vanquis Bank are required to manitor

and report the liquidity coverage ratio (LCR) to the PRA on a
consolidated and sclo basis respectively. The LCR requires
institutions to match net liquidity outflows during a 36 day
period with a buffer of "high-quality’ liquid assets, to a minimum
of 100%. The Group's LCR at 31 December 2022 amounted to 1139%
(2021 2,073%) and Vanquis Bank's LCR was 348% (2021: 587%).

Historicaliy, the Non-Bank Group’s funding strategy was to
maintain sufficient available funds and committed facilities to
pre-fund its liquidity and funding requirements for at leust the

Financial liabilities

next 12 months. On 1 November 2022, Vvanquis Bank received
notice from the PRA that it has approved its application for o
Caore UK Group large exposure waiver which enables vanquis
Bank to use its retail deposit funding to lend to its sister
subsidiary, Moneybarn Nol Limited, the Group’s vehicle finance
subsidiary, with immediate effect This enables the transition
to a traditional bank funding model in which the Group
maintains access to diversified scurces of funding comprising:
(i} retail deposits; (i) securitisation of the cards and vehicle
finance books; (i) liquidity and funding facilities at the Bank

of England; and (iv) access to wholesale markst funding and
debt capital via its EMTN programme. The Group will continue
to explore further funding options as appropriate including,
but not limited to, further diversifying the retail deposit funding
mix through moere cost-effective behaviouralised deposits

and 1SAs, and further securitisation issuance in the private

or public markets.

The Group continues to adopt a prudent approach to
managing its funding and liquidity resources within risk
appetite, and will optimise thess resources when new
opportunilies become available to the Group. A maturity
analysis of the undiscounted contractual cash flows of the
Group's bank and other borrowings is shown on page 166.

This reflects both the interest payable and the repayment
of the borrowing on maturity.

Repayable Over

ondemand <lyeor 1-2Zyears 2-5Syears years Total
2022 - Group _ - - fm _ _fm £fm_ £m Em__ Em
Retail deposits — 502.3 3225 214.7 - 1139.5
Bank and other borrowings:
- bank facilities 1.0 - - — - 1.0
- senior public bonds - 107.7 - — - 107.7
- securitisation - 122.5 178.4 - - 300.9
- retagil bonds - 63.1 - - — 63.1
- Tier 2 capital - 17.8 17.8 53.3 288.8 377.7
~ TFSME - 1.3 1.3 175.3 - 177.9
Total borrowings 1.0 N4.7 520.0 443.3 288.8 2,167.8
Trade and other payables - 62.8 - - - 62.8
Legse liabilities - m 10.2 18.5 14.2 54.0
Derivative financial instruments — 9.1 6.1 12 - 16.4
Total 1.0 997.7 536.3 463.0 303.0 2,300.0

Repayable Over &

on demand <lyear i-Zyears  2-5Byears Yyoars Total
2@ - Group o - - o . Em gm  &m  £m £m ~ Em
Retall deposits - 4091 3614 2727 - 10432
Bank and other borrowings:
— bark facilities 36 300 - — — 338
- senior public bonds - 83 107.7 - - 115.0
- securitisation - 79 14.9 1/4.0 — 2988
- retail bonds - 31 531 - — 552
- Tier 2 capital - 178 17.8 53.3 308.5 395.4
— TFSME - 13 13 786 1782
Total borrowings 38 4775 £56.2 B576.6 3085 2,130.4
Trade and other payables - g9%6 - - — jelshs)
Lease liabilities — 106 105 26.0 188 659
Total 35 5837 676.7 7025 3263 2,2919

The unutilisad credit card commitments are included in note 13.
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Financial risk management continued

(b} Liquidity risk continued
Financial liabilities continued

Repayable Over 5

ondemand Adyear 1-2years 2-Byears years Total
2022~ Compeny __. Em £m _Em  fm £m Em
Bonk and other borrowings:
— bank facilities - - - - - -
- senicr public bonds - 107.7 - - - 107.7
- retail bonds - 631 — - - 631
- Tier 2 capital - 7.8 17.8 53.3 288.8 377.7
Totat borrowings - 188.6 17.8 53.3 288.8 548.5
Trade and other payables - 304.3 - - - 304.3
Lease liabilities - 4.4 3.6 5.1 5.7 18.8
Derivative financial instruments - 9.1 6.1 1.2 - 16.4
Total - 506.4 275 59.6 294.5 888.0

Repuyable Qver &

ondemand <} year 1-2years  2-byocars years Total
2021 - Company o ) - _Em fro  £m £m £m £m
Bank and other borrowings:
- bank facilities - 30.0 - - - 30.0
- senior public bonds - 83 1077 — - 8.0
- retail bonds — 31 631 — - 68.2
= Tier 2 capital = 178 17.8 533 3065 3954
Totad borrowings — 09.2 1386 533 3065 607.6
Trade and other payables - 386.7 - - - 3867
Lease liabilities - 3.6 36 8.0 6.5 217
Total — 4485 192.2 61.3 3130 1.018.0
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Financial and capital risk management continuad

Financial risk management continued

(c) Market risk

Market risk is the risk that a financial instrument s fair value

or future cash flows will fluctuate because of changes in
market prices. The Group's exposure to market risk is primarily
through interest rote risk. These exposures arise solely through
the Group's duration mismatches between its lending and
funding activities ~ the Group's and Bank's corporate policies
do not permit it to undertake position taking or to run o trading
book of this type, and therefore it does not do s¢.

Interest rate risk

Interest rate risk 1s the current or prospeclive risk to capital

or earnings arising from adverse movements in interest

rates, The Group’s exposure to this risk is a consequence of

its lending, deposit taking ana other berrowing activities, as
some of its financiol assets and liabilities bear interest at rates
that are linked to an underlying index, such as SONIA or Bank
base rate. In contrast, others banking products are fixed, either
for aterm or their whole lives, refarred to as interest rate risk in
the banking baok (IRRBB}.

The principal market-set interest rate used by the Group’s
and Bank's lenders is the sterling Overnight Index Average
(SOMIA). The SONIA index tracks the sterling overnight indexed
swaps for unsecured transactions in the market, SONIA is the
risk-free borrowing rate which is used to set rates for certain
borrowings and swaps.

The Group’s Risk Management Framewark for IRRBB continues
to evolve iniine with updates in regulatory guidance on methods
expectad to be used by banks to measure, manage, monitor
and control such risks, The Group and Bank will continue to
develop the interest rate risk framewaork to ensure ongoing
compliance with the PRA rulebook

The Group and Bank manage their IRRBB risk through
Board-approved risk appetite limits and policies. The Group
seeks to minimise the net exposure to changss in interest rates
and takes a prudent approach to its risk management. This is
achieved through a combination of (i) matching the structure
of assets ond liabilities naturally where possible; (i) issuing
fixed-rate debt; and {ji)) using derivative financicl instruments
such as interest rate swaps.

Day-to-day management of interest rate risk is the
responsibility of the Group's Treasury function, with control and
oversight provided by the Asset Liability Committee (ALCO).

The Group has adepted the standard methodology
measurement of interest rate risk. The Group measures and
maonitors the following market risk drivers under the IRRBB
framework through which risk exposure may arise:

=~ repricing, directional and yield curve risk — the risk of 1oss
frorm a mismatch between the Group and Bank's assais
and liabilities and rmovements in the overcll direction of
interest rates and relative moverment in rate at different
motyrities on the yield curve;

— basisrisk — the risk of loss because of the balance sheeat
being adversely affected by movements in different
index rates,

- prepaymentrisk - the risk that an asset or liability
repays quicker or slower than originally anticipated
resulting in a mismatch between product and the natural
offset or hedge;

- mark-to-market risk - the risk of volatility in the P&L arising
from derivatives which are not in o hedge accounting
relationship being mark Lo market through the P&L, and

— credit spread risk - the risk of loss because of a dislocation
in rates between liquidity {(within the HQLA) and swaps

The Group measures these risks through a combination of
economic value and earnings-based megsures:

- economic value (EV) - a range of paralle! and non-paraliel
interest rote stresses are applied to assess the change in
market value from dssets, liakifities and off-balance sheet
itemns repricing at different times; and

- netinterest income (N1} - impact on earnings from a
range of interest rate siresses

Exposures to structured entities

AL 31 December 2022, the Group has in issue two securitisations
to diversify its sources of funding. As at the end of 2022, the
Group has securitised £885 8m of receivables (2021: £870.5m),
in exchange for receiving £275.0m of funding from external
sources, and a further £174.0m of funding has been obtained
by using retained notes as collateral in the Bank of England’s
Term Funding Scheme with additional incentives for Small and
Medium-sized Cnterprises (TFSME).

The Group holds an exposure to the performance of these
vehicles in the form of retained notes and has a contractual
right to the variable returns of the vehicles. This risk is limited
to the performance of the underlying assets, which have not
been derecognised in the financial statements. The Group
has no exposure to other contractual risks associated with
the vehicles; no additional credit enhancements have been
provided beyond the exposure creatad by the retoined notes

- 2022 2021
Receivables Notesin  Receivables Notes in
secured issue securcd issue

vemicle Em Em Em_ Em
Cban-Cards
2021-1 Holdings
Limited 520.2 453.1 5185 4531
Moneybarm
Financing Limited 365.6 368.6 357.0 2750
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Capital risk management

To support the delivery of the Group's Purpose, the Group
coperates afinancial model that is founded on investing in
custormer-centric businesses otfering attractive returns which
aligns an appropriate capital structure focused on optimising
shareholder value, in a sofe and sustainable manner. The
Capital Principat Risk Policy of the Group helps 1o enstre
capital resources are sufficient to support planned levels

of growth.

The Group has in place a Capital Principal Risk Policy, which
sets out the framewerk in which the Group aims te maintain g
secure funding ond capital structure and establishes defined
capital risk appetite Adhsrence to the policy ensures that

the Group maintains minimum capital levels and that the
capital held at business division levels is adeguate to support
the business’ underlying requirements and is sufficient to
support growth in that business. Internal capital is allocated
to business lines and risk categories, calibrated to maximise
return on equity while remaining within the risk appetite. The
distribution of dividends is aligned with the Group's growth
targets, whilst continuing to meet the required capital levels
in fine with regulatory requirements and internal risk appetite.

The Group is subject to supervision by the PRA on a
consolidated basis, as a group containing an authorised
bank. For regulatory purposes the Company is designated as
o CRR consolidation entity, as defined by the PRA rulebook. As
part of this supervision, the regulator will issue o total capital
requirement (TCR) setting the amount of regulatory capital
which the Group is required to hold at all times, in order to
safeguard depositors from loss in the event of severe losses
bsing incurred by the Group. The minimum reguiatory capital
requirernent impoesed by the PRA on firms is the sum of the
total capital requirement, the combined CRD buffer requirerments
as applicable and the PRA butfer requirements as applicable.
This requirement is set in accordance with the international
Basel 3 rules, issued by the Basel Committee on Banking
Supervision (BCBS), which, following the implementation

of the Financial Services Act 2021 on | January 2022, are
implemented through the PRA rulebook.

The Group’s regulatory capital is monitored by the Board, its
Risk Cormmittee and the ALCO, which ensure that appropriate
action is taken to ensure compliance with the regulator's
requirerments. The future regulatory capital requirernant

is also considered as part of the Group’s planning process.

The minimum amount of reguictory capital held by the
Group and Yanguis Bank Limited represants the higher

of the imposed requirement and their respective internal
assessments of minimum capital requirements based
upen an assessment of risks facing the Group. The Internal
Capital Adequacy Assessment Process (ICAAP) considers
all risks facing the business, including credit, operational,
counterparty, conduct, pension and market risks, and
assesses the capital requirement for such risks in the event
of downside stresses shauld such requirement exceed
that set cut under the Pillar 1 framework.
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The following table reconciles the Group's equity to the
regulatory capital resources for the Group.

2022 2021
Reg__l._ilOIOry_COplfﬂ\ {uncudited) . £Em Em
Total equity 607.2 6312
Reguialory adjustments
IFRS 9 transitional arrangaments' 54.2 108.4
Retirement benefit asset (30.7) (mz22)
Deferred tax on retiremeant beneafit asset 7.7 28.0
Goodwill - (n.2) (n2)
Intangible assets (63.3) (52.3)
Deferred tax on intangible asset 3.1 5.0
Foresseable dividend {261) {(30.4}
Other regulatory adjustrnents’ (2.1 -
Common Equity Tier 1 capital 478.8 5085
Tier 2 capital 200.0 200.0
Total regulatory capital 678.8 7065
Risk-weighted exposures 1.810.8 17406
CET1 ratioc 26.4% 29.0%
Total capital ratio 37.5% 40.6%

1 The Group hos clected to take advantages of the IFRS 8 transitional
arrangermnents set out In Article 473a of the CRR which allow the capital
impact of cxpected credit losses to be phased in over the transitional
perniod. Disclosure of the regulatory capitol position as if the IFR5 @
transitional relict was not available {the fully loaded basis) is included
inthe Pillar 3 document, as is required of firms which have elocted to
take such relicf.

2 Other regulatory adjustmaents relate to Prudent Voluotion Adjustments
calculated using the 'Simplitied Approach’ set outin the PRA Rulebook,
and any insufficiont coverage for non-performing exposures required
under article 47{c) of the CRR (effective 1 January 2022)

Concluding in early 2023, the PRA have conducted o Capital
Suparvisory Review and Evaluation Process (C-SREP) of the
Group's capital requirements, based on the ICAAP approved
in September 2022. The cutcome is that the Group's Total
Capital Requirement own funds requirements has reduced
by mare than a third, frorm 18.3% ta 11.8%. Including the current
regulatory combined buffers of 3.5% (capital conservation
butfer of 2.5% and countercyclical buffer of 1.0%), the Group's
overdall capital reguirement has reduced by 6.4% from 21.8%
10 15.4% (excluding any confidential buffers, if applicable).
The reduction in capital requirements partly reflects the
Group's successful repositioning as a specialist banking
aroup focused on lower risk customers, the receipt of the
Core UK Group Waiver in November 2022, which enables the
Group to leverage its retail deposit funding capabilities to
fund its other lending products, and the significant amount
of work undertaken to strengthean the Group-wide risk
management framework.

Piller 3 complements Basel's Pillar 1 and Pillar 2 frameworks
and seeks to encourage market discipline by develeping a

set of disclosura requirements which would allow market
participants to assess key pieces of informaltion on a firm's
capital, risk exposures and risk assessment processes. Pillar 3
disclosures for the Group, for the year ended 31 December 2022,
are published as a separate document and are available

on the Group's website.
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Notes to the financial statements

1Segment reporting

IFRS 8 requires segment reporting to be based on the internal financial information reported 1o the chief operating decision
maker. The Group's chief operating decision maker is deemesd to be the Group ExCo, whose primary responsibility is to support
the Chief Executive Officer in monaging the Group's day-to-doy operotions and analyse trading performance. The Group's
segmeants comprise credit cards, vehicle finance, persenal loans, CCD (discontinued operations) and Central which are those
segments reported in the Group’s management accounts usad by the Group ExCo as the primary means for analysing trading
performance. The Group ExCo assesses profit performance using profit before tax measured on a basis consistent with the

disclosure in the Group financial statements.

Interest income

2022
Group - o o £m_
Credit cards 3332
Vehicle finance . 140.6
Personal loans 131

Central costs —

Total Group before amortisation of acguisition intangibles

and exceptional items 486.9
Amgrtisation of acquisition intangibles (note 19) —
Exceptional items -

Total Group - continuing operations 486.9
CCD - discontinued operctions {note 2) -
CCD -~ discontinued operations exceptional items (note 2) —

Total Group 486.9

2021
£m
3288
137.9
72

Foc and
COMIMISSIon Income
2022 202
fm Em
47.0 60.3
47.0 60.3
437.0 60.3
47.0 60.3

profit/(loss)
before taxation

2022 202
__Em _fm
17885 1738
38.0 289
(15.7) &n
(74.2) (26.3)
126.6 167.8
(7.5) (786)
(9.0) fian)
no. 1422
(15.3) (958}
a.6 (428)
99.4 41

Acguisition intangiblas represent the fair value of the broker relationships of £75.0m which arose on the acguisition of Moneybarn
in August 2014, The amortisation charge in 2022 amounted to £7.5m (2021 £7.5m).

Revenue between business segments is not material

Exceptional items for continuing operations represent a net exceptional charge of £9.0rm in 2022 (2021 £181m) and comprise

Corporate costs including CCD closure
CCD scheme of Arrangement costs {note 25)
Redundancy costs (note 11)

Costs in respect of the redermption of bonds (note 4)

Total exceptional items

Segment ossels

2022
Group . . o o _ £Em
Credit cards and pearsonal loans 1,795.6
Vehicle finance 762.6
Central 504.8
Continuing operations before intra-group elimination 3,063.0

Discontinued operations -
Intra-group elimination

Total Group 2,655.8

2021
E’,”
16381
8983
244.5
28839
03

(4072)  (589)

27353

Segment Labilites

2022
(1.410.7)
(589.7)
{72.7)

(2,073.0)
(382.7)
407.2

{2,048.6)

2021
LA
(12846)
(5928}
(1005)
(19576)

(295.4)
158.8

{20941)

2022 2621
o 7? m £rm
(3.8) (10.5)
(371 (5.0)
(.5) (1.0}
- (3.9}
— 23
(9.0) (8.1}
Net assets/(habilities)
2022 2021
Em_ £
384.9 3745
172.9 105.5
4321 4460
989.9 926.3

(382.7) (295.0)

607.2 6312

The presentation of segment net assets reflects the statutory assets, liabilities and net assets of each of the Group's divisions
This results in an intra-group elimination reflecting the difference between the central intercompany funding provided to the
divisiaons and the external funding raised centrally. Credit cards and persenal loans are both recognised within Vangquis Bank
Limited and are therefore combined for balance shest reporting purposes.
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1Segment reporting continued
The Group's businesses operate principally in the UK.

Copital expanditure Deprecigtion 7 Amortisation
2022 2021 2022 2071 2022 2021
Group. L o B - Em £m . E_n:l £m £€m _ Em
Credit cards and personal loans 21.6 248 16 22 71 5.0
Vehicle finance 1.7 1 0.6 0.8 0.4 21
Central 9.5 - 0.6 a4 8.5 75
Continuing operations 32.8 258 2.8 3.4 16.0 146
iscontinued operations - 0.2 - 15 - 36
Total Group 32.8 28 2.8 49 16.0 182
Capital expenditure in 2022 comprises expenditure on intangible assets of £29.2m (2021 £24 8m) and property, plant
and equipment of £3.6m (2021, £1.3m).
The acquired intangible asset in respect of vehicle finance broker ralationships is held on consolidation and, therefore, the
amortisation charge has been allocated to Central in the above analysis, consistent with the segment net asset analysis,
2 Discontinued operations
The Group clesed its CCD business comprising home credit and Satsuma loans during 2021 and in accordance with IFRS 5
'Non-current Assets Held for Sale and Discontinued Operations' thess businesses are presented as discontinued operations,
The results from discontinued operations, which are included in the Group income staterment, are set out below.
2022 2021
- ) o - S I £m
Interest income (note 3) - 68.0
Interest expense {note 4) (6.2) (21}
Net interest income {6.2) 559
Total income (6.2) 55.9
impairment charges (note 13) — (59.8)
Risk-adjusted loss (6.2) (3.7)
Operating cost:
- other () {918)
- exceptional items 4.6 (a28)
Loss before taxation (10.7) (1381)
Tax credit/(charge) (note 7) 5.8 (288)
Loss from discontinued operations (a.9) (166.7)
Basic loss per share (p) (2.0) (66.5)
Diluted loss per share (p) (2.0) (665)
During the year the discontinued operations generated cash of £01m (2021: used £0.8m) in respect of operating activities,
generated £nil (2021 £1.2m) in respect of investing activities and used £0im (2021 £2.1m) in respect of financing activities.
Discontinued operations cash flows relating to exceptional ftems were a release of £4.6m (2021 coslt £20.2m) in respect
of operating activities.
3 Interestincome
Interest incoms is recognised by applying the effective interest rate (EIR) to the carrying value of a loan. The EIR is calculated
at inception and represents the rate which exactly discounts the future contractual cash receipts from a loan to the amount
of cosh advanced under that loan, plus directly attributable issue costs (e.g. aggregator/broker fees).
Group
2022 202
- B . o B - - _ B i = £Em £Em
Interest income - continuing operations 486.9 473.8
Interest income — discontinued operations (note 2) — 68.0
Total interest income 486.8 5419
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Notes to the financial statements continued

4 Interest expense

o _Gow
2022 2021
Interest payable on: - . o - o - - _ Em _Em_
Retail deposits 19.6 4.4
Senior public and retail bonds 30.7 238
Bank borrowings - 45
Securitisation 13.5 6.8
Lease ligbilities finance costs 12 17
Excepticnal cost in respect of the redemption of bonds (nate 27} - 38
Total interest expense 65.0 651
Interest expense — continuing operations 53.8 530
Interest expense - discontinued operations (note 2) 6.2 12
Discontinued finance costs included £0.1m (2021: £0.3m} in respect of lease liabilities.
Exceptional gosts of £3.9m in 2021 related to the £71.5m tender of the 2018 five-year fixed-rate bond (see note 27(e)) following
the Group's successiul issuance of Tier 2 capita! (see note 27(h)).
5 Net fee and commission income
Fee incame is recognised at the time the charges are made to the customer o the basis the performance obligation
is compiete.
3 Grourp B
2022 2021
. S R _ - N — £m £m
Fee and cormmission income 47.0 60.3
Fee and comrmission expense (2.8) (29)
Net fee and commission incomeé — continuing operations 44.2 57.4
Total net fee and commission income a4.2 574
Fee income predominantly reiates to credit cards and refiects default and over-limit fees as weli as other ancifiary income
streams and interchange income,
6 Profit before taxation
i 7Grou!3 _
2022 2021
Profit bofore taxation for conlinuing opergtions is stoted oftor Charging/(crchiﬁg). o . o £m gm
Amortisation of othar intangible assets:
~ computer software (note 19) 8.5 71
- acquisition intangibles (note 19) 7.5 7.5
Depreciation of property, plant and eguipmeant {note 18) 2.8 34
Loss on dispesal of property, plant and equipment (note 18} 0.9 0.
Loss/(profit) on disposal of intangibles (note 19) 2.2 (04)
Depreciation of right of use assets (note 17) 9.3 g1
Lease liability finonce costs (note 4) 11 1.4
rmpairment of amounts receivable from customers (note 13) 66.1 50.4
Employment costs (prior to exceptional redundancy costs and pension credit {note 11(b}) 149.6 1222
Exceptional items:
Exceptional costs in refation 1o corporate costs including CCD ciosure 3.8 10.5
Exceptional CCD Scheme of Arrangement costs and provision (note 25) 3.7 50
Exceptional costs in respect of the redemption of bonds (note a) — 39
Exceptional redundancy cost (note (b)) 5 10
Exceptional pension credit {note 21(a)) - {23)
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6 Profit before taxation continued

All of the above activities relate to continuing activities,

Group
2022 2021
Auditor's remuneration o o _ £m __Em
Fees payable to the Company's cuditor tor the audit of Cempany and consolidated financial statements 0.4 04
Fees payable to the Company’s auditor and its associates for other services:
— audit of Company’s subsidiaries pursuant to legislation 1.3 13
- other non-audit services 07 12
Total auditor's remuneration 2.4 29
7 Tax charge
- . Group ,
o 2022 ) 2021 B
Continuing Discontinued Continuing  Discontinued
operations  operations Total operations operations Total
Tex charge/(credit) in the income statement o ~ E£m __Em Em Em _Em £m
Current tax — UK 14.4 (s.8) 8.6 126 {3.3) 9.3
Deferred tax (note 23} UK 10.2 — 10.2 - 319 319
Impact of change in UK tax rate (note 23) 3.2 — 32 (5.0} — (5.0)
Total tax charge/{credit) 27.8 {5.8) 22.0 76 286 362
2022
7 _ Continuing opetations . __ Discontinued operations
Adjusted  Exceptional Adjusted Exceptional
PBT items Amortisation Total PBT items Total
o £m £m £m Em__ £m £m Em
Frofitf{loss) on ordinary activities
before tax 126.6 {9.0) (7.5) 101 {15.3) 4.6 (10.7)
profit/{loss) before tax multiplied
by standard rate of corporation tax
in the UK of 19% 24.1 (1.7) {1.4) 21.0 (2.9) 0.9 (2.0)
Effect of:
- impact of change of UK tax rate (note (a)) 3.2 - - 3.2 — — —
~ impact of bank corporation tax
surcharge (note (b)) 84 — - 8.4 — - —
- impact of lower tax rates overseas
and overseas losses (note (c)) - — — - {0.1) (o) (0.2)
— write off of deferred tax assets (note (d)) 02 — — 0.2 — - —
- adjustments in respect of prior years
(note (&)} (a.4) 0.8 - {3.6) {6.5) 0.4 (8.1)
- prior year adjustments related to
transfer pricing and losses (note (f)) 1.0 - - 1.0 {1.0) - {10)
- transfer pricing adjustments {note (g)) — - - — — — —
- discount on payment for losses of
discontinued operations {note (h)) (3.3) — - (3.3) 33 - 33
- non-deductible general expenses
{note (i)} 0.2 0.7 - 0.9 0.6 {0.4) 0.2
29.4 (0.2) (1.4) 27.8 (6.6) 0.8 (5.8)
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Notes to the financial statements continued

7 Tax charge continued

202
Continuing operations - Discontinued operations
Adjusted Exceptional Adjusted  Exceptional
PET tems  Arnortisation Total FBT items Total
. £m £m E£m o Em Em o Em o _Em
profit/(loss) on ordinary activities before tax 167.8 (181} (7.3) 142.2 (955) {428) (1381)
Profit! (loss) befare tax multiplied by standard :
rate of corporation tax in the UK of 19% 218 {34) (14) 27.0 (s - (8D (26.2)
Fffect of:
- impact of change of UK tax rate (note (a)) (5.8) 02 08 (50) - - -
— impact of bank corporation tax surcharge
(note (&)) 123 (o - 12.2 - - -
- impact of lower tax rates overseas and
overseas losses (note (c)) - — - - 27 08 35
~ write off of deferred tax assets (note (d)) (0.3) - - {0.3) 234 - 234
- adjustrnents in respect of prior years (note (e)) 0.5 — - 05 05 - 0.5
- prior year adjustments related to transfer
pricing and losses (note (f)) (78) - — (7.8) 78 - 78
- transter pricing adjustments (note (g}) (0.6) - — (08B) 06 - 08
- discount on payment for losses of discontinued
operations (note (h}) (8.5) - - (65) 65 - 8.5
- reversal of exceptional complaints provision
(note (j)) - (12.4) - (12.4) - 12.4 124
- non-deductible general expenses (note (i)} 01 0.4 - 05 0l — 0.1
237 (15.3) (0.8) 76 235 51 286

(a) Impact of change of UK tax rate

In 2021, changes were enacted to Increase the mainstream corporation tax rate from 19% to 25% with effect from 1 April 2023,

At 31 December 202], deferred tax balances were remeasured at 25%, and in the case of credit cards and loans, at the combined
mainstream corporation tax rate (25%) and bank corporation tax surcharge rate (8%) of 33% to the extent that the temporary
differences on which deferred tax had been calculated were expected to reverse, or the tax loss was expected to be utilised,
after 1 April 2023

In 2022, further changes were enacted which, with sffect from 1 April 2023, reduce the bank corporation tax surcharge rate from
8% to 3% and increase the bank corporation tax surcharge allowance, being the threshold below which banking profits are not
subject to the surcharge, from £25m to £100m.

To the extent the temporary differences on which deferred tax has been colculated are expected to reverse after 1 Apnl 2023,
deferred tox balances at 31 December 2022 and movements in deferred tax balances during the year have therefore been
rmeasured at 26% (2021 25%) and, in the case of credit cards and personal leans, at the combined mainstream corporation

tax rate (25%) and bank corporation tax surcharge rote (3%) of 28% (2021: 33%) except to the extent the temporary differences
reverse when profits from credit cards and personal loans are expected to be below the bank surcharge threshold, in which case
deferred tax balances have been measured at the combined rate of 25% (2021 33%).

A tax charge of £3.2m (2021 credit of £5.0m) represents the income statement adjustment to deferred tax as a result of these
changes and an additional deferred tax credit of £5 0m (2021 charge of £6.4m) has been taksn directly to other comprehensive
income in respect of items reflected in other comprehensive income. Of the tax charge of £3.2m (2021: credit of £5.0m) taken to
the income statement, £3.2m (2021: £6.0m} relates to continuing operations and £nil (2021 £nil) to discontinued operations.

There was a Enil impact in 2022 (2021: £nil) on discontinued operations from the change in tax rates as no deferred tax balonces
were recognised in discontinued operations at 31 December 2022 (2021 £nil).

(b} Impact of bank corporation tax surcharge

The adverse impact of the bank corporation tax surcharge amounts to £8.4m (2021 £12.2m} and represents tax at the bank
corporation tax surcharge rate of 8% on credit cards ond personal loans taxable profits in excess of £25m where taxable profits
are calculated ignoring the benetit of iosses elsewhere in the Group, including capitat losses.

The only entity subject to bank corporation tax surcharge in the Group is Vanguis Bank Limited which sits within continuing
operations.

{c) Impact of lower tax rates overseas and overseas losses

Prior to its closure in 2021, the home credit businass in the Republic of Ireland was subject to tax at the Republic of freland
statutory tax rate of 12 5% rather than the UK statutory mainstream corpordtion tax rate of 18.0%. In 2021, the home credit business
in the Republic of Ireland made a loss which can only be relieved against future profits of the business in the Republic of Ireland
at the 12 8% statutory rote rather than the 19.0% UK statutory tax rate. In light of the closure of the business, no deferred tax asset
was recognised in respect of this loss giving rise to o total adverse impact on the Group tax charge of £3.5m, all of which relates
to discontinued operations.

In 2022, no tax liability arises on the release of varicus provisions and accruals foliowing the closure of the irish business giving
afavouraile impact on the tax charge of £0 2m (2021 adverss impact of £3.5m), all of which relates to discentinued operations.
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7 Tax charge continued

(d) write off of deferred tax assets

In 2021 deferred tax ossets written off comprised: (o) £23.6m of deferred tax assets related to discontinued operations for which
future tax reliel was considered unlikely to be available following the closure of the business; net of (b) a deferred tax credit of
£0 8 related to the deferred tax asset in respect of share scheme awards which had previously been written off on the basis
that future deductions were expected to be lower than previously anticipated. Of the £0.5m deferred tax credit, £0.3m related
T cantinuinn nparatinns nnd £0.2m related to diccontinuod oparations, The £223.0m0 deforrcd taa ussels relulud tu diseontinugd
operations which were written off in 2021, related to tax losses carried forward and other temporary differences for which,
following the closure of the business, it was considered unlikely that future tax relief would be available.

In 2022, the tax charge in respect of deferred tax assets written off amounts to £0.2m and relates to share scheme awards where
future deductions are expected to be lower than previcusly anticipated. It relates entirely to continuing operations

(e) Adjustments in respect of prior years

The tax credit of £9 /m in respect of prior years (2021 tax charge of £1.0m) comprises (a) a net release of tax liabilities in respect
of prior years of continuing operations of £3.8m following agreerment of certain historical tax matters with HMRC; (b) a£75m
reinstatement of deferred tax assets in respect of certain losses and temporary differences of discantinued operations which
were written off in 2021 but for which tax relief is considered to be available in 2022; and (¢} a £1.4m tax charge in respect of o
reduction in tax losses of the discontinued operations available for group relief in prior years,

1n 2021, the £1.0m tax charge in respect of prior years primarily comprised adjustments related to prior year deferred tax on
share scheme awards and the impact of resolving historical tax liabilities, of which £0.6m related to discontinued operations
and £0.5m related to continuing operations.

() Prior year adjustments related to transfer pricing and losses

These comprise a £10m credit (2021: 17.8m charge) related to discontinued operations net of a £1.0rm charge (2021 £7.8m credit)
related to continuing operations and relate to transfer pricing adjustments between the continuing operations and discontinued
cperctions in prior years, as well as adjustments related to pricr year tax losses of the discontinued operation which were
surrendered as group relief to the continuing cperation and which the continuing operation paid for at a discounted price.

(g) Transfer pricing adjustments

In 2021, these comprised a £0.6m credit related to continuing operations and a £0.6m charge related to discontinued operations,
and represented the impact of transfer pricing adjustments between the profits of continuing and discontinued operations. They
have a £nil overall impact en the tax charge. There are no such adjustments in 2022

(h) biscount on payment for losses of discontinued operations

This comprises a credit of £3.3m (2021: credit of £6.5m) related to continuing operations and a charge of £3.3m (2021: charge of
£6.6m) related to discontinued operations, and relaies to tax losses of the discontinued operation which have been surrendered
as group relief to the continuing operation and which the continuing operation has paid for at a discounted price. The overall
impact on the tax charge is £nil (2021: £nil).

(i} Non-deductible general expenses

in 2022, these primarily comprise. (a) in the case of discontinued operations, costs for which tax deductions may not be available
post-closure of the business net of the release of the provision for costs associated with the FCA investigation into affordable
lending in CCD, part of which is nen-taxable; and (b} in the case of the continuing operations, the cost of certain projects for
which it is considered a tax deducticn may not be available.

() Exceptional complaints provision

In 2021, the release of the exceptional complaints provision in CCD following the implementation of the Scheme of Arrangement gave
rise to a tax charge in CCD of £12.4m. As the release of the provision was recognised as part of continuing rather than discontinued
operations, this gave rise to a tax reconciling difference in 2021 of £12.4m between continuing and discontinued operations.

These adjustments had a £nil overall impact on the 2021 tax charge.

In 2021, o tax deduction was claimed for the £70m costs of the Scheme of Arrangement incurred by Vanguis Banking Group plc
which was also recognised as part of continuing operations.

Tax on exceptional items
The Lox charge in respect of exceptional items amounts to £0.8m (2021 tax credit of £10.2m) and comprises a £0.2m credit
(2021 £15.3m credit) relating to continuing operations and a £0.8m charge (2021: £51m charge) related to discontinued operations.

in 2022
-~ The £0.2rm tax credit relating to continuing operations represents o tax credit in respect of all exceptional costs of the continuing
operations with the exception of certain project costs for which it is censidered tax deductions may not ke available.

- The £0.8rm tax charge relating to discontinued operations represents the tax charge on the release of certain provisions and
accruals for which tax deductions were previously claimed with the exception of those relating te the Irish branch which
are non-taxable.

n 2021

- The £15.3m tax credit relating to continuing operations represents' (1} a tax credit in respect of all exceptional costs
of the continuing operations with the excepticn of certain project costs for which it is considered tax deductions may
not be avallable; and (ji} the tax reconciling difference between continuing and discontinued operations referred
to in note (j) above.

— The £5]m 1ax charge relating to discontinued operations represents the tax reconciling difference between continuing and
discontinued operations referred to in note (j} above nel of a tax credit for the exceptional closure costs of the discontinued
operations with the exception of those costs related to the Irish branch for which no effective tax relief is available.
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Notes to the financial statements continued

7 Tax charge continued
(j) Exceptional complaints provisien continued
Tax on exceptional items continued

The tax credit/(charge) on items taken directly 1o other comprehensive income is as follows:

Deferred tax credit on fair value movement in investment
Deferred tax credit/(charge} on actuarial movements on retirement benafit asset

Tax credit/{(charge) on iterns taken directly to other comprehensive income pricr to impact of change in UK

tax rate
Impact of change in UK tax rate

Total tax creditf{charge) on items taken directly to other comprehensive income

Group
2022 2021
Em em

- 14
16.0 (5.2}
16.0 (3.8)

50 (6.4)
21.0 (10.2)

The tax Credit/(chorge) on items taken directly to other comprehensive income relates entireiy to continuing operations,

8 Earnings/(loss) per share

Basic earnings{(loss) per share (E/LPS) is calculated by dividing the profit/(loss) for the yeor attributable te equity shareholders

by the weighted average number of ardinary shares cutstanding during the year less the number of shares held by the

Employes Benefit Trust which are used to satisfy the share awards such as DBP, PSF, LTIS, RSP and CSOP.

Diluted E{LPS calculates the effect on EfLPS assuming conversion of all dilutive potential ordinary shares. Dilutive potential

ordinary shares are calculated as follows:

(i) For share awards outstanding under perfarmance-related share incentive schemes such as the Deferred Bonus Plan (DBP)
(previously the Performance Share Plan (PSE)), the Long Term Incentive Schema (LTIS), the Restricted Share Plan (RSP) and the
Company Share Option Plan (CSOP), the number of dilutive potential ordinary shares is calculated based on the number of
shares which would be issuable if: (i) the end of the reporting period is assumed to be the end of the schemes’ performance
period; and (i1} the performance targets have been met as at that date.

(i) For share opticns outstanding under non-performance-related schemes such as the Save As You Farn scheme (SAYE), a
calculation is performed to determine the number of shares that could have been acquired ot fair value (determined as
the average anrmual market share price of the Company's shares) based on the monetary value of the subscription rights
attached to ocutstanding share aptions. The number of shares calculated is compared with the number of share options
outstanding, with the difierence being the dilutive potential ordinary shares. The Group also presents an adjusted EPS, prior
to the armortisation of acquisition intangibles and excsptional items.

Eotential ordinary shares are treated as dilutive when, and only when, their conversion to ordinary shares would decrease

eqrnings per share or increase 1oss per share,

Reconciliations of basic and diluted £/LPS for continuing operations and the Group are set out below:

7 2022 B 20021
Weighted Weighted
average average
numberof Pershare nurnber of Per share
Earnings shares amount Earnings shares amount
Continuing opr_frct{orlsii - - ) Em - m pence £m . m pence
Basic earnings per share 82.3 250.9 328 134.6 250.7 537
Dilutive effect of share options and awards - 2.8 (0.a) - 13 (03)
Diluted earnings per share 82.3 253.7 32.4 1346 2520 534
) 2022 2021
Weighted Weighted
average averagoe
number of Per share numbear of Per share
Earnings shares amount Loss shores amount
Group N - ~ Em ~m  pence _Em m pence
Basic earnings/{loss) per share 77.4 250.9 30.8 (32V) 250.7 (12.8)
Dilutive effect of share options and awards - 2.8 (0.3) - - -
Diluted earnings/ (loss) per share 77.4 253.7 30.5 (323 2507 (12.8)
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8 Earningsf(loss} per share continued

The directors have elected to show an adjusted earnings per share prior to the amortisation of acquisition intangibles which
arose on the acquisition of vehicle finance in August 2014 (see note 19) and prior to exceptional items (see note 7). This is
presented to show the adjusted earnings per share generated by the continuing and Group operations. A reconciliction
of continuing and Group basic/diluted eamings/{loss) per share to adjusted basic and diluted earnings/(loss) per share

is as follows:

~ 2022 o oW
Weighted Weighted
cweruge average
number of  Pershare number of  Per share
Earnings shares amount Ecrnings sharos omount
Continuing oporations o } £m m pence Em m ponce
Basic earnings per share 823 250.9 32.8 134.6 2507 537
Arnortisation of acquisition intangibles, net of tax 6.1 - 2.4 8.7 - 27
Fxceptional items, net of tax 8.8 - 3.5 28 - 11
Adjusted basic earnings per share 97.2 250.9 38.7 1441 2507 575
Diluted earnings per share 823 253.7 32.4 134.6 2520 5h34
Amortisation of acquisition intangibles, net of tax 6.1 — 2.4 67 - a7
Fxceptional items, net of tax 8.8 - 3.5 28 - 11
Adjusted diluted earnings per share 97.2 253.7 383 144 252.0 572
2022 wn e
Weighted weighted
average average
numberof Pershare number of  Per share
Earnings shares amount Loss shares amount
Group . L , £m m pence JEMmo_ . mo__bONee
Basic earnings/ (loss) per share 77.4 250.9 30.8 (327 2507 (12.8)
Amortisation of acguisition intangibles, net of tax 6.1 - 2.4 6.7 — 27
Exceptional items, net of tax 5.0 — 2.0 505 — 201
Adjusted basic earnings per share 885 250.9 35.2 251 2507 10.0
Dituted earnings/(loss) per share 77.4 253.7 30.5 (32) 2520 (12.7)
Amortisation of acquisition intangibles, net of tax 6.1 - 24 67 — 27
Exceptional items, net of tax 5.0 - 2.0 505 — 20.0
Adjusted diluted earnings per share 88.5 253.7 34.9 251 2520 10.0
9 Dividends
- ____Qroup
2022 20
. B S o £m Eﬂw_
202V interim = 12p per share 304 —
2022 interim - 5p per share 12.7 -
Dividends paid 42.8 -

The directors are recommending a final dividend in respect of the financial year ended 31 December 2022 of 10 3p per share
which will amount to an estimated dividend of £26.1m. If approved, this dividend will be paid on 7 June 2023 to shareholders who

were on the register of members at 21 April 2023
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Notes to the financial statements continued

10 Directors’ remuneration
The remuneration of the directors, who are the key management personnel of the Group, is set out below in aggregate for each
of the categories specified in 1AS 24 ‘Related Party Disclosures.

7Grouprcnrdr§ompcmy ,

2022 2021

. o B ) B 7 £m £m

Short-term employee benefity 41 2.6
Share~based payment charge 1.5 1.0
Total directors’ remuneration 5.6 36

Short-term employee benefits comprise salary/fees, bonus, benefits earned in the year and pension salary supplements
for executive directors.

The share-based payment charge refiects the expected vesting of the Group's share-based incentives.

i Employee information
{a) Average monthly number of employees in the Group

o 202} L L o 2021 -

Credit Credit

cards cords

and and

personal  Vehicle parsonal  Vehicle

) locans finance Central €CD  Group loans  finance  Central CCh  Group
Full time 1,195 370 364 - 1,929 1312 363 132 1232 3,038
Part time 176 49 53 - 278 179 49 13 na 35%
Total 1,371 419 417 — 2,207 1,491 412 145 1348 3354
Total ~ continuing operations 1,371 419 a7 — 2,207 1,491 42 145 - 2,048
Total - discontinued operations - - - - - - - — 1346 1346

Employees comprise all head office and contact centre employees within credit cards, personal loans and vehicle finance.
Central employees represent corporate office employees and executive and non-executive directors employed by the
Company. Central employeas have increased largely to support the ongoing centralisation of Group functions acress Finance,
Risk, Legal and HR.

(b} Employment costs

o Group ___Company

2022 2021 2022 2021
. - - . . - Em fm 0 Em  Em
Aggregate gross wages and salaries paid to the Group’s employees 120.8 1033 258 17.5
Employer's National Insurance contributions 15.3 n3 a.5 24
Pension charge/{credit), prior to exceptional pension credit 8.4 E3 1.4 (07
Share-based payment charge {note 30) 5.1 25 2.9 17
Total employment cost prior to exceptional costs 149.6 122.2 336 208
Exceptional redundancy cost 15 1.0 1 —
Exceptional pension credit (note 21) — (2.3) — {2.3)
Total employment costs — continuing operations 151 120.9 347 8.8
Employment costs — discontinued operations - 850 - —
Total employment costs 15611 2059 34.7 2.6

The pension charge comprises the retirement benefit charge for defined benefit schemes, contributions to the stakeholder
pension plan and contributions to personal pension arrangements. The credit in 2021 in the Company for the pension charge
represents contributions received from the subsidiaries in refation to the defined benefit schemes, partiy offset by the charge in
relation to the defined contribution schemes. There were no contributions from subsidiaries in 2022,

The increase in the share-based payment charge from £2.5m in 2021 1o £5.1m in 2022 primarily reflects the higher RSP scheme
costs in the year The share-based payment charge of £51rm (2021 £2.5m) relates to equity-settiad scheme charges of £51m
{202} £20m) ond a cash-settled scheme credit of £nil (2020 credit of £0.5m). A shore-bosed poyment chorge of £nil (202) £0.8m)
relates to equity-settied schemes in respect of discontinued operations.
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12 cash and cash equivalents

Cash and cash equivalents includes cash at bank and held in short-term deposits and Vanguis Bank timited's liquid assets buffer,

including other liquid resources.

) Group
2022 202
S _ — . g Em
Central bank reserves 420.5 414.8
Cash at bank 45.4 3062
Cash in hand {1.0) (3.3)
Total cash and cash equivalents 464.9 i

Company
2022 2021
£Em im
4.1 2066
41 2065

In addition ta cash and cash equivalents, the Group had £1.0m of bank overdrafts at 31 December 2022 (2021 £3.6rm}) and the
Company had £nil bank overdrafts (2021 £rl), both of which are disclosed within bank and other borrowings (see note 27).

All cash and cash equivalents are held with investment grade rated banks.

vanguis Bank Limited's total liquid assets buffer is held in the Bank of England central reserve cccount and amounted to £420.5m

at 31 December 2022 (2021 £414.8m).

The currency profile of cash and cash equivalents is as follows:

. ___Grouwp ___ Campany
2022 202 2022 2021
- - - o ) - £m g _Em £m
Sterling 464.9 716.3 4.1 2052
Euro - 1.4 - 1.4
Total cash and cash equivalents 464.9 nir 4.1 206.6
Cash and cash equivalents are non-interest bearing cther than in respect of the cash held on deposit and the amounts held
by vanguis Bank Limited as a liquid assets buffer and other liquid resources which bear interest at rates linked to the Bank
of England base rate.
13 Amounts receivable from customers
2022 L 2021 L
Due Duein Duc Ducin
within more than within  meore thon
one year ane year Total ona year one year Total
) o - - _Em £m _ £m £m £m ~Em
Credit cards 1,181.6 - 1,181.6 1,063.4 - 1,063.4
Vehicle finance 1814 464.7 646.1 168.5 477 586.2
Parsonal loans 34 42.2 76.3 19.7 8.4 281
Total 1,397 506.9 1,904.0 12516 426 16777
Fair value adjustment for portfolio hedged risk (4.7) (3.2) (7.9) - - -
Total reported amounts receivable from customers 13924 503.7 1,896.1 12516 4281 16777

I he fair value adjustment for the portfolio hedge risk relates to the unamortised hedged accounting adjustment in relation
to discontinued balance guaranteed swap {see note 22). In 2021 this was presented within trade and other receivables (£3.6m)

(see note 14)

The gross amounts receivable from customers and allowance account which form the net amounts receivable from customers

are as follows.

o . 2022 B o o 203 - o

Credit Vehicle Personal Crednt Vehicle Personal

cards finance loans Group cards finance loans Graup
Group L ) fzm £Em Enj’i £m ) £m £m £m m
Gross amounts receivable
from customers 1,452.0 872.3 B5.5 2,509.8 1,417.2 8417 337 22926
Allowance account (270.4)  (326.2) (9.2) (605.8) (353.8) (255.5) (5.8) (614.9)
Reported amounts receivable
from customers 1,181.6 646.1 76.3 1,904.0 10634 586.2 281 18777
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Notes to the financial statements continued

13 Amounts receivable from customers continued
Amounts receivable from customers for credit cards can be reconciled as follows:

i 2022 o _zom .
Stage 1 Stage 2 Stage 3 Total Staga | Stage 2 Stage 3 Total
Credit cards - ~ Em Em  Em . Em _ m . Em . Em _ Em
Gross carrying amount
At 1 January 883.8 340.8 192,85 1,417.2 1,023.8 186.5 3317 1,642.0
New financial assets originated
and new drawdowns 1,906.8 2103 16.7 2133.8 18759 797 328 20885
MNet transfers and changes in credit risk
- from stage 1 1o stage 2 (584.7) 584.7 - - (833.8) 8338 - -
- from stage 1to stage 3 (20.2) - 20.2 - (50.4) - 504 -
- from stage 2 to stage | 532.4 (532.4) - - 5445 -(544.5) - —
- from stoge 2 10 stoge 3 — (180.1) 180.1 — - (12156) 1215 —
- from stage 3 to stage | 21.5 — (21.5) - 633 - (632) —
- from stage 3 Lo stage 2 — 15.3 (15.3) - - 24.8 (248) -
write offs (9.8) (12.6) (156.8) (179.2) m2) () (15%.2) (1775)
Recoveries {1,884.4) (378.2) (56.9) (2,319.5) (2147.8) (174.7) (1264) (24488)
Revenue 271.2 101.0 8.0 380.2 3181 60.0 4.0 3841
Other movements - - 19.7 19.7 4.4 79 n7 240
At 31 December 1.116.6 148.7 186.7 1,452.0 8838 3409 1925 iA417.2
Allowance account
At 1 January 99.7 1021 152.0 353.8 166.4 889 208 466.9
Movements through income staternent:
- drawdowns and net transfers and
changes in credit risk:
- from stage | to stage 2 {76.5) 210.6 - 134.1 (157.4) 3310 - 1738
- from stage 1to stage 3 {5.4) — 17.4 12.0 (9.8) - 238 140
- from stage 2 to stage 1 55.8 (185.8) - (130.0) 122.2 (2482} — (126.0)
- from stage 2 to stage 3 - (100.8) n8.5 17.7 - (80.2} 929 127
- from stage 3 to stage 1 14 - (3.9) (2.5) 6.3 — (93) (an)
- from stage 3 to stage 2 - 3.0 (3.0) - - 6.5 (38) 27
- other movements 28.0 a7 (84.2) {14.5) (182) 138 (65.9) {70.3)
Total movernents through income
statement 3.3 (31.3) 44.8 16.8 (28.9) 229 37.7 37
Other movements;
- write offs (9.8) (12.6) (156.8) {179.2) =y m (155.2) (177.5)
- amounts recovered - — 79.0 79.0 14 14 579 60.7
Allowance account at 31 December 93.2 58.2 119.0 270.4 el 1021 152.0 3538
Reported amounts receivable
fram customers at 31 December 1,023.4 90.5 67.7 1,181.6 7841 2388 405 1,063.4
Reported amounts receivable
from customers at 1 January 7841 238.8 40.5 1,063.4 857.4 978 1201 10751

Movements in the allowance account include c.£50m in relation to the refreshed SICR threshold parameters to better refiact
the evolving receivables mix following a refocus ento lower risk market segments.

Recoveries have reduced in 2022 due to the impact of debt sale activity Other movements through income statement include
movements from risk level chonges that do not result in staging movements, charged off accounts, exited accounts and

debt sales.

As at 31 December 2022 unutitised credit card commitrents were £1,370.9m (2021, £1,229.3m).

An increase of 1% of the gross exposure into stage 2 from stage | would result in anincrease in the allowance account of
£3.4m [202)' £1.6m) based on applying the difference between the tovercgs ratios lrorm stage 1 to stage 2 1o the movemnent

in gross exposure.

180

vanquis Banking Group plc Annual Report ond Financial Statements 2022



13 Amounts receivable from customers continued
A breakdown of the in-modet and post-rmodel overlays for credit cards is shown below:

2022 2021
Croditcards o - o - - - - o o - ) £m £m
Core model 2541 299.8
In-model overlays - 279
Post-model overlays 16.3 281
Total allowance account 270.4 3538

2022 2021
Description - Em £m
In-model overlays:
Covid-19 overlay for cards (note (o)) - 2789
Total in-model overlays — 279
Post-model overlays:
affordability (note (b)) 0.3 5.0
Persistent debt {note (c)) 2.8 5.8
Cost of living (note {d)) 10.0 78
recoverias (note (e)) 25 74
Other 0.7 0l
Total post-model overlays 16.3 261
Total overlays 16.3 54.0

{a) Impact of Covid-19

The impact of Covid-19 significantiy influenced credit card provisioning methodclogy. The core IFRS 8 models utilise a scorecard
approach to calcutating a 12-month PR and the relationships between the established drivers of default risk found in the PD
scorecards; it was previcusly assumed the 12-month PD may be distorted during the Covid-19 periad. This potential distortion
could be caused by externcl government support initiatives or the natural lag that is apparent when risk profiles change.
Accordingly, an in-meodel utilisation adjustment was made to the probability of default models for credit cards.

However, the underlying risk profile of these customers has not fundamentally changed, and over the course of 2022 it
became evident that this utilisation adjustment was no longer required. Consequently this adjustment has been fully unwound

during the year.
{b) aftordability

An additional IFRS 8 impairment provision has been created to cover the principal balance of those customers impacted by risk
events which may need to be written off. These risk events arose from minor temporary dato misalignment instances impacting
asmall number of accounts which have now been remediated.

{c) Persistent debt

A post-model overlay was calculated to refine provisioning for those customers who have entered PD36. These customers

have been splitinto two categories: those who have responded to communications and agreed to pay down their culstanding
balance; and those who are making minimum payments but have not responded to communications. The core model does not
consider this refinement and therefore a post-model overlay is required.
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Notes to the financial statements continued

13 Amounts receivable from customers continued

(d) cost of living

Consumer prices, as measured by the Consumer Prices Index (CPI) was 10.5% in December 2022, and the Government has
anncunced a ronge of measures 1o support households during the current economic envirenment. Afler accounting for
thess policies most lower income households are expacted to be protected from the increase in inflation. But for many other
households, inflation is still a looming risk albeit recent government forecasts predict a weaker than previously expected
recession. The IFRS 9 macroeconomic model does not consider inflation or CPI, as there is no significant correlation between
inflation and expected credit losses. Howeaver it is recognised that the increase in CPI may have some impact on the existing
book and hence management continue to retain a post-model overlay for cost of living of £10.0m (2021 £7.8m)

The underlying credit metrics of the receivables boak remain stable and show no signs of significant increase in credit risk.
The £10.0m overlay is based on management judgsement, reflecting the Group’s proactive appreoach to risk management
and is appropriately supported by modelling analytics.

{e) Recoveries

A post-model overiay was created in 2021 to account for an estimated reduction in recoveries for debt sold to debt coliection
agencies Updated information and further refinement in understanding the extent of the exposure has led to management
regucing the recoveries overlay from £7.4m to £2.5m,

A breakdown of the gross receivable by internal credit risk rating is shown below:

R o2 - o .
Stage | Stage 2 Stage 3 Total Stage | Slage 2 Stage 3 lotal
Creditcargs __ B o ; £m _£km o Emi_ _Em } m_ _Em £m _fm
Good 975.9 90.6 - 1,066.5 763.7 269 - 10328
Satisfactory 140.7 58.1 - 198.8 1201 71.8 — 1HG
Lower guality - - 186.7 186.7 - - 1925 192.5
Totai 1N16.6 148.7 186.7 1,452.0 8838 3408 1925 1417.2

Low-quality receivables relate 1o defaulted gocounts and are therefore assigned as stage 3. Satisfactory receivables consist
of accounts that are above a prescribed PD cut off, dependent on the customer's credit score. High-quality receivables consist
of accounts that are below a prescribed PD cut off, dependent on the customer’s credit score.
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13 Amounts receivable from customers continued
Amounts receivable from customers for vehicle finance can be reconciled as follows:

2022 202
Stagel Stage 2 Stage 3 Total Stage 1 Stage 2 Stoge 3 Total
io_h_\_«:i!q finance £€m £€m £€m £m £m £m £m 7ﬂ7
Gross carrying amount
At 1 January 350.2 Nn2.9 378.6 841.7 4438 1001 2214 765.3
New financial assets originated 274.5 - - 2745 2728 - - 2728
Transfers due to changes in credit risk:
- from stage 1 to stage 2 (132.8) 132.8 - - (108.2) 108.2 — —
- from stage 1 to stage 2 (75.6) - 75.6 - (156.1) — 156.1 —
- from stage 2 to stage 1 10.2 {10.2) — - 28 (28) - —
- from stage 2 to stage 3 - (48.5) 48.5 - (73.8) 738 —
- from stage 3 to stoge | m1 - .y - al - (o) -
~ from stage 3 to stage 2 - 121 (12.7) — - 05 (0.5) —
write offs - — (3.1) (3a) (03) (07) (15.6) (16.6)
Recoveries (160.5) (56.7) (123.5) (3407) (199.6) {(473) (037) (3508)
Revsnue' 62.8 25,8 §5.8 174.4 937 276 46.3 167.6
Other changes m 11 13.3 255 12 11 0.8 32
At 31 December 351.0 169.3 452.0 9723 3502 n2.9 3786 841.7
Allowance account
At 1 January 14.3 15.8 225.4 255.5 28 179 158.0 1987
Movements through income statement:
- new financial assets originated 37.2 - - 37.2 391 - - 391
— transfers due to changes in credit risk:
- from stage | to stage 2 (19.8) 21.2 — 1.4 (12.7) 150 - 23
- from stage 1 1o stage 3 {(n.s) - 411 29.5 (23.5) - 46.8 233
-~ from stoge 2 to stage | 0.3 (1.3) — (1.0) 0.l (0.4) - {0.3)
- from stoge 2 to stage 3 - (8.8) 15.7 6.9 - (125) 236 1.l
- from stage 3 to stage | 0.2 - (2.0) (1.8) — (oy (on)
- from stage 3 to stage 2 - 11 {2.4) (1.3) - - (02) (0.2)
- rerneasurements within existing stage (5.1) {3.4) {29.8) (38.3) (10.2) (35) (23.2) (36.9)
- gther changes 0.4 1.2 6.6 8.2 — - 6.3 6.3
Total amount recorded in impdirment charges 1.6 10.0 29.2 408 (72) (1.4) 532 446
Armounts netted off against revenue for stage
3 assets - - 33.8 338 - - 297 267
Other movements:
- write offs — - (3.1) (3.1} {03) {0.7) (156) (1.6}
- other changes - - (0.8) (0.8) - (0.9) (0.8)
Allowance account at 31 December 15.9 25.8 284.5 326.2 143 5.8 2254 2555
Reported amounts receivable
from customers at 31 December 3351 143.5 167.5 646.1 335.9 g7 153.2 586.2
Reported amounts receivable from customers
at 1 January 335.9 971 153.2 586.2 4220 822 624 586.6

1 Intheincomsa statament vehicle finance revenue of £140 8m (2021 £1379m) 1s reported not of tho impaimant charge for stage 3 assers of £33 Bm (2021, £20.7m)
Other changes within gross receivable include the capitalisation of broker costs.

Included within vehicle finance receivables is £2.8m (2021 £2.9m) in relation to receivables classified as purchased or originated
as credit impaired under IFRS 9.

vehicles are held as colioteral against a vehicle finance conditional sale agreement until it is repaid in full. The impact of
holding the collateral of £453.4m (2021, £494.7m) on the allowance account as at 31 December 2022 was £54 7m (2021; £85.8m).
representing 88% (2021: 84%) of the balance.

Vehicle finance gross receivables are stated net of unearned finance income of £337.5m (2021 £322.4m).

Anincrease of 1% of the gross exposure into stage 2 from stage 1 would result in an increase in the allowance account of
£0.3m (2021: £0.4m) based on applying the difference between the coverage ratios from stage 1to stage 2 to the movernent
in gross exposure.
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Notes to the financial statements continued

13 Amounts receivable from customers continued
A breakdown of the in-model and post-model overlays for vehicle finance is shown below:

2022 2021
vehicle finance ) } o o £m £m
Core model 328.7 2575
In-model overloys - -
Post-model overlays (2.5) (20)
Total allowance account 326.2 2565

2022 2021
bescription e — . ... Em £m
In-model overlays:

Total in-mode! overlays — —
Post-model overlays: .

Cost of living (note (a)) 0.5 —
Fraud (note (b)) (3.0) (2.0)
Total post-model overlays (2.5) (20)
Total overlays (2.5) (2.0}

(a) costofliving
Refer to credit cards cost of living overlays section for economic update.

The credit acquisition and affordability models were updated in early 2022 by a blended average of 8 75% reflecting the rise

in inflation, energy prices and cther bills compared to incorne. Vehicle finance implementad a new IFRS 9 suite of models with
revised behavioural POs during late 2021 and therefore a significant number of variables indicating financial distress are already
incorporated within this model.

However, considering the broader macroecenomic environment and the observations made above, the rnanagement opinion
is that a cost of living overlay of £0.5m should be recognised. This was derived by taking the cohort of up-to-date accounts in
stage 2 and modelling a higher probability of default to replicate a situation reflective of these falling into arrears.

(b) Fraud
The fraud overlay represents the cohort of live accounts within the vehicle finance portfolio that have been identified as fraud
custorners There is a corresponding adjustment within gross receivables for these accounts.

A breakdown of the gross receivable by internal credit risk rating is shown below:

. 2022 . _ 202

Stage 1 Stage 2 Stage 3 Total Stage t Stage 2 Stage 3 Total
Vehicle finance £m _Em  Em £m £m £m _Em_ fm
Good 145.9 20.6 - 166.% 1923 10.4 — 182.7
Satisfactory 174.1 $9.7 - 2338 170.7 324 - 2031
Lower quality 304 386 - 68.7 261 231 - 492
Below standard 0.9 50.4 452.0 503.3 R} 470 3788 426.7
Total 3510 169.3 452.0 972.3 350.2 n2.9 3788 8417

Internal credit risk rating is kased on the internal credit score of a customer at the balance sheet date, 2021 has been
represented on a consistent basis as 2022 using risk rating at balance sheet date.
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13 Amounts receivable from customers continued

Amounts receivable from customers for personal loans can be reconcited as follows:

2022 o . L2u _
stage Stage 2 Stage 2 Total Stuge | Stoge 2 Stage 3 lotal
Parsoncl loans ﬂ £Em £m __Em __£m £m £m £m
Gross carrying amount
At January 29.9 1.8 2.0 337 20.7 1.8 39 264
New financial assets originated and new
drowdowns 86.0 1.7 23 80.0 272 1.6 1.7 305
Net transfers and changaes in credit risk:
- from stage 1 to stage 2 (1.4) 14 - - (14) 1.4 - -
- from stage 1to stage 3 (16.4) — 16.4 — (0.4) - 14 -
- from stage 2 to stage | 0.4 {0.4) - - 05 0.5) — -
— fromn stage 2 to stage 3 - (1.7) 17 - - (03) 03 -
- fram stage 3 to stage ! 01 - {0.a) - 02 (0.2) —
— from stage 3 to stage 2 — — — — — 0l (on —
write offs - — {6.2) (6.2) - - {4.5) (45)
Recoveries (32.5) (11) (10.2) (43.8) (235) (1.4) (18) (26.4)
Revenue 12.0 0.4 0.7 13.1 54 04 04 72
Other movemeants — — (1.3) (1.3) 12 (13) 06 a5
At 31 December 781 2.1 5.3 85.5 29.9 1.8 2.0 337
Allewance account
At1January 3.5 0.8 1.3 5.6 36 13 24 73
Movernants through incorne staterment:
- drawdowns and net transfers and changes
in creditrisk:
- from stage 1to stage 2 {0.1) 0.7 - 08 (o) 0l - —
- frem stage 1 to stage 3 (0.9) - 35 2.6 (o7 - 05 0.4
- fram stage 2 to stage 1 — {0.1) — {0.1) — (on - {on)
- from stage 2 to stage 3 - (0.4} 0.4 — — (on 0l -
- from stage 3 to stage t - - - - — — (on (an)
- fram stage 3 to stage 2 — - — - — — - -
- other movements 2.5 {0.3) 3.2 5.4 0.1 (0.4) 22 1.9
Total movements through income statement 15 {0.1) 71 85 (o) (08) 27 21
Other movements:
- write offs - - {6.2) (6.2) — — (45) {a5)
- amounts recovered - - 1.3 1.3 - - 07 o7
Allowance account at 31 December 5.0 07 3.5 9.2 3.5 08 1.3 5.6
Reported amounts receivable
from customers at 31 December 731 1.4 1.8 76.3 26.4 10 07 281
Reported amounts receivable from custormers
at 1 January 26.4 1.0 0.7 28.1 17.1 a.b 15 191

Other movements through income statement include movements from risk tevel changes that do not result in staging
movements, charged off accounts, exited accounts and debt sales.

Anincrease of 1% of the gross exposure into stage 2 from stage 1 would result in an increase in the allowance account of £0.2m
(2021 £0.)m) based on applying the difference betwesn the coverage ratios from stage 1 to stage 2 to the movement in

gross exposure
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Notes to the financial statements continued

13 Amounts receivable from customers continued

A breakdown of the in-model and post-model overlays for personal loans is shown below:

2022 2021
Personalioans . . - _ fm__ _ Em
Core model 8.6 39
In-model overlays — _
Post-modsl| overlays 0.6 17
Total allowance account 9.2 5.6

2022 202
Descr\E!\_on - o o o £m—_ £m
In-model overlays:
Total in-model overfays - -
Post-model overlays:
Covid-19 overlay (note (a)) - 17
Cost of living (note (b)) 0.3 —
Other 03 —
Total post-model overlays 0.6 17
Total overlays 0.6 17

(a) covid-19 overlay

In December 2020, o post-model cverlay for the payment holiday population and any future take-up of payment holidays
expected in the personal loans portfolio was held, as these customars will exhibit greater losses than indicated based on the
historical experience within the core model This was updated in December 2021 as payment holidays ceased and an increased
PD for up-to-date accounts wos applied as a result of mare accounts being expected to fall into default after the removal of
the government support scheme Over the course of 2022 it became evident that the overlay was no longer required and it has

been gradually unwound during the year.
{b} Cost of living

In light of riging inflation and higher energy costs, an additional provision is required for the expacted rise in cost of living which

may impact customers’ ability to make repayments

A breakdown of the gross receivable by internal credit risk rating is shown below:

2022
Stage1 Stage 2
Parsonal loans . o %L, £Em
Good 62.3 0.6
Satisfactory 15.8 15
Lower quality - -
Tatal 781 21

Stage 3

im0

5.3

5.3

2021

Total Stagae ] Stage 2
_Efm Em £m
62.9 92 -
17.3 0.7 1.8
5.3 - -
855 29.9 18

stage 3
£m

20
20

Low-quality receivables relate to defaulted accounts and are therefore assigned as stage 3. Satisfactory receivables consist
of accounts that are above a prescribed PD cut off, dependent on the customer’s credit score. High-quality receivables consist
of accounts thot are below a prescribed PD cut off, dependent on the custormer’s credit score.
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13 Amounts receivable from customers continued

) ] 2022 2021 )
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Totat
CCD - discontinued operations . Em £Em £m £m £m £m £m  fm
Gross carrying amount
At ¥ January - - — - 769 7.9 359.4 454.2
New financial assets originated - - - — 13.8 03 - 14.1
Transfers due to changes in credit risk:
- from stage 1 to stage 2 — — — - (8.3) 83 - -
- from stage 1 ta stage 3 - — - - (16.9) - 16.9 —
- from stage 2 to stage | - - - - 14 (14) — —
- from stage 2 to stage 3 - - - - — (150) 15.0 —
- from stage 3 to stoge | - - - - 05 - {0.5) —
- from stage 3 to stage 2 - — — - - 29 (29) -
Write offs - - - - (8) (6.7) (360.1) (374.9)
Recoveries - - - — (102.4) (7.2) (41.0) (160.6)
Revenue - - - — 433 10.9 13.8 68.0
Other movements - - - — (0.2) - {0.6) (0.8)
At 31 Pecember - - - - - - - -
Allowance account
AL January - — - — 5.7 3.8 309.7 315.2
Movements through income statement:
—new financial assets originated - - - - 05 - - 05
- transfers due to changes in credit risk:
- from stage 1to stage 2 - - - - (21 2. — —
- from stage 1 Lo stage 3 — — — — (4.2) — 42 -
- from stage 2 to stage 1 — — - — 06 (0.8) — —
- from stage 2 to stage 3 - - - - - {6.9) 6.9 —
- from stage 3 to stage | - - - - 0.4 - {0.4) -
- from stage 3 to stage 2 - - - - - 24 (z2.4) -
~ rermeasurements within existing stages - - - - 71 5.9 481 591
- other moverneants - - - - — - - -
Total movements through
income statement - - - - 23 29 54.4 59.6
Other movermnents:
- write offs — - - - (8.0) (87) (3801) (3748)
- other movements - - - - - - - -
Allowance account at 31 December - - - - - - — —
Reported amounts receivable
from customers at 31 December - - - - - - - -
Reported amounts receivable
frorn customers at 1 January — - - - 2 14.1 537 139.0

As part of the closure of the CCD business the remaining receivables balance was written off at the end of 2021

The movement in directly attribulable acquisition costs included within amounts receivable from customers can be analysed

as follows:
o 2022

Credit Vehicle Personal

cards finance loans cCD
Group Em __Em £m £m
Brought forward 28.4 324 0.2 -
Capitalised 1.9 30.2 1.8 -
Amortised (1n.0) {18.3) {0.7) -
Carried forward 30.3 44.3 13 -

Group
£m

62.0
43.9
{30.0)

75.9

Credit
cards

£m

329
10.0
(135)

29.4

Vehicle

finance
Em
278
233
(18.8)

324

w0n
Personal

loans
£m

02

02

CcCD Group
£m £m
0.4 612
0z 337

(0.6) (32.9)

- 620
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Notes to the financial statements continued

13 Amounts receivable from customers continued
The impairment charge in respect of amounts receivable from custormers can be analysed as follows:

- Group

2022 2021
Imparment charge on amounts receivablo from customers i Em  Em
Credit cards 16.8 37
Vvehicle finance 40.8 446
Personal loans 8.5 2]
Total impairment charge — continuing operations 66.1 50.4
CCD - discontinued operations - 58.6
Total impairment charge 66.1 n0.0

The average effective interest rate for the year ended 31 December 2022 was 256% for credit cards (2021 24%), 29% for vehicie
finance (2021: 29%) and 28% for personal loans (2021 31%).

The average period to maturity of the amounts receivable from custerners within vehicle finance is 35 months (2021: 35 months)
and 1.7 years for personal loans (2021: 15 years). Within credit cards, for the majority of customers, there is no fixed term for
repayment other than a general requirement for customers to make o monthly minimum repayment towards their outstanding
balance. This is currently the greater of 3% of the amount owed plus any fees and interest charges in the manth and £10

14 Trade and other receivables

Group_ - o Company 7
2022 202) 2022 202

- - } Em o fm gm  Em
Trade receivables — 03 — -
Other receivables 23.0 25 23.0 -
Stack 1.6 18 - -
Finance lease receivable (note (a)) 6.2 — - —
Fair value adjustment for portfolio hedged risk - (38) - —
Amounts placed on deposit by Group undertaking - - 20.0 -
Arnounts owed by Group undertakings - - 1,083.0 1050.0
Prepayments and accrued income 19.8 18.0 1.9 32
Total trade and other receivables 50.6 8.8 1,197.9 1,0532

Amounts placed on deposit by Group undertaking represents funds placed on deposit via Vanquis Bank with the Bank
of England. On a Group basis these amounts are presented within Cash and cash equivalents

There are £nil amounts past due in respect of trade and other receivables (2021 £nil).

within the Company, animpairment provision of £104.8m {202k £105.2m) is held against amounts owed by Group undertakings
due in less than one year. This consists of performing loans of £1172.9m (2021 £1,049.6m), categorised as stage | against which

no pravision is recognised, and £104 7m (2021 £106.2m) of loans categorised as stage 3 against which a provision of £104.86m
(2021: £105.2m) has been recognised. Performing loans have no provision recognised as the loans entities have sufficient expected
cash flow to service their obligations and sufficient realisable net assets to sellin the event of a default. Non-performing loans
are close to fully provided as they have either little or no expected cash flow and are recognised at the realisable value of net assets.
The Company has assessed the estimated credit losses for these intercompany loans, as a result of which there has been a £0.6m
charge to the Company incame statement in 2022 primarily relating to the liguidation of dormant companies and other provision
movements (2021 £18.6m) (see note 32)

Stock represents cars held by vehicle finance where customer agreements have been terminated

Fair value adjustment for portfolio hedged risk in 2021 related to the hedge accounting adjustments recognised in relation to the
palance guarantee swap (see note 22). During 2022 these amounts were reclassified to amounts receivable from customers.

Amounts owed by Group undertakings are unsecured and repayable on demand or within one year, and generally accrue
interest at rates linked to SONIA,

{a) Finance lease receivable

In December 2022, the Group entered into a finance lease arrangemeant to sub lease 50% of the existing floor space of its
London office. As a result the Group now recognises a lease receivable, representing the amount of the Group's net investment
outstanding in respect of the finance lease. 50% of the corresponding right of use asset has been derecognised {see note 17)
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14 Trade and other receivables continued

{a) Finance lease receivable ccntinued

A rmaturity analysis of the amounts receivable under the finance lease is shown below:

2022 202t
£m £m
Dus withiry one yaar - -
Due between one and five years 2.9 -
Due in more than five years 39 -
Total 6.8 -
Unearned finance cost {0.8) —
Tetal lease receivable 6.2 =
Undiscounted lease payments analysed as:
2022 202
£m £m
Recoverable after 12 months 6.8 —
Recoverable within 12 months - —
Total 6.8 -
Net investment in the lease analysed as:
2022 2021
£m £Em
Recoverable after 12 moenths 6.3 -
Recoverable within 12 months (0.1 -
Total 8.2 —
The finance lease arrangement does not include variable payments. The average effective intarest rate contracted
approximates to 1L8% per annum.
No impairment provision has been recognised against the lease receivoble.
15 Investments
Grodp
2022 202
£m £m
Visa shares 10.7 a1l
Total investments 10.7 at

Visa shares

The Visa Inc shares represent preferred stock in Visa Inc held by Vanguis Bank Limited following completion of Visa Inc's
acquisition of Visa turope Limited on 21 June 2018 In consideration for Vanquis Bank Limited's interest in Visa Furope Limited,
Vanguis Bank Limited received cash consideration of £15.9m {(£12 2m) on completion, preferred stock with an approximate value
of €10.7m and deferred cash consideration of £€1.4m which was received in 2019,

During 2021 the Visa Inc shares praviously classified as fair vaiue through OC1 were reclassified as fair value through the income
statement. All fair value movemeants are prasanted within operating costs in the income statement,

The valuation of the preferred stock has been determined using the commeoen stock's value as an approximation as both classes
of stock have similar dividend rights. However, adjustments have been made for: (i) inliguidity, as the preferred stock is not
tradeable on an cpen market and can only be transferred to other Visa members; and (i) future litigation costs which could
affect the valuation of the stock prior to conversion.

As at 31 December 2022, the total fair value of £10.7m of Visa shares comprised of £4.6m of preferred stock and £8.1m of common
stock. The portion of the previously held preferred stock was converted 1o cormmon stock after the sixth anniversary conversion
event. The common stock (35,200 of Class A Common shares) was fully sold after the year end on 24 February 2023 for

$219.13 per share.
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Notes to the financial statements continued

16 Property, plant and equipment

Leasehold Equipment

lond and and

buildings vehicles Total
Group o o 7 ) . Em £Em £€m
Cost
At 1January 2022 8.9 215 30.4
Additions 1.6 2.0 3.6
Disposals (1.9) (0.3) {2.2)
At 31 December 2022 8.6 232 31.8
Accumulated depreciation and impairment
AL 1 January 2022 3.6 18.4 22.0
Charged to the income statement — continuing operations 01 27 28
Disposals (0.9) {0.4) (1.3)
At 31 December 2022 2.8 20.7 235
Net book value at 31 December 2022 5.8 25 8.3
Net book valus at 1 January 2022 5.3 3.1 8.4

The lass on disposal of property, plant and equipment in 2022 amounted to £0 9m (2021: profit of £0.3m) and includsed o profit
of £nil In respect of discontinued operations (2021 £0.4m). The loss comprised proceeds received of £nil (2021 £1.5m) less the net
book value of disposals of £0.9m (2021 £1.2m).

The charge to the income statement for continuing operations comprises depreciation.

additions in 2022 and 2021 principally comprise expenditure in respect of the routine replacement of IT equipment.
Disposals in 202) principally relate to the write off of assets no longer used including £26 4m for discontinued operations.

leaschold  Equiprmort

tand and anct

buildings vehicles Total
Growp —— . . I £m fmo Em
Cost
AT January 2021 86 56.0 64.6
Additions 0.3 1.0 13
Disposals — (35.5) (35.5)
At 31 December 2021 8¢ 21b 304
Accumulated depreciation and impairment
AT Jonuary 2021 28 463 491
Charged to the income statement — continuing operations 0.8 26 34
Charged to the income staterent — discontinued operations - 15 15
Disposals - (320) (32.0)
At 31 December 2021 38 154 220
Net book value at 31 December 2021 5.3 31 84
Net book volue at 1 January 2021 58 87 9.5
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16 Property, plant and equipment continued

Leasehold Equipment
land and and
buildings vehicles Total
Company e R £m fm __fm
Cost
At 1 January 2022 0.2 12.2 12.4
Additions — — —
Disposals - — —
At 31 December 2022 02 12.2 12.4
Accumulated depreciation
At 1 January 2022 01 1.1 n.z
Charged to the income statement - 0.3 03
Disposals - - —
At 31 December 2022 0.1 1.4 1.5
Net book value at 31 December 2022 Q. 0.8 0.9
Net book value at 1 January 2022 [¢A: 11 1.2
The profit on disposal of property, plant and equipment in 2022 amounted to £nil (2021 £0.1m) and represented proceeds
received of £nil (2021 £0.1m) less the net book value of disposals of £nil (2021; £nil).
teasehold  Eauipment
land and and
buildings vehicles Tota!
Compary R £m £m CEm
Cost
At T January 2021 0.2 123 125
Additions - — -
Disposals — (o0 {on
At 31 December 2021 02 122 12.4
Accumulated depreciation
At 1 January 2021 01 10.8 10.9
Charged to the income statement - 0.4 04
Disposals - {on) (o
At 31 December 2021 Gl m n.2
Net beok value at 31 December 2021 0.1 11 1.2
Net book value at 1 January 2021 0. 15 1.6
17 Right of use assets
Group .. fompany
2022 2021 2022 2021
- o . Em £m £m . Em
Cost
At Janudry 80.0 84.0 230 230
Additions - 0.3 — —
Cisposals {9.0) (4.3) — —
At 31 December 71.0 800 23.0 230
Accumulated depreciation and impairment
At TJanudary 321 28.0 7.7 51
Charged to the income staterment - continuing operations 9.3 81 2.6 26
Charged to ths income statement — discontinued operations - 23 - -
Disposals (2.8) (43) — -
At 3t December 38.6 32 10.3 77
Net book value at 31 December 32.4 47.8 12.7 153
Net book value at 1 January 47.9 58.0 15.3 17.9
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Notes to the financial statements continued

17 Right of use assets continued
Lease liabilities are disclosed in note 26.

All right of use assets relate to property leases.

Disposals in the year relate to a partial sub fease of the Group's offices, as discussed in note 14. The suly leased portion
of the office has been derecognised from right of use assets,

All disposals in 2021 related to discontinued operations.

18 Goodwill
Group
2022 202

B - £m £m
Cost
At 1 January and 31 December 73.3 73.3
Accumulated impairment
At 1January and 31 December 21 21
Net book value at 1 January and 31 Decenber .2 N2

Goodwill is tested annually fer impairment, or moere frequently if there are indications that goodwill might be impaired. The net
book value of goodwill relates whally to the acquisition of the vehicie finance product in 2014 The recoverable amount is determined
from a value in use calculation. The key assumptions used in the value in use calculotion relate to the discount rates and growth
rotes adopted. Management adopis pre-tax discount rates which reflect the time volue of money and the risks specific to the
vehicle finance business. The cash flow forecasts are based on the most recent financial budgets approved by the Group Board
for the next five years and extrapotate cash flows for the following five years using a terminal growth rate of 2% (2021: 2%). The
rate used to discount the forecast cash flows is 11.0% (2021: 10.6%); this represents the Company's risk-adjusted cost of capital.

No reasonably foreseeable reduction in the assumptions would give rise to an impairment and therefore no further sensitivity
analysis has been presented,

19 Other intangible assets

2022 - 200
Acquisition Computer Acquisition  Computer
intangibles software Total  intangibles software Total
: B - _Bm  Em  Em Fm £m _Em

Cost
At 1 Jonuary 75.0 435 18.5 750 778 152.9
Additions — 29.2 29.2 - 24.8 248
Disposals - {4.2) (a.2) — {592) (59.2)
At 31 December 75.0 68.5 143.5 750 435 8.5
Accumulated amortisation and impairment
At 1 January 55.0 nz2 66.2 475 601 107.6
Charged 1o the income statement — continuing operations 7.5 8.5 16.0 75 71 4.5
Charged to the income statemeant - discontinued operations - - - - 36 36
Disposals - (2.0) (2.0) - (536) {596)
At 31 December €2.5 7.7 80.2 550 .z 66.2
Net book value at 31 December 12.5 50.8 63.3 200 323 523
Net book value at 1 January 20.0 323 52.3 275 78 453

Acquisition intangibles represent the fair value of the broker relationships arising on the acquisition of Moneybarn in August 2014,
The intangible asset was calculated based on the discounted cash flows associated with vehicle finance core broker relationships
and is being amortised over an estimated useful life of 10 years.

Research and development expenditure recegnised within operating costs during 2022 was £10m.

Adiditions to compulter softwara in the year of £29.2m (2021 £24 8m) comprise £28.4m (2021: £24.2rm) of internclly generated
assets and £0.8m (2021, £0.6m) of externally purchased software.

The £28.4m (2021 £24.2m) of internally generated assets predominantly relates ta the development of systems and applications
for the credit cards and personal loans businesses.

The charge for continuing operations includes armortisation of £18.0m (2021 £13 3m) and impairment of £nil (2021: £1.3m).
The charge for discontinued eperations in 2021 included amortisation £1.0m and impairrment of £2 6m.
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20 Investment in subsidiaries

Compcmy___
2022 2021

- - - £m £rm
Cost
At | January 291.0 2578
Additions 1.4 351
Disposals (n.n (1.9}
At 31 December 230.7 2910
Accumulated impairment losses
AtT January 65.6 269
Charge to the income staterment 29.4 38.7
Disposals {(Nn.7) -
At 31 December 23.3 65.6
Net book value at 31 December 207.4 2254
Net book value at 1 January 225.4 2309

The directors consider the value of investrents to be supported by their underlying assets and cash flow forecasts.

The movements in 2022 reflect the steps taken to make a number of dormant and non-trading companies solvent in advance
of them entering members’ voluntary liguidation.

Included within the £11.4m of additions is:

- £10.3min relation to capital injections into dermant or non-trading companies as part of the preliquidation steps taken.
Dividends were also paid up 1o the Compony and intercompany balances settled resufting in an impairment charge
of £29.4m in the year before the companies were disposed; and

- £1Im (2021 £1.9rm disposal) in relation to the IFRIC 1T adjustment relating to share optionsfawards provided ta subsidiary
employaes. Under IFRIC 1, the fair value of the share options/awards issued is required to be treated as a capital cantribution
and an investment in the relevant subsidiary, net of any share options/awards that have vested.

Aninvestrment valuation review was performed at the bolance sheet date; a £28.4m (2021, £38.7m) impairment charge has been
recognised in the year. The cost, accurnulated impairment losses and carrying value of investments at 31 December 2022 are
shown below:

Accumulated
impairment  Carrying

Cost losses value
Company — - . e Em Em Em
Provident Financial Holdings Limited 196.8 - 196.8
Yes Car Credit (Holdings) Limited 28.9 (22.6) 7.3
Other 4.0 {0.7) 3.3
Net book value at 31 December 230.7 (23.3) 207.4

The following are the subsidiary undertakings which, in the opinion of the directors, principelly affect the profit or assets of

the Group or are a guaranteeing subsidiary of the Group's syndicated bank facility and certain other borrowings. A full list of
subsidiary undertakings will be annexed to the next annual return of the Company to be filed with the Registrar of Companiss
(see note 38} All subsidiaries are consolidated and held directly by the Company except for those noted below, which are held
by wholly owned intermediate companies.

Country of Class &

Campany . Actvity incorporation  of capital holding
vanguis Bank  Vanguis Bank Limited Financial services England  Ordinary 100"
Moneybarn Duncton Group Limited Financial services England  Ordinary 1007
Moneybarn Group Limited Financial services kngland  Ordinary 0a!

Moneybarn No. 1 Limited Financial services England  Ordinary jelog

Central Provident Financial Holdings Limited Interrnediate holding company England  Ordinary 100

1 Shares hald by wholly owned intormediate companias

The above companies operate principally in their country of incorporation.
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Notes to the financial statements continued

21 Retirement benefit asset

{a) Pension schemes — defined benefit

The retirement benefit asset reflects the difference between the present value of the Group's obligation to current and past
employees to provide a defined benefit pension and the fair value of assets held to meet that obligation. As at 31 December 2022,
the fair value of the assets exceeded the obligation and hence a net pension asset has been recorded.

The Group operates a defined benefit scheme: the Provident Financial Staff Pension Scheme. The scheme is of the funded,
defined benefit type. Itis now also closed to future accrual,

The scheme provides pension benefits which were accrued on afinal salary and, more recently, on ¢ cash balance basis, with
effect frorm 1 August 2021 it was fully closed to future accrual and benefits are no longer linked to final salary, although accrued
benefits are subject to statutory inflationary increases.

The scheme is a UK registered pension scheme under UK |egislation. The scheme is governed by o Trust Deed and Rules, with
trustees responsible for the operation and governance of the scheme. The trustees work closely with the Group on funding and
investrnent strategy decisions. The most recent actuarial valuation of the scherme was carried out as at 1 June 2021 by a qualified
independent actuary. The valuation used for the purposes of IAS 19 ‘Employee Benefils’ has been based on the results of the 2021
valuation ta take account of the requirements of 1AS 19 in order to assess the liabilities of the scheme at the balance sheet date.
Scheme assets are stated at fair value as at the balance sheet

The Group is entitled to a refund of any surplus, subject to tax, if the scheme winds up after all benefits have been paid
As aresult, the Group recognises surplus assets under IAS 19,

The Group is exposed to a number of risks, the most significant of which are as follows:

- Investrnent risk - the liabilities for IAS 18 purposes are calculated using a discount rate set with reference to corporate bond
yields. If the assets underperform this yield o deficit will arise, The scheme has a long-term objective to reduce the level
ot investment risk by investing in assets that better match liabilities

- Change inbond yields — o decrease in corporate bond yields will increase the liabilities, although this will be partly offset
by an increase in matching asssts,

- Inflation risk — some of the ligbilities are linked to infiation. If inflation increases then liabilities will increase, although this will
be partly offset by anincrease in assets. As part of a long-term de-risking strategy, the scheme has increased its portfolio
in inflation matched assets.

- Llife expectancies - the scheme’s final salary benefits provide pensions for the rest of members’ lives (and for their spouses’
lives). If members live longer than assumed, then the liabilities in respect of fina! salary benefits increase.

The net retirement benefit asset recognised in the balance sheet of the Group and the Company is as follows:

Group and Company

2022 207

__ B £m % £m pa
Equities 58.4 n 958 bl
Corporate bonds n3.2 22 129.7 4
Other quoted securities 348.0 67 6727 75
Cash and maney market funds 11 — 06 -
Tota! fair value of schems assets 520.7 100 8988 1G0
Present value of funded defined benefit obligation {490.0) (786.6)
Net retirement benefit asset recognised in the balance shest 30.7 nz2

Included within other quoted securities is £235m (2021 £450m) of Tiability driven investments.

The Company and the pension trustees have agreed a low-nsk investment strategy which involves hedging the inflaticn and
interest rate risks associated with the lighilities of the pension scheme, whilst also holding @ modest allocation 1o growth funds,
such as equities. This pesition is reviewed periodically by the trustees, who consult the Company as part of this process.

The vaiuation of the retirement beneafit asset has decredsed from £€112.2m at 31 Cacember 2021 to £307m at 31 Cecember 2022,
A high-level reconciliation of the movement is as follows

2022 207
Group ord Company . 7 - o ) £m ~Em
Pension asset as at 1 January 1z 80
Cash contributions made by the Group 2 4
Return on assets being held to meet pension obligations n excess of discount rate (366) (20)
Change in demographic assumptions 5 13
ncregse in discount rate used to discount future habifities 279 79
Change in inflation rate used to forecast pensions 4 (34)
Actuarial/mermbership experience v (10}
Other 2 -
Pension asset as at 31 December N nz
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21 Retirement benefit asset continued
{a) Pension schemes — defined benefit continued
The amounts recognised in the income statement were as follows:

Current service cost
Interest on scheme liabilities
Interest on scheme assets 6.5

Contributions from subsidicries -

Net credit/(charge) recognised in the income statement before exceptional past
service credit/(cost} 0.5

Exceptional past service credit — plan amendment {note 1) —
Exceptional past service credit — curtailment eredit (note 1) =

Exceptional past service credit -

Net credit recognised in the income statement 0.5

(0.9) o

15

0.8
23

1.4

Company

2022 2021

£€m Em
(1.6) (zn
(14.4) (ng)

16.% 13.0

— 27

05 18

— 15

— 0.8

- 23

05 4.1

The exceptionat credit in 2021 related to a curtailment credit of £0.8m in respect of the closure of the CCD division and ¢ £1.5m

credit in relation to the closure of the cash balance section of the scheme during the year.

The net credit recognised in the income statement of the Group and the Company has been included within operating costs,

Moverments in the fair value of scheme assets were as follows:

Group Company

2022 2021 2022 2021
[ . . R — - Em £m £m Em
Fair value of scheme assets at 1 January 898.8 9330 898.8 933.0
Interest on scheme assets 16.5 13.0 16.5 13.0
Contributions by subsidiaries - - - 27
Actuarial movement on scheme assets (366.2) (20.2) {366.2) (20.2)
Contributions by the Group/Company 2.2 4.0 2.2 1.3
Net benefits paid out (30.6) (310} {30.5) (31.0)
Fair value of scheme assets at 31 December 520.7 898.8 520.7 898.8

The Greup contributions over 2023 are expected to be £0.8m.

Movements in the present value of the defined benefit obligation were as follows:

Group and Company

Present value of the defined benefit obligation at1 January
Current service cost

Interest on scheme liabilities

Exceptional past service credit ~ plan amendrment (note 1)
Exceptional post service credit — curtailment credit {(note 1)
Actuarial movement - experience

Actuarial movement - demographic assurnptions
Actuarial movemeant - financial assumptions

Net benefits paid out

Present value of the defined benefit obligation at 31 December

2022 202
_Em_ M
(786.6)  (9533)
(1.8) (21
(14.4) ms)

- 15

- 0.8
{6.6) (10.3)

5.4 12.9

283.2 447

30.6 310
(490.0) (786.6)

The liabilities of the scheme are based on the current value of expected benefit payments over the next 80 years. The weighted

average duration of the scheme liabilities is approximately 14 years (2021 17 years).
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Notes to the financial statements continued

21 Retirement benefit asset continued
(a) Pension schemes - defined benefit continued
The principal actuarial assumptions used at the balance sheet date were as follows:

Frice inflation — RPI
Price inflation — CPI
Rate of increase to pensions in payment
Inflationary increasas to pensions in deferrnent
Discount rate

~ Group and Company

2022
%

3.26
2.75
3.05
2.75
4.80

2021
%

340
3.00
3.00
3.00

185

The pansion increose assurnplion shown above applies te pensions increcsing in poyment each yeor in line with RPIup to 5%.

Pensions accrued prior to 2000 are substantially subject to fixed 5% incredases each year. In deferment increases prior to

retirement are linked to CPL

The mortality assumptions are based on the seli-administered pension scheme (SAPS) series 3 tables (2021 SAPS series 2 tables):

- femnale non-pensioners: 105% of the ‘Middle’ table (2021 101% of the ‘All' table);
- muale non-pensicners: 105% of the ‘Middle” table (2021: 96% of the ‘Al table);
- femcle pensioners: 102% of the ‘Middle’ wble (2021 101% of the ‘Al table); and
-  male pensioners: 39% of the ‘All’ table {202): 96% of the ‘All’ table).

The above multipliers and table types were chosen following a study of the scheme’s membership. Where the multiplier is
greater than 100%, this reflects a shorter life expectancy within the scheme compared to average pension schemes, with the
opposite being true where the muitiplier is less than 100%. Also. the use of the ‘Middle’ table typically leads to slightly lower Iife

expectancy compared 1o using the corresponding ‘Al table.

Future improverments in mortality are based on the Continuous Mortality Investigation (CMI) 2021 mode! with a long-term
improvement trend of 1.00% per annum and a modest allowance (6%) for the experience during 2020 and 2021 (where mortality
was higher dus to coronavirus, which leads to lowsr assured future improvermnents in mortality] All other availoble parameters
for the mortality improvements model were adopted at the default (core) level. Under these mortality assumptions, the life
expectancies of members are as follows:

Mcﬂpi B Fgﬂcﬂe -

2022 2021 2022 2021

Grodp and Company - o ~ _ ~ - years =~ years years _ years
Current pensioner aged 6% 2.7 27 233 234
Current member aged 45 from age 65 21.6 227 24.3 246

The table below shows the sensitivity on the defined benefit obligation (not including any impact on assets) of changes
in the key assumptions. Depending on the scenaric, there would also be compensating asset movements.

Group and Cormpany

2022 202
7 o ) o o - o _ _ ; £m . Em__
Discount rate decreased by 2% (2021 0.5%) 160 64
Inflation increased by 0.1% 3 5
Life expectancy increased by one year 19 38

The actual return on scheme assets compared to the expected returnis as follows:

2022 202"
. o L _ o - £m £m )
Interest on scheme assets 16.5 13.0
Actuarial movement on scheme assets {366.2} (20.2}
Actual return on scheme assets {349.7) (72)

~ Group and Comrpany

Actuarial gains and losses are recognised through other comprehensive income in the period in which they occur.

An analysis of the amounts recognised in the statement of other comprehensive income is as follows:

Group and Comparny

2022 207

- - ,,,,Em £rn

Actuarial movement on scheme assets (368.2) (202)
Actuarial moverment on schame liabilitigs 282.0 473
Total movement recognised in other comprehensive income in the year (84.2) 271
Cumulative moverment recegnised in other comprehensive income {154.7) (705}
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21 Retirement benefit asset continued

(a) Pension schemes - defined benefit continued

The history of the net retirement benefit asset recognised in the balance sheet and experience adjustments for the Group
is as follows:

Group and Company

2022 2021 2020 2010 201
- o o £Em £m £m £m £m
Fair value of scheme assets 520.7 8988 9330 8426 788.3
Present value of funded defined benefit obligation {490.0) (786.6) (853.3) (754.6) (704.4)
Retirernent benefit asset recognised in the balance sheet 307 nzz2 797 78.0 83.9
Experience (Iosses)/goins on scheme assets:
- amaunt (£m) {366.2) (202) 1028 674 (31.3)
- percentage of scheme assets (%) {70.3) (22} no 8.0 {40)
Experience gains/(losses) on scheme liabilities:
— amount (£rm) 6.6 103 (43) (o) (1)
— percentage of scheme liabilities (%) 1.3 13 (a5) — (13)

{b) Pension schemes — defined contribution

The Group operates a Group Personal Pension Plan into which Group companies contribute a proportion of pensionable
earnings of the member (typically ranging between 5.1% and 10.6%) dependent on the praportion of pensionable earnings
contributed by the member through a salary sacrifice arrangernent (typically ranging between 3% and 8%). The assets of the
scheme are held separately from those of the Group and Company.

The Group also operates a separate pension scheme for auto-enrclment into which the Company and subsidiaries contribute
praportion of qualifying earnings of the member of 4%. The assets of the scheme are held separately from those of the Group or
the Company. The pension charge in the consolidated income staterment represents contributions paid by the Group in respect
of these plans and amounted to £8.9m for the year ended 31 December 2022 (2021: £12.1m) Contributions made by the Company
amounted to £18m (2021 £0.8m). Enil contributions were payable to the fund at the year end (2021 £0.6m).

The Group contributed £nil in 2022 into individual parsonal pension plans in the year (2021: £nil)

22 Derivative financial instruments
The Group is counterparty to three derivative financial instrurments.

The securitisation balance guarantee (front BGS) swap manages the market risk associoted with movements in interast rates
in the accounts of the securitisation. The front BGS is a bespoke over-the-counter interest rate swap that resizes in line with
changes to the size and expected maturity profile of the loans in the securitisation. Only the interest rate risk on the portfolio is
hedged; other risks such as credit risk are managed but not hedged.

The Group balance guarantee swap (back BGS) eliminates the front BGS on consolidation in the Group accounts. The front BGS

manages o risk that exists in the SPV accounts, but does not exist upon consolidation. The back BGS was transacted at histerical

rates and in compensatien the Group received cash consideration for taking on a liability.

The front and back BGS naturally hedge and no hedge accounting is applied. Hedge accounting was discontinued on the front
BGS in September 2022 with the hedging adjustrnent amortising over the remaining life of the receivables. Until terrmination,
the hedging arrangement was accounted for under IAS 38 under the portfolio hedging rules.

The Tier 2 swap is a vanilla unamortising swap that manages the Group's sensitivity to changes in interest rates arising from
long-dated fixed-rate Tier 2 capital and short-dated Bank of England reserves.

The Tier 2 swap pays annually a floating rate of daily compounded SONIA and receives a fixed annual rate of 3.521% bi-annuaily.
The swap matures in October 2026

The Group hos elected to apply fair value hedge accounting in the consolidated accounts under I1AS 38, The effectivenass of the
hedge is assessed prospectively using matched terms with a single scenario analysis. The swap has been specifically designed
to match the underlying liability. Retrospectively, the swap only experiences ineffectiveness from different interpolation bases

Group Compaony

2022 2021 2022 2021

Fair value of derivatives e £m £m  Em £rm

Securitisation balance guarantee swap na 31 - -

Group balance guarantes swap (n.9) - (1.9) -
Tier 2 swap (3.4) — {3.4)
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Notes to the financial statements continued

22 Derivative financial instruments continued

Group Company -
2022 202 2022 2021
Notional value of derivatives S fm &M £m £m
Securitisation balgnce guarantee swap 3538 3440 - -
Group balagnce guarantee swap 353.8 - 353.8 -
Tier 2 swap 200.0 - 200.0 —
Sroup Company o
2022 2021 2022 202
Fair valug adjustment for hedged risk o __Em = fm £m £m
Securitisation balance guarantee swap (Hedge accounting terminated in 2022) (7.9) (38) - —
Tier 2 swap 4.6 - 4.6 -

The unamortised fair value adjustment for the discontinued porticlio hedge of £7.8m is included within amounts receivable from
customers (see note 13). In 2021 this was presented within trade and other receivables (£3.6m) (see note 14). During 2022, £21m
of amortisation has been recognised within other income and net fair value gains

The fair value adjustment for the tier 2 swap of £4.8m is included within bank and other borrowings (see note 27)

_ Group Company
2022 202 2022 2021
Hodge incffectiverass Em £m Em £m
Securitisation balance guarantee swap (Hedge accounting terminated in 2022) (.7) (02) - —
Tier 2 swap [+A| - 0.1 -
Total (.e) {0.2) 0.1 -

£1.7m of ineffectiveness is recognised within operating costs and £0.1m within interest expense

The total Group hedge ineffectiveness of £1.6m includss a £1.8m credit in relation to hedge ineffectiveness for derivatives in
the hedging relationship offset by £0.2m charge in relation to derivatives no longerin the hedging relationships which are now
naturally hedged The only hedging relationship in the Company relates to Tier 2 swap with £0.1m ineffectiveness charge in the
year {2021 £nil).

Had hedge cccounting not been applied, the Group would recognise a total credit to the income statement of £4.4m (2021 £4.4m)
and the Company would recognise a total charge of £3.6m (2021, £nil).

23 Deferred tax
Deferred tax is a future tax liability or asset resulting from temporary differences between the accounting value of assets
and liabilities and their value for tax purposes or from tax losses carried forward at the reporting date.

Deferred tax arises primarily in respact of: (a) property, plant and equipment which is depreciated on a different basis for

tax purpeses (occelerated capital allowances); () the Group’s retirement benefit asset; (c) Vanquis Bank’s investment in the
preference shares in VISA Inc which are recognised at fair value for accounting purposes but which are taxed only on disposal,
(d) the opening balance sheet adjustments to restate the IAS 38 balance sheet to an IFRS 9 basis for which tax deductions are
available over 10 years; () tax losses carried forward to be relieved against profits in future periods; and (f) other temporary
differsncas including: (i) deductions for employes share awards which are recognised differently for tax purposes; (i) certain
cost provisions for which tax deductions are only available when the costs are paid, {iii) the opening balance sheet adjustment
in respect of the change of accounting treatment of directly attributable acquisition costs in Venquis Bank which is taxable over
10 years, (iv) the opening balance sheet adjustment in respect of the adoption of IFRS 16 'Leases’ which is deductible over the average
pericd of the relevant leases; and (v) the balance guarantea swap entered into as part of the vehicle finance securitisation.

In addition, a deferred tax liability is recognised in respect of the acquisition of vehicle finance relating primarily to the intangible
asset in respect of vehicle finonce broker relatienships which are amortised in future periods but for which tax deductions are
not available.

In 202, changes were enacted to increase the mainstream corporation tax rote from 19% to 25% with eftect from 1 April 2023.

At 3] December 2021, deferred tax balances weare remeasured at 26%, and in the case of credit cards and joans, at the combined
mainstream corporation tax rate (25%) and bank corporation tax surcharge rate (8%) of 33% to the extent that the temporary
differences on which deferred tax had been calculated were expected to reverse, of the tax 10ss was expected to be utilised,
after1 April 2023,

In 2022, further changes were enacted which, with effect from 1 Apri! 2023, reduce the bank cerporation tax surcharge rate from
8% to 3% and increase the bank corporation tax surcharge allowance, being the threshold below which banking profits are not
subject to the surcharge, from £25m to £100m.

To the extent the temporary differences on which deferred tax has been calculated are expected to reverse ofter | April 2023,
deferred tax balances at 31 December 2022 and movements in deferred tax balances during the year have therefore been

remeasured at 25% (2021 256%) and, in the case of credit cards and personal loans, at the cornbined mainstream corporation
tax rate (25%) and bank corporetion tax surcharge rate (3%) of 28% (2021 33%) except to the extent the termporary differences
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23 Deferred tax continuad
reverse when profits from credit cards and personal loans are expected to be below the bank surcharge threshald, in which case
deferred tax balances have been measured at the combined rate of 25% (2021: 33%).

Atax charge of £3.2m (2021: credit of £5.0m) represents the income statement adjustment to deferred tax as a result of these
changss and an additional deferred tax credit of £5.0m (2021 charge of £6.4m) has besn taken directly to other comprehensive
ineune inrespoct of itcms reflecled in olher comprehonsive incoma OF tho tax chargea of P2 2m (902 credit nf €5 0m) taken to
the income statement, £3.2m (2021 £5.0m) related to continuing operations and £nil (2021 £nil) to discontinued operations.
There was Fnil impact in 2022 {2021 £nil) on discontinued eperations from the change in tax rates os no deferred tox balances
were recognised in discontinued operations at 31 December 2022 (202t £nif)

The movement in the deferred tax balance during the year can be analysed as follows:

Group . L .
. - o _2022 202 Company
Continuing Discontinued Conlinuing  Discontinuad
operations  operations Total operations operations Total 2022 2021
Asset/{liability) £m £fm £m _ fm £ £ £m £m
At1January 6.9 - 6.9 121 319 440 (22.8) (14.2)
Charge to the income statement (10.2) — (10.2) — (319) (31.9) (3.8) 32

Credit/(charge) on other
comprehensive income prior to
impact of change in UK tax rate 16.0 - 16.0 (38) — (38) 16.0 (5.2)

Impact of change in UK tax rate:
- {charge)/credit to the

income statament (3.2) - (3.2) 5.0 — 5.0 (0.1) -
- credit/{charge) to other

comprehensive income 5.0 - 5.0 (6.4) — {64) 5.0 (Ba)
At 31 December 145 - 14.5 6.9 - 689 (5.3) (228)

2022

Continuing operations

Discontinued operations

Accelerated Retirement Other Acceleroted Other
capitat Visa Tax benefit temporary capital Tax temporary Total

Group cllowances shares losses IFRSY obligations differences Total clowances losses IFRS9 differences  Total Sroup
::s_se_t_/(_llcbi\ity)“ £m £m £m £m ~Em Em  £m £m £m £m Em £m Em
AU January 19 (30) 37 350 {28.0) {(27) 6.9 - — - - - 6.9
Charge ta the
incoms
statement {00} (c.a) (31) {(49) (0.5) (1.2) (10.2) - - - — - (10.2)
Credit on other
comprehensive
income prior to
change in UK
tox rate - - - — 16.0 — 16.0 - - - - - 16.0
Impact of
change in UK
tax rate:
- {charge)/credit

to the income

staterment {(0.2) 04 — (3.8} (0.2) 06 (3.2) - - - - - (3.2)
— credit to other

comprehensive

income - - - - 5.0 - 5.0 - - - - - 5.0
At 31 December 1.6 (3.0) 08 263 7.7 (3.3) 145 — - - - - 145
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Notes to the financial statements continued

23 Deferred tax continued

o B . o 2000 _ -
~ Continuing operations o o biscontinucd operations
Acceleroted Retirernent Cther Accelorated Qther

capitct Visa Tox benofit  temporary copital Tax termparary Total
Group alowances sharos  losses  IFRS @ obligotions  differences Totcl cliowonces  lossos  IFRS S differences Total Group
- ossctf(licbilty) £m £m Em £m __Em fm Emfm £m £ £m e Em
At January 10 (25) — 343 (s1) (58) 121 21 236 6.0 02 318 440
Credit/(charge)
to the income
statement 05 (14) 37  (a9) (1.0) 3l — (21) (238) (80) (02) (38) (39)
Credit{(charge)
on other
comprahensive
incorne prior
to change in
UK tax rate - 14 - - (02) - {(38) — - — — - (3.8)
Impact of
change in
UK tax rate:

- credit/(charge)
to the income
staterment 04 (05) - 58 (0.3) (02) 50 - - - - - 50

- charge to other
comprehensive
income - — — — (6.4) - (54} — — — - — (6.4)

At 31 December 19 (3.0) 37 350 (28.0) (27) 88 - - - - - 8.9

Deferred tax assets on losses and other temporary differences

At 31 Decermber 2021, there were £96.7m of carried forward UK tax losses in CCD for which it was no longer appropriate 1o
recognise o deferred tax asset as the ability to carry forward the losses for offset against future Group profits was expected to
have lapsed following the closure of the business. At 31 December 2021, no deferred tax assets were recagnised in respect of any
other tempeorary differences in CCD or in respect of the losses of the home credit business in the Republic of Ireland far similar
reasons. In 2022, £/5m of CCD deferred tax assets in respect of logses and other temporary differences which had been written
off in 2021 were reinstated as they are available for group relief in 2022 (see note 7(a)).

AL 31 December 2022, thers are £3.1m (2021: £19m) of losses carried forward in the continuing Group. A deferred tax asset of
£0.6m (2021 £3.7m) has been recognised in full on these losses at the mainstream corporation tax rate of 19% on the basis that
the Group considers it probable that sufficient future toxabie profits will be available across the Group before 1 April 2023 for the
losses to be fully utilised against Group profits. This recoverability assessment takes into account the corporate 10ss restriction rules
whereby the use of brought forward losses is restricted to 50% of relevant Group taxable profits above a £5m Group allowance.

No deferred tax asset has been recognised in respect of the Group’s capital losses carried forward of £133.0m (2021 £133.1m)
as it is not probable that future chargeable gaing will be reclised against which these losses can be utilised.

An analysis of the deferred tax liability for the Company is set out below:

- 2022 . 202
Accelerated Other Retitement Accelerated Othor  Retirernent
capital Tax temporary benefit cepital Tax  torrporory benehit
dliowances losses dilferences obligations  Total clloworees  losses  differcnces  oblgabtons  Toral
Company ;ussct,’{l\cbmly} o £m £m £m _Em £m o Em £rr £m e Em
At 1 donuary 0.4 36 1.4 {28.0) {22.6) 03 - 0.6 (151)  (142)
Credit/(charge) to the
income statement - (31 - {05) (3.6) - 36 06 (o) 32
{Charge)/credit on other
comprehansive income
prior to impact of change
in UK tax rate - - - 160 160 - - - (52) (5.2)
Impact of change in UK
tax rate
- creditf(charge) to the
ncome statement — — 0.1 (0.2) (o) ol — 0.2 (0.3) -
~ charge to other
comprehensive income - — - 5.0 50 — - - (84) (64)
At 31 December 04 068 1.6 (7.7) (s.3) 04 36 b4 (230} (228)
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24 Trade and other payables

. Group o _ Company

2022 2021 2022 2021
B __ _ o B _ . o _ _ Em _Em £m _Em
Trado payubles 6.0 125 - -
Amounts owed to Group undertakings - — 287.6 3717
Other payables including taxation and social security 4.6 62 1.4 0.5
Accruals 52,2 769 15.3 14.5
Total trade and other payables 62.8 856 3043 3867

The camounts owed to Group undertakings are unsscured and accruse interest at rates linked to SONIA. Included with the
amounts owed to Group undertakings is £272.8m (2021: £272.8m) of funding provided from the vehicle finance securitisation via
Provident Financial Heldings Limited. In 2021 £70.0m of upstream funding was provided by Vanguis Bank Limited to the Company,
this was repaid on 30 June 2022,

25 Provisions

Group Company

. 2022 2021 B 2022 2021

Scheme Others Total Scheme Othors Total Scheme Total Scheme Total
Provisions £m £m £m £rn Frn £rm £m £m £m £rm
At1January 53.5 18.6 721 65.0 26.0 g1.0 35 35 - —
Created in the year 2.6 1 3.7 5.0 17.4 224 2.6 2.6 5.0 5.0
Reclassified in the year - 1.6 1.6 - — - - - 15.0 8.0
utilised In the year (54.9) (91) {54.0) (185) {(248) (41.3) (6.0) (6.0) (165) (185)
Released in the year — {8.2) (8.2) — — — — — — —
At 31 Decernber 12 4.0 5.2 535 8.6 721 0.1 01 35 35

The Scheme of Arrangement (the Scheme): Group: £1.2m (2021: £63.5m); Company: £0.1m (2021: £3.5m)

The scheme of Arrangement was sanctioned on 30 July 2021 and will remediats all outstanding relsvant claims, as welt as
new relevant claims received before the claims submission deadline of February 2022, The objective of the Scheme was to
ensure: all customers with redress claims are treated fairly; and outstanding claims are treated consistently for all customers
who submit a claim under the Scheme. The Group witl fund legitimate Scheme claims with £50m and will cover further
Scheme-related costs. These were estimated at approximately £20m at 31 Cecember 2021 with an additional £2.8m being
recognised in 2022 for additional expected costs in supporting the dslivery of the Scheme.

Customer settlements in refation to the Scheme of Arrangement commenced in H2'22 and £54.9m of provision has been utilised.
Other provisions include:

FCA investigation into CCD: £nif (2021: £4.1m)

CCD was informed in QI'21 that the FCA had opened cn enforcement investigation focusing on the consideration of affordability
and sustainability of lending to customaers, as well as the application of an FOS decision Into the complaint handling process,

in the period between February 2020 and February 2021 Analysis of lending during the period of investigation resulted in a
prevision ef £5m being recognised in HI'21 which reflected the current best estimate of the settlement; £0.9m of this was utilised
in the second half of 2021. On 7 July, the Group received notification from the FCA that its investigation has closed and that no
further action will be taken. Conseqguently this provision was released during HI'22.

ROP provision: £2.0m (2021: £2.1m)
The Repayment Option Plan (ROP) provision principally reflects the estimated cost of the forward flow of RGP complaints more
generally which may be received and in respect of which compensation may need to be paid

Customer compliance: £2.0m (2021; £3.4m)
The custorner compliance provision relates to general customer compliance matters.

Discontinued operations: £nil (2021: £8.0m)
Anumber of smaller provisions were recognised in 2021 in relation to the closure of the CCD business which now have been fully
utilised. These were calculated based on estimated costs at the 2021 year end
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Notes to the financial statements continued

26 Lease liabilities
A maturity analysis of the leose liabilities is shown below:

Dus within ong year
Due between one and five years
BDue fn more than five years

Total
Unearned finance cost

Total lease liabilities

Group

2022
£m

n1
28.7
14.2

54.0
(4.7)
493

2021
£m

10.6
365
18.8
659

(70)

58.9

. Company

2022 2021
£m Emr
4.4 3.6
87 ne
57 65

18.8 217
(2.1) (28)
16.7 189

Right of use assets are disciosed in note 17,

Lease payments for the Group of £10.3m (2021 £11.4m) include: () capital repayments of £9.0m (2021 £8.6m); (i) interest of £1.2m
(2021 £15m), and (ji) short-term lease cash outflows of £0.1m (2021: £0.3m). At 31 Decermber 2022, the Group is also committed
to £nil (2021 £nil) for short-term leases. Total cash outllows for the Company amounted to £2.6m (2021 £3.3m) and include:

() copital repayrments of £2.2m (2021, £3.0rmy); and (ii) interest of £0.4m (2021 £0 3m).

Short-term lease cash cutflows included £nil (2021 ‘EO,Bm) in respect of discontinued operations.

27 Borrowings

Grou_p ) Cor_ﬁpcny B
2022 202 2022 2021
) £m £ro £m £
Retail depasits 1,100.6 10185 - —
Bank and other borrowings 820.0 8452 370.4 3953
Total 1,920.6 18637 370.4 3953
Fair value adjustment for hedged risk (a.8) — (4.8) -
Total reported retail deposits and bank and other borrowings 1,916.0 1,863.7 365.8 3953
{a) Facilities and borrowings
A breakdown of borrowings is shown below:
- Group .
2022 2021
. ) - o - - £m £m
retail deposits: 1,092.2 1,010.4
- accrued interest 8.4 81
Total retail deposits {note (b)) 1,100.6 1,018.5
Bank and other borrowings:
- senior bonds (note (e)) 103.5 035
- yehicle finance securitisation (note (1)) 275.0 275.0
- syndicoted bank facility - 300
- retall bonds (note (g)) 60.0 60.0
- Tier 2 {note (n)) 200.0 2000
- TFSME (note (i) 174.0 174.0
- bank overdrafts 1.0 38
- accrued interest 10.8 6.0
- arrangereant fees (4.3) (53)
Tetal bank and other borrowings 820.0 8452
Total borrowings 1,920.6 18637
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27 Borrowings continued

(b} Retail deposits

Vanquis Bank Lirited is a PRA-regulated bank and is fully funded through retail deposits. As at 31 December 2022, £1100.6m
(2021 £1,0085m) of fixed-rate, ixed-term retail deposits of six months and one, twa, three, four and five years had been taken.
The deposits in issue at 31 December 2022 have been issued at rates of between 01% and 5%.

Areconciliation of the movement in retail deposits is set out below:

2022 202
Group o ) o o - o o Em  £m
At T January 1,0185 16832
New funds received 330.0 121.8
Maturities (400.5) (206.3)
Retentions 156.% 1252
Cancellations (13.4) (18.4)
Interest 10.6 n.o
At 31 December 1,100.6 10185
(¢) Maturity profile borrowings
The maturity of borrowings, together with the maturity of facilities, is as follows:
2022 ) 2021

Borrowing Borrowing

facilities facilitics

available Borrowings avallable  Borrowings
Group . R o £m Em  Em Em
Repayable:
on demand (uncommitted) 1.0 1.0 46 38
In less than one year 9686.6 916.6 39986 38886
Between one and two years 307.0 307.0 9274 817.3
Batwesn two and five years 43811 481 4360 438.0
I more than five years 200.0 200.0 2000 200.0
Accrued interest - 19.2 — 141
Arrangement fees - {4.3) — (6.9)
Total Group 1,955.7 1,920.6 1,867.6 1863.7

Borrowings are stated after deducting £4 3m of unamortised arrangement fees (2021 £6.9m) and the additicn of accrued
interest of £19.2m (2021: £14.1m).

2022 2021
Borrowing Borraowing
tacilities facilitios

availabie Borrowings available  Borrowings
Company - o o - Em Em £m Em
Repoyable
On demand (uncommitted) - - 10 —
in less than one year 163.5 163.5 - -
Between one and two years — - 2535 1935
Between two and five years — - — -
In more than five years 200.0 200.0 200.0 2000
Accrued interest - 8.3 - 56
Arrongement fees - (2.4) - (3a)
Total Company 3632.5 3704 454% 3953

As at 31 December 2022, the weighted average period to maturity of the Group's committed facilities, including retail deposits,
was 2.0 years (2021 2.5 years) and for the Company’s cammitted facilities was 5.2 years (202140 years), Excluding retail deposits,
the weighted average period to maturity of the Group’s committed facilities was 2.9 years {2021 37 years). In line with the Group's
funding strategy to place less reliance on this source of funding, the syndicated bank facility was repaid early in March 2022
ahead of its contractual maturity in July 2023 and ct the same time was cancealled at the discration of the Group as allowed

for in the terms of the facility.

The large exposure waiver recelved in Novemier 2022 from the PRA, will allow the £1683.5m maturities of the bonds due to be
repaid in 2023, to be refinanced using retall deposits as pianned. This enables the transition towards having o funding mode!
which is predominantly retail deposit funded whilst maintaining the appropriate diversity of Higuidity sources.
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Notes to the financial statements continued

27 Borrowings continued
(¢f) interest rate and currency profite of borrowings
The interest rate exposurs on borrowings is as follows:

_Group S o Compny o
o 2922 - 2021 L ?9&7 o 200 o
Fixed Floating Total Fixed  Fleoating Total Fixed floating Total Fixed Floating Total
7 £m £m £m o Em £rn o B £m ﬁi £m £m ':_‘Dn__ o Em
Sterling 14710 449.6 1,920.6 13835 4802 1863.7 370.4 - 370.4 3660 303 3953
Euro - — - - - - - - - - - -
Total 1,471.0 449.6 1,920.6 13835 480.2 1863.7 370.4 - 370.4 3650 303 3953

All borrowings in 2022 and 2021 are in sterling therefore there in no foreign exchange exposure in the current or prior year.

(e) senior public bonds

On 4 June 2018, the Group issued £250m of five-year fixed-rate bonds carrying @ semi-annual coupon of 8.25%. In October 2021
£71.5m of the bonds which were due to be repaid in 2023 were tendered early following the Group's successful issuance of Tier 2
capital (see note 27(h)).

(f) vehicle finance securitisation

The Group renegotiated the bilateral securitisation facility in July 2021, extending the facility and achieving an improved advance
rate. At 31 December 2022 £275m had been drawn. The rates paid on the borrowings are linked to SONIA and the facility has «
maturity date of June 2024

(g) Retail bonds
The Company has one outstanding retail bond issued on the Order Book fer Retail Bonds (ORB) platform established by the
London Stock Exchange as follows:

Amount Rate
lssuc date o o - . Em B Mug{rity date
g April 2018 60.0 5.125% 9 Cciober 2023
Total Group and Company 80.0

(h) Tier2

On 7 October 2021, the Group issued Tier 2 subordinated bonds for ¢ total amount of £200m. The bonds have ¢ 10.25-year
maturity that is callable at the Group's discretion between 5 and 5.25 years, and that pays a coupon of 8.875%. The issuance was
written from the Group’s £2bn EMTN Programme as the Group diversifies and optimises its sources of capital in support of future
lending growth,

(i) TFSME

Following the onset of Covid-19, the Bank of England anncunced a resumption of the Term Funding Scheme with additienal
incentives for Small and Medium-sized Enterprises (TFSME) to provide liquidity support for the banking sector. In January 2021,
Vanguis Bank Limited completed its inaugural issue from its newly established credit card receivabls master trust. The senior
notes in the transaction have been rated AaAsf/aaa(sffAAAst by Fitch Ratings, Kroll Bond Rating Agency and Standard & Poor's
respectively and the bands are listed on the London Stock Exchange. The rated notes were accepted as eligible for use in the
Bank of England’s Liquidity and Funding Schemes, providing access to alow cost of funds, and a source for cantingent liquidity
where unutilised. The majority of the senior rated notes have now been placed as collateral with the Bank of England to support
borrowing of £174m from the TFSME at a rate of 2Ibps over bank rate. This funding is expected to be fully repaid by October 2025,

204 Vanquis Banking Group plc Annual Report and Financiol $tatements 2022



27 Borrowings conltinued
(i) Undrawn committed borrowing facilities
The undrawn committed borrowing facilities at 31 December were as follows:

o Group Company
2022 2621 2022 2021
- . £m jagal Em _Em
Expiring within one year 50.0 - - -
Expiring within one to two years — 10.0 - 600
Expiring in more than two years - - - -
Total undrawn committed borrowing facilities 50.0 0.0 - 600

The Group has committed borrowing facilities of £1,854.7m (2021 £1,963.0m) at the end of 2022 of which £50m (2021 £110m)
remains undrawn.

In order to reconcile the borrowings and the headroom on committed facilitiss shown, the facilities and borrowings in respect
of amounts repayable on demand and interest accrued and cash held on deposit should be deducted and unamortised
arrangement fees should be added back to borrowings as follows:

2022 N 20271 .

Facilities Borrowings tacilitics  Borrowings
Group - - - - o _Em__ £m £rn £€m
Total facilities and borrowings 1,955.7 1,919.0 19676 18637
Repayable on dernand (.0) (1.0) (a8) (38)
Unamortised arrangement fees - 4.3 - 689
Accrued interest - (17.6) — (143)
Total committed facilities and borrowings 1,954.7 1,904.7 1,963.0 18629
Headroom on committed facilities 50.0 oo

In line with the Group's funding strategy to place less reliance on this source of funding, the syndicate bank facility was repaid
early in March 2022, ahead of its contractual maturity in July 2023, and at the same time was cancelled at the discretion of
the Group as allowed for in the terms of the facility The Group did not require the funding and did not plan to renew the facility
on maturity.

(k} weighted average interest rates and periods to maturity
The weighted average interest rate and the weighted average period to maturity of the Group and Company’s fixed-rate
borrowings are as follows:

Group Company

2Q22 2021 2022 2021
Weighted Weighted Weighted — Weighted Weighted wWeighted Weaighted  Weighted
average average average average average average average average
interest  period to interest poriod to interest  periodto interest perod to
rate maturity rate maturity rate maturity rate maturity
Yo years % years yedars % yoars
Sterling 4. 2.3 36 27 81 5.2 81 62
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Notes to the financial statements continued

27 Borrowings continued
() Fair values

The fair values of the Group and Company’s borrowings are compared to their book values as follows:

2022 ) 20
Book value  Fair value Book value  Farrvolue
Group R o o o . L £m £m Em £m7
Retail deposits 1,00.6 1,068.7 1018.5 1,026.4
Bank loans and overdrafts 1.0 1.0 335 335
Senior public bonds 104.0 104.6 103.5 109.0
Retail bonds 60.6 60.0 805 59.9
Securitisation 274.9 286.6 2741 2889
Tier 2 201.2 187.5 2014 2146
TFSME 173.7 173.7 1722 1722
Total Group 1,916.0 1,882 18637 19045
All the above nurmbers include interest, fees and fair value adjustrment for hedged risk.
2022 ) 2020
Book value  Fairvalue Bock value  Foir value
Company o o o £t_n_ Em B £€m o Em
Bank feans and overdrafts — - 299 29.9
Senior public bonds 104.0 104.6 1035 109.0
Retail bonds 60.6 60.0 60.5 599
Tier 2 201.2 187.5 2014 2148
Total Company 365.8 3521 385.3 N34

Al the above numbers include interast and fees.

28 Financial instruments
(a) Classification and measurement

The following table sets out the carrying value of the Group’s financial assets and liabilities in accordance with the categoeries of
financiol instruments set out In IFRS 9. Assets and liabilities outside the scops of IFRS 8 are shown within non-financial assetsfliabilities:

2022 o
Nen-financial
Iterns Amortised assets/

held at FVTPL cost liabilities Total
Grouwp . T - _— . £Em £m &m ___ Em
Assets .
Cash and cash eguivalents - 464.9 - 464.9
Amounts receivable from customers - 1,896.1 - 1,896.1
Trade and other receivables - 29.2 21.4 50.6
Investments held at fair value through profit and loss 0.7 - — 10.7
Current tax asset - - 1.8 1.8
Property, plant and equipment — — 83 8.3
Right of use assets - - 324 324
Goodwill - - 71.2 .2
Other intangible assets - - 633 63.3
Retirement benefit asset - - 30.7 307
Derivative financial instruments ns3 - - n.3
Deferred tax assets - - 14.5 14.5
Total assets 22.0 2,390.2 243.6 2,655.8
Liabilities
Trade and other payables — {62.8) - (62.8)
Provisions - - (5.2) (5.2)
Lease ligbilities - (49.3) - (49.3)
Retail deposits - {1.100.6) - {(1.100.6)
Bonk and other borrowings - (815.4) - {815.4)
Derivative financial instruments (15.3) - — (15.3)
Total liabilities (15.3) (2,028.) (5.2) (2,048.6)

20 6 Vanguis Banking Greup plc Annual Report and Finencial Statements 2022



28 Financial instruments continued
(o) Classification and measurement continued

The carrying value for all financial assets represents the maximum exposure to credit risk.

02 .
Non-financici
Iteins Ao tizecl cssetsf
heold at FYTeL cost liabilitics Totel
Group N [ £m £m £m ___&m
Assets
Cash ond cash equivalents - N7 - ni7
Amounts receivable from customers - 16777 - 1677.7
Trade and cther receivables — 6.3 25 18.8
Investments held at fair vaiue through profit and loss 8.1 - - <A
Property, plant and equipment - - 8.4 8.4
Right of use assets - - 47.9 479
Goodwill - - 71.2 nz2
Other intangible assets - - 52.3 523
Retirement benefit asset - - n22 n22
Derivative financial instruments 31 - — 31
Deferred tax assets - - 6.9 6.9
Total assets 122 2417 3014 27253
Liabilities
Trade and other payables — (95.8) (95.8)
Current tax liabilities - - (38) (z8)
Provisions — — (72.1) (721)
Lease licbilities - (z89) - (589)
Retall deposits — (L018.5) — (L0185)
Bank and cther borrowings - (8452) - (845.2)
Total liakilities - {2018.2) (758) (2,0041)
Assets and liabilities outside the scope of IFRS 9 are shown within non-financial assetsflicbilities:
2022
Non-
ltems financial
held at Amortised assets/
FVTPL cost liabilities Total
Company ) - £m £m o £m £m
Assets
Cash and cash equivalents - 4.1 - 4.1
Trade and other receivables - 1,186.0 19 1,197.9
Property, plant and equipment - - 0.9 0.9
Right of use assets - - 12.7 12.7
Other intangible assets - - 2.3 23
Investrnent in subsidiaries - - 207.4 207.4
Retirerment benefit asset - — 30.7 30.7
Total assets — 1,200 2559 1,456.0
Liabilities
Trade and other payables — (304.3) - (304.3)
Provisions - - (0.0) (0.1)
Lease liabilities - (18.7) - (i6.7)
Bank and other borrowings - (365.8) - (365.8)
Derivative financial instruments (15.3) — — (15.3)
Deferred tox lichilities — - (5.3) (5.3)
Total liabilities (15.3) (686.8) (5.4) (707.5)
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Notes to the financial statements continued

28 Financial instruments continusd
{a) classification and measurement continued

2021
Non-
financial
Arnortised assets/
cost licbilitios Total
Company o £m £m £m
Assets
Cash and cash equivalents 206.5 - 206.6
Trade and other recefvables 1080.0 3.2 10532
Property, plant and equipment — 12 12
Right of use assets - 153 153
Investment in subsidiaries - 2264 2254
Retirement benefit assst - nz.2 nz.z
Total assets 1,256.6 3573 16138
Liabilities
Trade and other payables (386.7) - (386.7)
Provisions - (35) (35)
Lease liabilities (18.9) — (18.9)
Bank and ather borrowings (395.3) - (395.3)
Deferred tax habilities - (22.6) (22.8)
Total liabilities {800.9) (282) {(827.0)

(b} Fair values of financial assets and liabilities held at fair value
The Group and Company holds certain financial assets and ligbilities at fair value, grouped into Levels 1to 3 of the fair value

hierarchy on the degree to which the fair value is observable.

The following financial assets and liabilities are held at fair value:

Group
2022 2202
Levell Level2 level3 levell level2 Llevel3

) £m £m £m £m £m £m
Investrments held at fa'r value through P&L
— Visa Inc shares 6.1 - 4.6 - - oAl
Derivative held at fair value through P&L
- securitisation ba'ance guarantee swap - - na3 - - 31
— Group balance guarantee swap — - (n9) - —
- tier 2 swap - (3.4) - - -
Total 61 (3.4) 40 - - 22

Levell
£m

Cornpany

202é
Level 2 level3
Em  Em
—  {n9)
(34) -
(3.4) (1n.9)

202

Level 1 Level 2

£m

£m

Level 3
£m

Level | farr value measurements are those derlved from quoted market prices in active markets for identical assets and liabilities.
The Group holds Visa Class A Cormmon Stock in Level 1, which was converted from the preferred stock after the sixth anniversary
conversion event. The camman stock (35,200 of Ciass A Common shares) waos fully sold after the year end on 24 February 2023

for $219.13 per share,

Level 2 fair value measurements are those derived from inputs other than quoted market prices included in Level l that are
observable for the asset or liability either directly or indirectly. The Tier 2 Swap is classified as a level two instrument as it is an
over-the-counter swap that is not publicly traded, but the valuation can be easily reproduced by a third party with publicly

available information

Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset or liability that are
not based on observable market dota (unobservable inputs). The Group holds Visa preferred stock and the balance guarantee

swap in level 3.

The SPY and Group Balance Guarantee Swaps aré classed as level 3 instruments as whilst the swaps are linked 10 SONIA,
they have a non-standard repoyment curve that is tailored 1o match the expectad repayment profile of the vehicle finance

receivables This is o combination of the remaining contractual term and an assumption about prepayment rates Both of these
are deemead to be unobservable inputs with the prepayment rate being the significant input

Transfers betwean the different levels of the fair value hierarchy would be made when the inputs used to measure the fair value
no lenger satisfy the conditions required to be classified in a certain level within the hierarchy. There has been a tronsfer of £6.1m

visa Inc share from Leve! 3 to Level 1in 2022, following the conversion and subsequent sale of Class A common shares

A 5% movement on the prepayment rate would not have a matericl impact on the Group’s and Company’s profit before tax
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28 Financial instruments continued
(b) Fair values of financial assets and liabilities held at fair value continued
Visa Inc shares

The valuation has been determined using a combingtion of observable and non-observable inputs. As the commeon stock share
price of Visa Inc is readily available, this input is deermed to be obsarvable. However, certain assumptions have been made in
respect of the illiquidity adjustment to the share price and the likelinood of future litigation casts, These inputs are therefore

degltied b usighificant unubseivable hpul,

The following table sets out their movement during the year:

} Group
2022 2021
S S £m Er_m
At TJanuary a1 @32
Gain/(loss) recognised in income statement 1.6 {01)
Disposal of investment - -
At 31 December 10.7 4l

The illiquidity adjustment for the shares still held has been estimated at around 6% and the expected future litigation costs have

been estimated at around 15% of the Visa Inc share price These assumplions are consistent with 2021

The higher the illiquidity and future litigation costs the lower the fair value. The sensitivity to the unobservable inputs, in isclation,

is set out in the table below:

Sroup
2022 2021
£m £
Miquidity +/-1% 01 0l
Future litigation costs +/-1% a1 01
Interest rate swap
The Group is counterparty to three external swaps, two of which were entered into in 2022, Three swaps ore detailed below:
- Tier 2 swap: transacted to manage the interest rate risk on the Tier 2 capital;
- SPV-balance guarantes swap: transacted to manage the interest rate risk on the vehicle finance securitisation
inthe SPV's accounts; and
- Group balance guarantee swap: transacted to reverse the interest rate risk position in the Group accounts created
by the 5PV balance guarantee swap.
The Group balance guarantee swap was transacted at historical rates and, in compensation, the Group received cash
consideration for taking on a liability.
The following table sets cut the movement during the year:
Croup _ Company
2022 202 2022 2021
B £m £m £m £m
At 1 January a1 (1.3) - -
Additions at historical rates {n.7) — m.7) —
Fair value gain/{loss) recognised in income statermnant 4.4 44 (3.8) —
At 31 December (4.2) 31 (15.3) -

The fair value gain recognised in the Group's income staternent of £4.4m {2021; £4.4rm) Is before the application of hedge
accounting The effect of applying hedge accounting reduced the gain to £1.6m (2021 £0 2m). The fair value loss recognised
in the Company’s income statement of £3.6m (2021 £nil) is before the application of hedge accounting The effect of applying

hedge accounting resulted in a gain of £0.Im (2021 enil).
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Notes to the financial statements continued

28 Financial instruments continued
{c) Fair values of financial assets and liabilities not held at fair value .
The table below shows the fair value of financial assets and tiabilities not presented at fair value in the balance sheet:

2022 . 20x

Fair value Book value Fair value  Book value
Group - B _ . _E_m £m fm £m
Assets
Cash and cash equivalents 464.9 464.9 7 nii
Amounts receivable from customers 2,485.8 1,896.1 20638 16777
Trade and other receivables 50.6 50.6 18.8 8.8
Total assets 3,001.3 2,416 28003 24142
Liabilities
Retail deposits (1,068.7) (1,00.6) {(1025.4) (1018.5)
Bank and other borrowings i {813.4) (815.4) (g78.1) {845.2)
Trade and other payables (62.8) {62.8) {95.6} {g5.8)
Lease liabilities (49.3) (4%.3) {5809) (580)
Total liabilities {1,884.2) (2,028.1) (20590) (20182)

202 S

Fair value Book value Fair valuc  Book value
Company e £m_ B _£n1 . Em £m
Assets
Cash and cash equivalents 4.1 4.1 206.6 206.6
irade and other receivables 1,197.9 1197.8 1.053.2 10532
Jotal assets 1,202.0 1,202.0 1259.8 1,259.8
Liakilities
Bank and other borrowings (3521} (365.8) (413.4) {395.3)
Trade and other payables (304.3) (304.3) (386.7) (3867)
Lease liabilities (16.7) {16.7) (189) (189)
Total liabilities (6730) {686.8) (819.0) {800.9)

¥ey considerations in the calculation of fair values of those financial assets and liabilities not presented at fair value in the
balance sheet are set out below. Where thare is no significant difference between carrying value and fair value no additional
information has been presented.

The fair value of amounts receivable from customers has been derived by discounting expected future cash flows [net of
coliection costs) at the credit risk-adjusted discount rate at the balance shest date, They are categorised within Level 3 as the
expected future cash flows and discount rate are deemed to be significant unobservable inputs.

The fair value of retail deposits has been calculated by discounting the expected future cash flows ot the relevant market
interest rate yield curves prevailing ot the balance sheet date and they are categerised within Level 3 of the fair value hierarchy
as the expected future cash flows are deemed to be significant unobservable inputs.

within bark and other borrowings, tha Tier 2 capital, senior public bonds and retail bonds are classed as Level 1 as they are
valued within quoted market prices, The TFSME is ¢ floating rate instruments with a fair value equivalent to book value. The fair
value of the securitisation was calculated using a discounted cash flow and iz classed as Level 3 whilst it uses publicly available
information for the discount rate, the cash flow forecast is not publicly available,
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29 Share capital

2022 2021
Issuedand Issucd and
fully paid  fully paid

Crdinary shares of 20 8/1)p each - £m 526 52.6
- number {m) 253.8 2537

The moverment in the number of shares in issue during the year was os follows:
2022 2021
Group and Comrpcmy 7 - o o . o . o . _ m m
At1January 253.7 2536
Shares issued pursuant to the exercisefvesting of options and awards 01 al
At 31 December 253.8 2537

The shares issued pursuant to the exercise/vesting of options and awards cormprised 140,448 ordinary shares (2021: 83,755)
with a nominal value of £29,111 (2021' £17,380) and an aggregate consideration of less than £0.1m (2021: £0.1m).

Vanquis Banking Group ple sponsors the Provident Financial plc 2007 Employee Benefit Trust (EBT) which is a discretionary
trust established for the benefit of the employees of the Group. The Company has appoeinted SG Kleinwort Hambros Trust
Company (C1) Limited to act as trustee of the EBT. The trusiee has waived the right to receive dividends on the shares it holds.
As ot 31 December 2022, the EBT held 2,946,015 (2021 2,846,456) shares in the Company with a cost of £0.6m (2021 £0.8m) and
a market value of £6.6m (2021 £10.3m). The shares have been acquired by the EBT to meet abligations under the Provident
Financial Deferred Bonus Plan (previously the 2013 Performance Share Plan), the Restricted Share Plan and the Company
Share Option Plan.

30 Share-based payments

The Groupr issues share options and owards to employees as part of its employee remuneration packages. The Group operates
five equity-settied share schemes. the Long Term Incentive Schema (ITIS), the Restricted Share Plan (RSP), the Company Share
Optien Plan (CSCP), employees’ savings-related share option schemss typically referred to as Save As You Farn schemes (SAYE),
and the Deferred Bonus Plan (DBP) (previously the Performance Share Plan (PSE)).

The Group praviously operated a cash-settled share incentive scheme, the Provident Financial Equity Plan (PFEP), for eligible
employees based on a percentage of salary; ne awards have been granted since 2018

When an equity-settled share option or award Is granted, a fair value is calculated based on the share price at grant date, the
probability of the option/award vesting, the Group’s recent share price volatility, and the risk associated with the optionfaward.
Afair value is colculated based on the value of awards granted and adjusted at each balance sheet date for the probability
of vesting against performance conditions

The fair value of all optionsfawards is charged to the income statement on g straight-line basis over the vesting pericd of the
underlying optionfaward.

During 2022, awardsfoptions have been granted under the RSP/CSOF, DBPPSP and SAYE (UK) schemes {2021 awardsfoptions have
been granted under the RSP/CSOP and SAYE (UK only)).
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Notes to the financial statements continued

30 share-based payments continued

{a) Equity-settled schemes

The charge to the income statement in 2022 for equity-settled schemes was £6.Im for the Group (2021 £3.8my) and £2.8m
for the Company (2021 £1.7m). The charge included £nil (2021: £0.8m) in respect of discantinued operations.

The foir value per award/aption granted and the gssumptions used in the calculation of the equity-settled share-based
payment charges for the Group and the Company are as follows,

L w022 : 2021
Group o i L _ Rsp[csop _ DBP/PSP ~ SAYE __Resp/csOP _ SAYE
Gront date 7 Apr 2022 7 Apr 2022 50Oct 2022 18 Aug 2021 5 Get 2021
Share price at grant date (£) 2.89 2.89 175 2.43 332
Exercise price (£) — - 1.43 - 284
Shares cwarded/under option {nurmber) 2,376,546 348,91 1,447,968 1,657,986 403,204
vesting period {yeors) 3 3 3and5 3 3andb
Expected volatility - - 60.7%-61.9% 612% B15%-78.5%
Aawardfoption lite (yeors) 3 3 Upto 5 3 Upto5
Expected life {ysars) 3 3 Upto5 3 Uptos
Risk-fres rate — - 4.1%-4.2% - 05%-0.7%
txpected dividends expressed as
a dividend yield - - 8.6%-10.9% nfa 51%-6.0%
Fair value per award/option (£) 2.59 2.59 0.43—0.51 334 106-1.33

2022 L 2021

Company o _ ~ RSPISE? __L_)BPIRSiP‘_ SAYE RSP/CSOFL SAYE
Grant date 7 Apr 2022 7 Apr 2022 5 Oct 2022 18 Aug 2021 5 Oct 202
Share price at grant date (£) 2.89 2.89 1.75 3.43 332
Exercise price (£) -~ - 1.43 - 284
shares awarded/under option (number) 1,545,768 256,204 338,746 94/693 46,953
Vesting period (years) 3 3 3and5 3 3and 5
Expected volatility - - 60.7%-8619% 61.2% 615%-785%
award/option life {years) 3 3 Uptos 3 Upto5
Expected life (years) 3 3 Upto5 3 Upto5
Rigk-free rate ~ - 41%—4.2% - 0.5%-0.7%
Expected dividends expressed as a
dividend yield — — 8.6%—10.9% nfa 51%-6.0%
Fair value per awardfoption (£) 2,58 2.59 0.43—-0.51 3.34 106-133

The expected volatility is based on historical volatility over the last three or five years depernding on the length of the option/
award. The expected life is the average expected period to exercise. The risk-free rate of return is the yield on zerc coupon UK
Government bonds of a similar duration to the life of the share option.

A reconciliation of awardfshare oplion movements during the year is shown below:

RsP/csOP DBP{PSP LTS 7 SAYE
Weighted Weighted Weighted Weighted
average average average average
exercise exercise exercise exercise
price price price price
Group a Number £ Number £ Number £ Number £
outstanding ot 1 January 2022 3,588,001 - 322,99 - 840,192 — 2,835,310 215
Aworded/gromed 2,376,546 — 348,91 - - - 1,447,968 1.43
lopsed (857,811) — - - (831,785) —  (1,303,235) 2.24
Vested - —  (85,798) — - — — —
Exercisec - - — — - - (g9,891) 1.83
Outstanding at 31 December 2022 5,106,736 - 586,104 — 8,407 — 2,980,151 1.77
Exercisgble at 31 Decermber 2022 — — - - - - 20,427 2.04
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30 Share-based payments continued
{a) Equity-settled schemes continued

RSP/CSOP DBEP/PSP LTS L save

Waeightod Weightod Weightod Waoighted

average average avorage average

XSSO oxercise axercise CxXorcisg

price pricc price price

Group o Number £ Numbcrr 7 £ Mumber £ NM E,,
Outstanding at 1 January 202i 2,157,605 - 322,991 - 2,389,447 — 4,424,320 232
Awarded/granted 1657.986 - - - — - 403,204 284
Lapsad (227580) — — —  (1549,255) —  (1,774,000) 277
Exercised - — - - - — (ng,124) 1.82
Outstanding at 3i December 2021 358800 — 322,99 - 840,192 - 2,935,310 215
Exercisable at 31 December 2021 - — - - — — 84,192 538

The amounts includad in the RSP/CSOP table reflect the total amount of shares awarded under both schemes.

Share awards outstanding under the LTIS at 31 December 2022 had an exercise price of £nil (2021 £nil) and a weighted average
remaining contractual life of 0.2 years {2021: 0.3 years). Share options outstanding under the SAYE schemes at 3t December
2022 had exercise prices ranging from 143p to 501p (202i: 182p to 1,723p) and a weighted average remaining contractual life of
1.8 years (2021: 2.3 years). Share awards outstanding under the DBP/PSP schemes at 31 December 2022 had an exarcise price of
£nil {2021: £nil) and a weighted average remaining contractual life of 1.4 years (2021 1.0 years). Share awards cutstanding under
the RSP at 31 December 2022 had on exercise price of £nil (2021 £nil} and a weighted average remaining contractual lite of

17 years (2021: 2.2 years). Share awards outstanding under the CSOP at 31 Decernber 2022 had an exercise price ranging from
241p to 334p (2021: 241p to 234p) and o weighted average remaining contractual life of 1.7 years (2021 2.2 years).

Cash owards were granted under the PFEP to eligible employees that require the Group to pay armcunts linked to ¢ combination
of salary, and the financial performance and share price performance of Vanguis Banking Group ple. The credit to the income
statement in 2022 was £nil (2021 £0.5m) and the Group has ¢ liability of £nil as at 31 December 2022 (2021, £nil).

RSPICSOVP paplpsp LTS - SAYE

Weighted Weighted Weighted Weighted

average average average average

exercise exercise exercise exercise

price price price price
Cﬁorﬁnpqmy - - Nunjﬂw £ Number £ Number £ ____Egr_nber ) —£
Gutstanding at 1 January 2022 1,851,182 — 242170 - 533,449 - 331,032 2.05
Aworded/gronted 1,545,768 — 256,204 - - - 338,746 1.43
Lapsed {299,197) - - —  (533,449) — (158,759) 2.00
Vested - - {69,307) — — — — —
Transferred 12,448 — - — — — — -
Exercised — — — — _ _ _ _
Outstanding at 3] December 2022 310,201 - 429,067 - - - 510,018 1.74
Exercisable at 31 December 2022 - - — - = — - -
RSPICSOP DEF/PSF _Lms S SAYE -

Weighted Weighted Welghted Weightod

QUCTrage GVCIage avorago average

exerciso oxercise exercise crerclise

price prico price price

Company Mumber £ ~ Numbcer - Number £ Mumtbor £
Outstanding at 1 January 2021 934,625 - 242170 - 1.279,367 - 340,836 2.03
Awarded/granted 947,693 - - - - - 46,953 2.84
lapsed {101,900} - — — (775,2286) - {56,/57) 258
Transferred 70,764 — — — 29,308 — — —
Exercised — — — — — — — —
Outstanding at 31 December 2021 1,851,182 — 242170 — 533,449 - 331,032 20%
Exercisable at 31 December 2021 — — — - - — 1,204 538
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Notes to the financial statements continued

30 Share-based payments continued

(a) Equity-settled schemes continued

Share options outstending under the SAYE schemes at 3] December 2022 had exercise prices ranging from 143p to 323p
(2021:182p 10 538p) and o weighted average remaining contractual life of 2.2 years (2021: 2.3 years). Share awards outstanding
under the DBP/PSP schemes at 31 December 2022 had an exercise price of £nil (2021 £nil) and a weighted average remaining
contractual life of 1.5 years (2021 1.0 years). Share awards outstanding under the RSP at 31 December 2022 had an exercise price
of £nil (2021: £nil} and a weighted average remaining contractual life of 1.7 years (2021 2.3 years). Share awards outstanding
under the CSOP at 31 December 2022 had an exerciss price ranging from 241 to 334p (2021 241p te 334p) and a waightad
average remaining contractual lite of 1.7 years (2021 2.3 years).

There was no liability in the Group or Company in relation to the PFEP at 31 December 2022.

(b) Cash-settled scheme

Cash awards were granted under the PFEP to eligible employees that require the Group and Company to pay amounts linked to
a combination of salary, and the fingncial performance and share price performance of vanguis Banking Group plc. No awards
have been granted since 2018. The credit to the income statement in 2022 was £nil for the Group (2021: £0.5m) and £nil for the
Company (2021 £nil) The Group has aliapility of £nil as at 31 December 2022 (2021 £nil) and £nil for the Company (2021 £nil).

31 Other reserves

Share-

Profit Capital boscd Total

retained by redemption poyment  Fair value other

subsidiary reserve FeSCTVe reserve FoSErVes

%Ep B B £m S _Em £€m £m - Em
At 1 January 2021 08 36 8.4 38 14.6

Cther comprehensive incoma/f(expense):

- fair value movements transferred to income staterment (note 16) — — - (5.2) (5.2)
- tax on items taken directly to other cormprehensive income (note 7) - — — 1.4 14
Cther comprehensive expense for the year - - - (38) (3.8}
share-based payment charge (note 30) - - 3.8 - 38
Transfer of share-based payment réserve on vesting of share awards - - (48) - {48)
At 31 December 202 0.8 36 54 - 9.8
At January 2022 0.8 3.6 5.4 - 9.8
Share-based payment charge (note 30) - - 5.1 — 5.1
Transler of share-based payment reserve on vesting of share owards — — (2.5) - (2.5)
At 31 December 2022 0.8 3.6 8.0 — 12.4

The capital redemption reserve represents profits on the redemption of preference shares arising in pricr years, together with
the capitalisation of the nominal value of shares purchased and cancelled, net of the utilisation of this reserve to capitalise the
nominal value of shares issued to satisfy scrip dividend elections.

The share-based payment reserve reflects the corresponding credit entry to the curmulative share-based payment charges
made through the income statement as thera is no cash cost or reduction in assets from the charges. When options and awards
vest, that elermnent of the share-based payment raserve relating to those awards and options is transferred 1o retained eamings

The movements in 2021 through the fair value reserve reflect the transfer of investrments held at fair value through other
comprehensive income 1o fair value through P&L net of defarred tax (see note 15),

Srare-

Capital based Total

redenrption poyment other

reserva resarve resemnves

m)‘,,,,,, - o £m B £m £rm
AT January 2021 . 36 g4 10.0
Share-based payment charge (note 30) - 17 17
Transter of share-based payment reserve on vestng of share awards - (08) (08}
Share-based payrment movement in investment in subsidiaries - (18) (19)
At 31 December 2021 36 5.4 9.0
At January 2022 3.6 5.4 8.0
shore-based payment charge (note 30) - 2.9 29
Transfer of share-based payment reserve on vesting of share awards - (1.4) {1.4)
Share-based payment movement in investment in subsidiaries - 1.1 11
At 31 December 2022 3.6 8.0 1.6

2]4 Vanquis Banking Group plc Annual Report and Financial Statements 2022




31 Other reserves continued

Company distributable reserves include: (i) retained earnings, adjusted te reflect the unrealised gain on the retirement
benefit asset; (i) share-based payment reserve, net of deferred tax and the IFRIC 11 adjustment; and iii) merger reserve.
The distributable reserves do notinclude distributable reserves currently held within subsidiary companies.

32 Related party transactions

The Company recharges the pension scherme referred to in note 21 with a propoertion of the costs of administration and
professional fees incurred by the Company. The total ameunt recharged during the year was £0.3m (2021 £0.3m) and the
Company amount payable to the pension scheme at 31 December 2022 was £0.2m (2021 £0.1m).

Details of the transactions between the Company and its subsidiary undertakings, which comprise management recharges
and interest charges en intra-group balances, along with any balances outstanding at 31 December, are set out below:

— _ 2022 ; . : - 22 -
Management Interest Outstanding  Managomaent Interest  Qutstanding
recharge credit balance recharge credit balance
Company . o B £m £mr £m £m £m 79’717
vanquis Bank 19.9 1.0 a2 8.4 44 (35.8)
Maneybarn 8.5 - - 35 - -
CCD - - 25.2 36 - 8.h
Provident Financial Holdings — (56.8) 778.0 — (52.5) 7395
Other central companies (12.6} 0.3 72.6 13 - 631
Total related party transactions 15.8 (55.3) 9580.0 16.8 (482} 7835

The outstanding balance represents the gross intercompany balance receivable tof{payable by) the Campany.

In August 2020 vangquis Bank provided the Company with a £70m intercompany loan facility to allow upstrear funding. The
loan had o two-year term and an interest rate of 8.25%. The loan was fully utilised up until 30 June 2022 when it was repaid in full.
During 2022 funds were placed on deposit via Vanquis Bank with the Bank of England. The amount as at 31 December 2022 of
£90m is included in the amounts receivable from Vanquis Bank.

The 2022 outstanding balance reflects the £90m placed on deposit via Vanquis Bank, the year-end management recharges
and Group relief on trading losses which were settled shortly after the year end by Vanquis Bank The 2021 outstanding balance
also reflects the difference between the £70m loan provided and the year-end management recharges and Group relief on
trading losses.

In Decernber 2020, a new subsidiary holding company, Provident Finencial Holdings Limited (PFH), was incorporated which
simplified the intercompany relationships across the Group. As part of that process certain intercompany loans with Moneybarn
and CCD were transferrad from the Company to PFH and equivalent loans were entered into between the Company and PFH.

The following lacilities are provided from the Company via PFH to its subsidiaries: (iY £290m to Provident Personal Credit Limited,
(i) #684m facility provided to Manaybarn No. | Limited and an upwards funding facility of £386m provided from Moneybarn

No. 1 Limited to PFH; and (i} £85m facility to PFG Corporate Services Limited. A £50m and £114m facility were provided directly

to PFH from the Company. The intercompany loans accrue interest at the Company’s monthly weighted average cost of funds
plus a margin,

The net charge to the income statement for both intercompany and investment provisions in 2022 is £28.8rm (2021 F18.5m),

PFH approved and paid dividends totalling £9% 1m in 2022 (2021: £85.0m). PFH received equivalent dividends from Vanguis Bank.
Dividends were also received totalling £20.2m (2021: £3.8m) in relation to non-trading and dormant companies as part of the
preliquidation steps hafore they were placed into members’ votuntary liguidation.

There are na transactions with directors other than those disclosed in the Directors’ Remunegration Report,

33 Contingent liabilities

During the crdinary course of business the Group is subject to other complaints and threalened or actual legal proceedings
(including ciass or group action claims) brought by or on behalf of current or former ermployees, agents, customers, investors
or third parties. This extends to legal and regulatory reviews, challenges, investigations and enforcement actions combined
with tax authorities taking a view that is different to the view the Group has taken on the tax treatment i its tax returns, both in
the UK and overseas. All such material matters are pericdically assessed, with the assistance of external professional advisors,
where appropriate, to determine the likelihood of the Group incurring a liability. In those instances where itis concluded that it
is mare likely than not that a payment will be mades, a provision is established for management’s best estimate of the amount
required at the relevant balance sheet date. In some cases it may not be possible to form a view, for example becauss the facts
are unclear or becaouse further time is neaded to properly assess the merits of the case, and no provisions are held in relation
to such matters. However, the Group does not currently expect the final outcome of any such case to have a material adverse
effect on its financial position, operations or cash flows.

vanquis Banking Greup plc Annual Report and Financial Statements 2022 2] 5

SIUBWINIS |DIUDUIL



Notes to the financial statements continued

34 Reconciliation of profit/{loss) after taxation to cash {used in)/generated from operations

Group ,,,EF’TPU”V
2022 2021 2022 2001
- e o Note Em  Em £m __fm
Profit/(loss) after taxation 77.4 (321) 64.1 27
Adjusted for:
- tax charge/(credit) 7 22.0 362 (4.0) (19.5)
- finance costs 4 65.0 612 35.7 337
- exceptional costs on redemption of bonds 4 - 39 - -
- finance income - — (57.2) (517}
- dividends received 32 - - {1&.3) (88.8)
- share-based payment charge 30 5.1 38 249 17
- retirement benefit (credit}/charge prior to exceptional pension credit 21 {0.5) 0.9 (0.5) (18)
- exceptional pension credit 21 — (23) - (2.3)
- amortisation of intangible assets 19 16.0 18.2 - -
- provisions created in the year 25 37 224 2.6 50
- provisions released in the year 25 (3.6) - - -
- exceptional release of provisions 25 {a.6) - - -
- provisions utilised in the ysar 25 (64.0) (213} (6.0) (16.5)
- dapreciation of property, plant and equipment and right of use assets 16 12.1 153 2.8 30
- loss/{profit) on disposal of property, plant and equipment 18 0.9 (03} -~ -
- Ioss,/(proﬁ[) on disposal of inlangible assets 19 22 (0.4) - —
-~ profit on lease disposal 17 — (1.2} - -
- provision for investrment impairment — — 29.4 387
— provision for intercompany impairment - - (1.8) (18.8)
- hedge ineffectiveness 22 (2.7) (02) (1) -
- proceeds frorm derivatives ns - h.e -
- cumulative tair valile movements on Visa shares transferred to
income statement 15 - (62) - -
- current year fair value movements on Visa shares 15 (1.8) oA - -
- contributions into the retirement benefit scheme 21 {2.2) (a0) (2.2) (1.3)
Changes in operating dassets and liabilities:
- amounts receivable from customers {226.3) 1221 - -
- trade and cther receivables (22.8) 127 (55.5) nl
- trade and other payables (31.2) 307 (12.4) (6.3)
Cash (used in)/generated from operations {144.3) 2405 (106.6) (nog)
The increase (2021 decrease) movernent in amounts receivable from customers of £226.3m (2021 £1221m) includes the
non-cash movement in the impairment provision are set out below.
2022 202
Grog& I o o o £m o g m
Cash movement in amounts receivable from customers (217.2) 4953
Mon-cash provision movement — allowance aoccount (9.0) (3732)
Net movement in armounts receivable from customers (226.3) 1221
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34 Reconciliation of profit/(loss) after taxation to cash (used in}/generated from operations continued

The table below details changes in the Group and Company’s liabilities arising from financing activities, including both cash and
non-cash changes. Liabilities arising from financing activities are those for which cash flows were, or future cash flows will be,
clagsified in the cash flow staternent as cash flows from financing activities.

) - - B B 2022 - -
Cash changes MNon-cashchanges
Lease
fncluded additions
1January Financing tease Amortised Interest within and 3lDecember
2022 cashflows payments fees paid overdrafts Derivatives disposals 2022
Group e . Em £m Em £m gm _~ _Efm__ Em  fm  EM
Tetal borrowings (note 27) (1,863.7) (a1.6) — (7.4) (10.5) 26 4.6 —  {1,916.0)
Lease ligbilities {(note 28) (58.9) - 10.8 — (1.2) - - — {49.3)
Total {1,922.6) (a7.4) 10.8 (7.4) (4.3) 2.6 4.6 —  {1,963.7)
e - 2024 _
Cashchanges - ) Mon-cash changes
Lease
Includod additions
I January  Financing lease Amortised Intercst within and 3l December
2021 cashflows payments feos paid  overdratts  Denvatives  disposals 2021
Gowp . _ BN _fm £m £m gm __ fM _ EfM _EM  Em
Total borrowings (note 27} (2203.2) 3355 - (4.8) 1o (2.2) — - (1863.7)
Lease liabilities (note 26) (69.4) 11 — (15) - - 09 (58.9)
Total (2,2728) 3355 nl (48) 9.5 (22) — 0o (19228)
e 2022
__ Cashchanges “Non-cash changes
Included
1January Financing lease  Amortised Interest within 31December
2022 cashflows payments fees paid Derivatives overdrafts 2022
Company £m £m _Em ~ &m  £fm _&#m  £m  Em
Total borrowings (note 27) {395.3) 30.0 - (1.5) {3.6) 4.6 — (365.8)
Lease liabilities {note 26) (18.9) — 2.6 - (0.4) - - (16.7)
Total {414.2) 30.0 26 (1.5) (a.0) 4.6 - (382.5)
- . 2021 B - - -
_ Goshchenges  Men—cashchanges
Included
tJanuary  Financing Logse Amortised Intcrest within 31 Decomber
2021 cashflows payments feas paid Derivatives  overdrafts 2021
Compony - £m £m o £l - El - ‘En’j” £m B £m _Em
Total borrowings (note 27} (369.0) (223) — (13) (2.7) — — (3¢5.3)
Lease liakbilities (note 26) (219) — 23 - (0.3) — — (18.9)
Total (320.8) (223) 33 (13) (3.0) — — (4142)

35 Post-balance sheet events

Concluding in early 2023, the PRA have conducted a Capital Supervisory Review and Evaluation Process (C-SREP) of the

Group's capital requirements, based on the ICAAP approved in September 2022, The outcome is that the Group’s Total Capital
Reguirement own funds requirements has reduced by maore than a third, from 18.3% to 11.9%. Including the current regulatory
combined buffers of 3.5% (capital conservation buffer of 2. 5% and countercyclical buffer of 1.0%), the Group's overall capital
requirement has reduced by 6.4% from 21.8% to 15.4% (excluding any cenfidentiol buffers, if applicable). The reduction in capital
requirerments partly reflects the Group's successful repositioning as a specialist banking group focused on lower risk customers,
the receipt of the Core UK Group Waiver in November 2022, which enables the Group to laverags its retail deposit funding
capabilities to fund its other lending products, and the significant amount of work undertaken to strengthen the Group-wide

risk management framework.

Vanguis Barking Group ple Annua! Report and Financial Statements 2022

217

SIUBLLSINIS [BIDUBUL



Notes to the financial statements continued

36 Details of subsidiary undertakings
The subsidiary undertakings of the Group at 31 December 2022 are shown below. The Company is the parent or ultimate parent
of all subsidiaries ond they are all 100% owned by the Group

Cormpany
Company name L B . . . _ _ humber
Registered at No. | Godwin Street, Bradford BD1 25U:
Provident Financial Holdings Limited 130681852
Provident SPV Limited' 12988335
vanguis Bank Limited' 2558509
Provident Financial Management Sérvices Limited' 328933
Provident Personal Credit Limited! 1460¢1
Greenwood Personal Credit Limited' 125150
N&N Simple Financial Solution Limited' 3803565
Checdue Exchange timited' 2927947
Provident Investrments Limited 4541509
PFG Corporate Services Lirnited 13423668
Proviin Limited' 1879771
Provident Yes Car Credit Limited 4253314
Provident Financial Group Limited 194214
Yes Car Credit Limited 3450042
Aguis Cards Limited 7036307
HT Greenwood Limited' 954387
Provident Financial Trustees (Performance Share Plan) Limited 4625062
Registered at Athena House, Bedford Road, Petersfield, Harmpshire GU32 3L4:
Meneybarn Na. 1 Lirited' 4496573
Duncton Group Limited' 6308608
Monegybarn Group Limited' 4525773
Moneybam Limited 2766324
1 Companies whose immediate parent 1s not Vanguis Baking Group ple

Company
Company name ;. . B o . - o nurmber
Registered at Cf/O DWF LLP, 2 Semple Street, Edinburgh £H3 8BL:
First Tower LP (1) Limited SC122077
First Tower LP (2) Limited SC1265164
First Tower LP (3) Limited 5129388
First Tower LP (4) Limited SCN8423
First Tower LP (5) Limited SC127062
First Tower LP (8) Limited SC127488%
First Tower LP (7) Limited SC127807
First Tower 1P (8) Lirmited SCNB257
First Tower LP {9) Limited sSC8428
First Tower LP (1G) Limited SCNB426
First Tower LP (1) Limited, SCi22181
First Tawer LP (12} Limited SCI129378
Lawson Fisher Limited SC004758
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36 Details of subsidiary undertakings continued

The following companies act as a vehicle to allow the securitisation of the Moneybarn customer receivables and Vanquis Bank
Lirited’s TFSME. These companies are not owned by Vanguis Banking Group ple but form part of the consolidated Group due
to meeting the requirements of IFRS 10 ‘Consolidated financial Statements’.

Company
Lomipaty hihe . vl
Registered at bth Floor, 100 Wood Street, London, England EC2V 7EX:
Maneyiarn Financing Limited 12323134

Company
Company nome ) o S nurnber
Registered at 5th Floor, 5 Churchill Place, London, England £14 5HU:
Oban Cards 2021-1 Holdings Limited 12754762
Oban Cards 2021-1 PLC 12757121
Oban Cards Raceivables Trustee Limited 12756504
The following subsidiaries are taking an audit exemption and are therefore exempt from the requirement to the audit
of accounts under section 4784 of the Companies Act 2008,

Cormpany
Company name ) o o o o ,”M
Provident Investments Limited 4541509
N&N Simple Financial Solution Limited 3803565
Provtin Limited 1879771
Frovident Yes Car Credit Limited 4253314
Provident Financial Group Limnited 194214
Duncton Group Limited 8308608
Moneybarn Group Limited 4525773
Lawson Fisher limited SC004758
First Tower LP (1) Limited 5C122077
First Tower LP {2) Limited SCI125164
First Tower LP {3) Limited SC129388
First Tower LP {4} Limited SCU8423
First Tower LP (5} Limited SC127062
First Tower LF (8) Limited SC127489
First Tower LP {7) Limited 5C127807
First Tower LP {8) Llimited SCHa257
First Tower LP (9) timited SC118428
First Tower LP (10} Limited SCN8426
First Tower LB (1) Limited SCI122181
First Tower LP (12) Limited 5C129378
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Independent auditor’s report to the members of Vanquis Banking Group plc

Report on the audit of the financial statements

1. Opinion
In cur opinion:

the finoncial statements of Vanquis Banking Group plc
(the parent company) and its subsidiaries (the Group)
give a true and fair view of the state of the Group's and
of the parent company's affairs as at 31 December 2022
and of the Group's profit for the year then ended;

the Group financial statements have been properly
prepared in accordance with United Kingdom adopted
international accounting standards;

the parent company financial statements have been
properly preparad in accordance with United Kingdom
adopted internationdl accounting standards and

as applied in cccordance with the provisions of the
Companies Act 2008; and

the financial statements have been prepared
in accordance with the requirements of the
Companies Act 2008,

We have audited the financial statements which comprise:

the consolidated income statement;
the consolidated statement of comprehensive income;
the consolidated and parent company balance sheets;

the consolidated and parent company statements
of changes in shareholders equity;

the consolidated and parent cash flow statement,
the statement of accounting policies; and

the related notes 1to 36.

The financial reperting framework that has been applied

in their preparation is applicable law and United Kingdom
adopted international accounting standards and, as regards
the parent company financial statements, as applied in
accordance with the provisions of the Companies Act 2006.

2. Basis for opinion

We conducted our audit in accordance with International
standards on Auditing (UK) (1SAs (UK)) and applicable law,
Qur responsibilities under those standards are further
described in the auditor’s responsibilities for the audit

of the financial stotements section of our report.

Wwe ore independent of the Group and the parent company
in accordance with the ethical requirements that are relevant
to our audit of the finoncial staterments in the UK, Including
the Financial Reporting Council's (FRC's) Ethical Standard
as applied to listed public interest entities, and we have
fulfilled our other ethical responsibilities in accordance with
these requirements. The non-audit services provided to the
Group and parent campony far the year are disclosed in
note 6 to the financial statements. We confirm that we have
not provided any non-audit services prohibited by the FRC's
Ethical Standard to the Group or the parent company,

We believe that the cudit evidence we have obtained is
sufficient and appropricte to provide a basis for our opinion.

3. Summary of our audit approach

Key audit matters  The key audit matters that we identified in the current year were
- the estimation of expected credit losses in Credit Cards and vVehicle Finance; and
- the valuation of the pansion obligation.
Within this report, key audit matters are identified as follows:
Newly identified
Increased lsvel of risk

Sirnilar level of risk

Decreased level of risk

The materiality that we used for the Group and parent company financial staterments was £8.07rm

Materiality
and £5 76m respectively which was determined on the basis of 1% of net asseats.
Scoping The Group has moved from recognising two continuing operating segments to three for the current

year The Group now is organised into three continuing operating segments Credit Cards, Personal
Loans and Vehicle Finance.

Therefore, our Group audit scope focused on Credit Cards, Personal Loans and Vehicle Finance, which, ;
together with the parent company, account for 100% of the Group's net assets.

In relation to our key audit matter, the estimation of expected credit losses in Credit Cards and Vehicle

Finance specifically the in-model and post-model adjustments (IMAS{PIMAS), we understand that the

Group has contjnued to unwind the Covid-18 IMAs in Crediit Cards as expected. They have continued to

retain a cost-of-living overlay in Credit Cards and introduced one in Vehicle Finance due to the continued

economic uncertainties including the higher inflationary environrment. As ¢ result, we have focused our

key audit matter to the valuation of the cost-of-living averlays rather than focusing on all IMAs/PMAS for

this year's audit. We no longer consider the significant increases in credit risk (SICR) to be a key audit

matter for Vehicle Finance. This is due to no revisions being made to the SICR model during the year.

significant
changesin
our approach
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4. Conclusions relating to going concern
In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of accounting
in the preparation of the financial statements is appropriate.

Our evaluation of the directors’ assessment of the Group's and parent company’s ability to continue to adopt the going concern
basis of accounting included:

CralUdting mmanuygenienl’s yuing conicer i ussesaienl, whiich includes slioss lestingg uod puinl wul nune viabilily (Folv)
analysis as well as consideration of the transformation projects ongoing across the Group, in order to understand, evaluate
and assess the key judgements made by management;

- obtaiming an understanding of relevant controls around management's going concern assessmeant and the forecasting
process at both a divisional and Group level,

- inspecting correspondence with regulators to understand the capital and liguidity requirements imposed on the Group
by the Prudential Regulation Authority (PRA), and evaluated any changes to those requirernents,

- with involvement of our prudential regutation specialists:

- reading the most recent internal Capital Adequacy Assessment and Intsrnal Liquidily Adequacy Assessment, assessing
management’s capital and liquidity projections, assessing the results of management's capital and liquidity stress
testing and evaluating key assumptions and methaods used in the capital and liquidity stress testing models; and

- assessed and evaluated the forecasts, including reconciling opening capital and liquidity ratios to the year-end
Common Reporting Framework regulatory submissions and assessing whether the year-end balance sheet within the
model was consistent with the audited position; and

- assessing the appropriateness of the disclosures made In the financial statements

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

in relation to the reporting on how the Group has applied the UK Corporate Governance Code, we have nothing material to add
or draw attention to in relation to the directors’ statement in the financial statements about whether the directors considered
itappropriate to adopt the going concern basis of accounting. Our responsibilities and the responsibilities of the directors with
respect to going concern are described in the relevant sections of this report.

5. Key audit matters

Key audil matters are those matters that, in our professional judgement, were of most significance in our audit of the financial
statements of the current period and include the most significant assessed risks of material missiatement (whether or not
due to fraud) that we identifiad These matters included those which had the greatest effect on: the overall audit strategy,

the allocation of resources in the audit; and directing the efforts of the engagement team.

These matters were addressed in the context of our audil of the financial staterments as a whole, and in forming our opinion
thereon, and we do not provide o separate opinion on these matters.

5.1. Estimation of expected credit losses in Credit Cards and Vehicle Finance

Key audit matter  The Group holds portfolios of receivables from credit card, personal loans and vehicle financing
description arrangements, totalling £1,896.1m (2021: £1,677.7m), net of provisions. whilst the Group's provision for
impairment against amounts receivable from customers is £606.8m (2021 £614.9m).

within Credit Cards, management has recognised a total ECL provision of £270.4m as at 31 December 2022
(2021 £353.8m) on gross receivables of £1,452.0m (2021 £1,417.2m).

within vehicle Finance, management has recognised o total ECL provision of £326.2m as at 3i December 2022
(2021 £255.5m) on gross receivables of £872.3m (2021 £841.7m).

The IFRS 8 expected credit losses on amaunts receivable from customers are caloulated by modelling
expected credit performance of the receivables’ portfolios. The underlying modelling techniques are
complex and require management to make significant judgements regarding the quantum and timing
of expected future cash flows to calculate expected credit iosses. Provisions for expected credit josses
are an area of management judgement where there is a risk of fraud due to the potential ability of
management to introduce inappropriate bias to judgements made in the estimation process

IFRS 8 requires that an impairment assessment should be the best estimate of expected credit losses
and that reasonable forward-locking information should be incorporated into the calculation as

at the balance sheet date. The ongoing impacts of the cost-of-living crisis, alongside uncertainties

n the macroeconomic environment and inflationary pressures, mean there exists a wide range of
scenarios with different loss outcomes. The key economic variables relevant for the Group's portfolio
were determined to be the hazard rate, which is the likelihcod of shifting from employment to
unemployment in & given time period, and debt-te-income (DT1) ratios. The hazard rate is not a widely
used variable for which forecasts are published; however, there is a strong correlaticn between hazard
rates and unemployment such that hazard rates can be pradicted based on unemployment forecasts.
There is significant judgement in determining the probability weighting of the scenarios adopted

by management and the associated assumptions.

Vanquis Banking Group plc Annual Report and Financial Statements 2022 22]

SJUBLLISIDIS |DISUDULY



Independent auditor's report to the members of Vanquis Banking Group plc continued

5. Key audit matters continued

5.1. Estimation of expected credit losses in Credit Cards and Vehicle Finance continuad

Key audit matter
description
continued

How the scope
of our audit
responded to the
key audit matter

Key observations

Control procedures

The expected cradit lass provision estimate is driven by account-specific estimation of probability
of default (PD), exposure at default (EAD) and loss given default (LGD) which represent the key areas
of judgement. Across both Credit Cards and Vehicle Finance, we have focused our key audit matter
to racroeconomic inputs and Cost-of-Living {(Col) post-model adjustments (PMAs). Management
has recognised a £10.5m (2021 £7.8m) PMA for Col. The PMA is based on management judgement
inlight of the current economic environment and is supported by scenano modelling techniques.

For Credit Cards, we have also focused our key cudit matter to the significant changes in credit risk (SICR)
thresholds and 12-month probability of defoult (12m PD) recalibration. The key judgement in relation

to SICR is around the determination of the point at which a relative change in PD constitutes a SICR.
Whilst historical data can be used to inform these thresholds it also requires significant management
judgement to determine the criteria that best evidences this SICR. Management has recalibrated the
12m PD model and SICR thresholds this year, which has resulted in a £50m reduction in the Credit Cards
expected credit loss.

Further detail in regpect of these is set out in the statement of accounting policies, in the amounts
receivables from customers note of the financial stotements and also within the Strategic Report

within Credit Cards and Vehicle Finance we obtained an understanding of relevant controls relating
to the identification, valuation and recording of expected credit losses

Substantive procedures

We obtained an understanding of the methodology changes in the IFRS 9 models in Credit Cards
relating to the SICR and 12m P recalibration. We involved our credit risk modelling specialists to assist
in our assessment and challenge of management’s methodology and assessed these methodology
changes against the requirements of IFRS 8. In performing these pracedures, we further considered
whether there were any indicators of bias in the methodology applied by management or in the
estimation of the amount and timing of expected future cash flows, through a stand xack assessment
performed on the ECL coverage ratios derived from the models. In addition, we have tested that the
methodology changes have been reflected in the modeils through assessment of the underlying scripts,
tested the completeness and accuracy of the data used to form the 12m PD and SICR thresholds and
evaluated manogement's conclusions regarding the appropriateness of the changes in the current
macroeconomic environment,

In respect of the macroeconomic scenarios applied we involved our economics specialist to assess

the appropriateness of the shape of the hazard rate and DTl curves and the respective weightings
attached to the curves, whilst also testing the underlying data used in this assessment for completeness
and accuracy.

We benchmarked the underlying unemployment economic variables cgainst various external sources
including His Majesty's Treasury forecasts, Prudential Regulation Authority, Office for National Statistics,
and other available data

In respect of the Cost-of-Living PMA for Credit Cards and Vehicle Finance, with involvement of cur
credit modelling specialists we assessed the appropriateness of the methodology and assumptions
applied by management in determining the value of the Col adjustment. This included performing
benchmarking of the ECL against pesrs to inform our assessment and evaluating the results of the
scenario modeling techniques performed by management and the appropriateness of the underlying
assumptions. We also evaluated management’s credit risk monitering analysis to determine whether any
significant deteriorgtion in customer performance has occurred to date.

Based on our substantive testing we found that the provision for expected credit losses in Credit Cards
and Vehicle Finance is appropriate. We considered the macregconomic assumptions and weightings
and the assumptions underpinning the Cost-of-Lliving PMAs to be reasonable in both Credit Cards

and Vehicle Finance. Within Credit Cards, we considered the SICR thresholds and 12m PD recalibration
to be appropriate.
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5. Key audit matters continued

5.2. Valuation of the pension obligation

Key audit matter

description

How the scope
of our audit

responded to the
key audit matter

Under I1AS 19, the value of the defined benefit pension scheme is 1o be recognised on the Group's
pbalance sheet, reflecting an actuarial vatuation of the assets and liabililies of the scheme at the
balance sheet date, |he valuation of the pension obligation invalves judgements In relation to ntiation,
discount and maortality rates. The most critical element identified was the discount rate assumption

as set out in the sensitivity analysis in note 21. The valuaticn of the pension obligationis an area of
maonagement judgement where there is a risk of fraud due to the potential ability of management

to intreduce inappropriate bias to judgements made in the valuation process

The pension obtigation is £490.0m as at 31 December 2022 (2021: £786.6m). Further detailin respect of
these assumptions is set outin the statement of accounting policies, the retirement benefit asset note
in the financial statements and within the Audit Committee Report.

We obtained an understanding of the relevant controls surrounding the determination of the discount
rate and other inputs used in the pension valuation.

We involved our actuaricl specialists to assist us in evaluating the appropriateness of the principal
actuarial assumptions used in the calculation of the pension obligation being the discount rate,
mortality rates and inflation rates. We clso challenged and benchmarked management’s assuamptions
against those used by arange of organisations as at 31 Decermber 2022 and considered the consistency
of those judgements compared with the prior year.

Key observations

All assumptions, including the discount rate adopted by management, are within what we considered
to be an ccceptable range.

6. Our application of materiality

6.1. Materiality

We define materiality as the rmagnitude of misstatement in the financial statements that makes it probable that the economic
decisions of a reasonably knowledgeabte person would be changed or influenced, We use materiality both in planning the
scope of our audit work and in evaluating the results of our work.

Based on our professional judgement, we determined materiality for the financial statements as o whole as follows:

Materiality

Basis for
detarmining
materiality

Rationale for
the benchmark
applied

Group financial statements Parent company financial statements

£6.07m (2021 £6.32m) £5.76m (2021 £6.00m)

1% of net assets (2021:1% of net assets) capped
at 95% of Group materiality

1% of net assets (2021: 1% of net assets)

Our benchmark upon which materiality is determined is consistent with the prior period We determined
that net assets centinue to be a more stable and relevant measure used by investors, regulators and
stakeholders when assessing the performance and longer-term prospects of the Group and parent
company as well as the importance of net assets to the Group's reguldatory capital position.

Net assets
£607.2m

Net assets

Group materiality
£6.07mM

Component
materiality range
£0.02m to £6.76m

Audit Committee
reporting
threshold

£0.30m

Group materiality
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Independent auditor’s report to the members of Vangquis Banking Group plc continued

6. Our application of materiality continued

6.2. Performance materiality

Wwe set performance materiality at a level lower than materiality to reduce the probability that, in aggregate, uncorrected
and undetected misstatements exceed the materiality for the financial statements as a whole.

Group financial statements Parent company financial statements
Performance 70% (2024 70%) of Group materiality 70% (2021 70%) of parent company materiality
materiality
Basis and In determining performance materiality, we considered a number of factors, including: our understanding
rationale for of the cantrol envirenment and controls reliance obtained; our understanding of the business; and the
determining number of uncorrected misstatements identified in the prior year.

performance
materiality

6.3. Error reporting threshold

we agreed with the Audit Committee that we would report to the Committee all gudit differences in excess of £0.30m (2021: £0.32m),
as well as differences below that threshold that, in our view, warranted reperting on qualitative grounds. We alsa report to the Audit
Committee on disclosure matters that we identified when assessing the overall presentation of the financial statements

7. An overview of the scope of our audit

7.1. ldentification and scoping of components

The Group is erganised into three continuing operating segments: Credit Cards; Personal Loans and Vehicle Finance. Qur
Group audit was scoped by obtaining an understanding of the Group and its envirenment, including Group-wide controls,

and assessing the risks of materiol misstatement at the Group level. Therefere, cur Group audit scope focused on Credit Cards,
Personal Loans and Vehicle Finance, which, together with the parent company, account for 100% of the Group's net assets.
Credit Cards, Personal Loans and Vehicle Finance are audited by separate engagement teams led by the Group audit partner.

7.2. Our consideration of the contrel environment

We identified the financial reporting, lending and deposit business cycles to be the most relsvant to the cudit, including the
identification, valuation and recording of expected credit Icsses. We were able to take a controls reliance approach over the
Credit Cards segment deposit business eycles and credit card lending and with involvement of our IT specialists we tested and
relied upon IT controls across the aforementionead credit card lending and deposit systerms identified. Credit Cards cutsources
the processing of customer deposits and card transaction processing to a third party We involved our [T specialists to review
the service cuditor's report. We have shared observations from our procedures with monogement and the Audit Committee.
The assessment of the Group's internal control envircnment is set out on pages 103 1 107,

7.3. Our consideration of climate-related risks
In planning our audit, we have considered the potential impact of climate change on the Group's business and its
fingncial statements,

The Group continues to davelop its assessment of the potential impacts of climate change which is currently being considered
using three scenarios: early action, late action and ne additional action, as explained in the Strategic Report. Management has
perforrmed forward-looking gualitative and quantitative scenario analysis to explore the potential range of climate chonge
implications on the Group. Over the next year, management will continue to enhance their quantitative assessment of the
potential financial impacts of climate change on the Group.

As part of our audit, we have obtained management’s climate-reloted risk assessment and held discussions with the Head of
Sustainability, the Chief Risk Officer and finance to understand the process of identifying climate-related risks, the determination
of mitigating octions and the impact on the Group’s financial statements Management has identified there to be no matenat
impact arising from climate change on the judgements and estimates made in the financial statements as explained in the
statement of accounting palicies note on page 163,

We performed our own gualitative and quantitative risk assessment of the potential impact of climate change material
misstatement. Our procadures included reading disclosures included in the Strategic Report with the involvernent of our climate
change and sustainability specialists and cudit team consideration as to whether they are materially consistent with the
financial statermnents and our knowledge obtained in the audit We also evaluated whether appropriate disclosures have been
made in the financial statements.
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8. Other information
The other information comprises the information included in the Annual Report, other than the financial staternents and our
Auditor’s Report therean. The directors are responsible for the other information contained within the Annual Report.

Qur opinion on the financial statements does not cover the other infermation and, except to the extent otherwise explicitly stated
inour report, we de not express any form of assurance conclusion thereon.

Our respansibility is Lo read the olther infonmalion and, in doing se, consider whether the other intormation is materially
inconsistent with the financial statements or our knowledge obtained In the course of the audit, or otherwise appears to be
materially misstated.

If we identify such material inconsistencies or apparent material misstatements, we are required to determine whether this gives
rise to a material misstalerment in the financial staternents themselves. If, bused on the waork we have performed, we conclude
that there is a material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

9. Responsibilities of directors

As explained more fully in the directors’ responsibilities statemnent, the directors are responsible for the preparation of the financial
stotements and for being satisfied that they give a true and fair view, and for such internal control as the directors determine

is necessary to enable the preparation of financial statements that are free from material misstatement, whether due to

fraud or error.

In preparing the financial staternents, the directors are responsible for assessing the Group's and the parent company's ability
to continue as a going concern, disclosing as applicable, mattars related to going concern and using the going concern basis
of aecounting untess the directors either intend te liguidate the Group or the parent company or Lo cease operations, or hove
no realistic alternative but to do so

10. Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial staternents as o whole are fres from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance
is a high level of assurance but is not o guarantee that an audit conducted in accordance with 15As (U K) will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or
in the aggregate, they could recsonably be expected to influence the economic decisions of users token on the basis of these
financial statements.

Afurther description of our responsibilities for the audit of the financial statements is located on the FRC's website at:
www.fre orguk/auditorsresponsibilities. This description forms part of our Auditor's Report.
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Independent auditor's report to the members of vanquis Banking Group plc continued

1. Extent to which the audit was considered capable of detecting irregularities, including fraud
Irragularities, including froud, are instances of non-compliance with laws and regulations. We design procedures in line with our
responsinilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. The extent to which
our precedures are capable of detecting irregularities, including fraud is detailed below.

11.1. Identifying and assessing potential risks related toirregutarities
inidentifying and assessing risks of meterial misstaternent in respect of irregularities, including fraud and non-cormpliance
with laws and regulations, we censidered the following:

— the nature of the industry and sector, control environment and business performance inciuding the design of the Group’s
remuneration policies, key drivers for directors’ remuneration, bonus levels and performance targets;

— results of our enquiries of management, the directors and the Audit Committee about their own identification and
assessment of the risks of irregularities, including those that are specific to the Group's sector;

- any motters we identified having obtained and reviewed the Group's documentation of thelr poficies and procedures
relating to:

- identifying, evaluating and complying with laws and regulations and whether they were awdre of any instances
of non~compliance;

- detecting and responding to the risks of fraud end whether they have knowledge of any actual, suspected
or glleged froud; and

- theinternal controls established to mitigate risks of fraud or non-compliance with laws and regulations; and

- the matters discussed among the cudit engagement tearn and relevant internal specialists, including tax, valuations,
pensions, share-based payments, data analytics, infarmation technology, prudential regulatory, climate change and
sustainability specialists, forensic, macroeconomic and credit risk modelling specialists, regarding how and where fraud
might occur in the financial staternents and any potential indicators of fraud.

As aresult of these procedures, we considered the opportunities and incentives that may exist within the organisation for fraud
and identified the greatest potential for fraud in the following dreas: the estimation of expected credit losses in Credit Cards
and Vehicle Finance and valuation of the pension obligation. in common with all audits under I1SAs (UK), we are also required to
perform specific procedures to respond to the risk of management override.

We also obtained an understanding of the legal and regulatery frameworks that the Group operates in, focusing on provisions
of those laws and regulations that had a direct effect on the determination of material amounts and disclosures in the financial
statements. The key laws and regulations we considered in this context included the UK Companies Act, Listing Rules, pension
legislation and tax legislation.

In addition, we considered provisions of other laws and regulations that do not have a direct effect an the financial stotements
but compliance with which may e fundamental to the Group's ability to operate or to avold a material penalty. These included
the regulation set by the Financial Conduct Authority and the Prudential Regulation Authority relating to the Group's regulatory
capital and liquidity reguirements.

11.2, Audit response to risks identified

As aresult of performing the above, we identified estimation of expected credit lasses in Credit Cards and Vehicle Finance and
valuation of the pension obligation as key audit matters related to the potential risk of fraud. The key cudit matters section of our
report expiains the matters in more detail and also describes the specific proceduras we performed in response to those key
audit maotters,

In addition to the above, our procedures to respond to risks identified included the following:

- reviewing the financial statement disclosures and testing to supporting docurmentation to asgess compliance with
provisions of relsvant laws and regulations described as having a direct effect on the financial statements;

- enguiring of management, the Audit Committee and in-house legal counsel concerning actual and potential litigation
and claims;

- performing analytical procedures to identify any unusual or unexpected relationships that may indicate risks of material
misstatement due to fraud;

— reading minutes of meetings of those charged with governance, reviewing internal audit reports and reviewing
correspondence with regulatory bodies such as the Prudential Regulation Authority, the Financial Conduct Authority
and HMRC; and

- inaddressing the risk of fraud through management override of controls, testing the appropriateness of journal entries and
other adjustments; assessing whether the judgernents made in making accounting estimates are indicative of a potential
bias, and evaluating the business rationale of any significant transactions that are unusual or outside the normal course
of business.

We also communicated relevant identified laws and regulations and petential fraud risks to all engagement tearm members
including internal specialists, and rermained alert 1o any indications of fraud or non-compliance with laws and regulations
throughout the audit.
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Report on other legal and regulatory requirements

12. Opinions on other matters prescribed by the Companies Act 2006
In our opinion the part of the directors’ remuneration report to be audited has been properly prepared in accordance
with the Companies Act 2006.

In nir apinion, based on the veark wnder laken o Uig Luutse of Wie audit;

- theinformation given in the Stralegic Report and the Directors' Report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and

- the Strategic Report and the Directors’ Report have been prepared in accordance with applicable legal requirements.

In the light of the knowledge and understanding of the Group and the parent company and thelr environment obtained in the
course of the audit, we have not identified any material misstatements in the Strategic Report or the Directors’ Report.

13. Corporate Governance Statement

The Listing Rules require us to review the directors’ statement in relation to geing concern, longer-term viability and that part of
the Corporate Governance Statement relating to the Group’s compliance with the provisions of the UK Corporate Governance
Code specified for our review.

Based on the work undertaken as part of our audit, we have concluded that each of the following elements of the Corporate
Governance Statement is materially consistent with the financial statements and our knowledge obtained during the audit

- thedirectors’ statement with regards to the appropriateness of adopting the going cencern basis of accounting and any
material uncertainties identified;

- thedirectors’ explanation as to its assessment of the Group's prospects, the period this assessment covers and why the
pericd is apprepriate;

=~ thedirectors’ statement on fair, balanced and understandable,
— the Board's confirmation that it has carried out a robust assessment of the emerging and principal risks;

~ the section of the Annual Report that describes the review of effectivenass of risk management and internal control
systems; and

- the section describing the work of the Audit Committee.

14. Matters on which we are required to report by exception
14.1. Adequacy of explanations received and accounting records
Under the Companies Act 2006 we are required to repaort to you if, in our opinion:

- we have not received all the information and explanations we reguire for our audit; or

— adeguate accounting records have not been kept by the parent company, or returns adeguate for our audit have not been
received from branches not visited by us; or

- the parent company financial statements are not in agreemsant with the accounting records and returns,
We have nothing to report in respect of these matters

14.2, Directors’ remuneration

Under the Companies Act 2006 we are also required to report If in cur opinion certain disclesures of directors’ rermuneration
have not been mada or the part of the directors’ remuneration report to be audited is not In agreement with the accounting
records and returns.

We have nothing to report in respect of these matters
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independent auditor’s report to the members of Vanquis Banking Group plc continued

15. Other matters which we are required to address

16.1. Auditor tenure

Following the recommendation of the Audit Committee, we were appointed by the directors on 29 June 2012 to audit the
financial statements for the year ending 31 December 2012 and subsequant financial petiods. The period of tatal uninterrupted
engagement including previous renewals and reappointments of the firm is I years, covering the years ending 31 December 2012
to 31 December 2022

15.2. Consistency of the audit report with the additional report to the Audit Committee
Our cudit opinion is consistent with the additional report to the Audit Committee we are reguired o provide in accordance
with 1SAs {UK).

16. Use of our report

This report is made solely 1o the Company's members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act
2006. Our audit work has been undertaken so that we might state to the Company's memibers those matters we are required to
state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not aceept or assume
responsibility to anyene other than the Company and the Company’s membérs as a body, for our audit work, for this report, or
for the opinions we have formed.

As required by the Financial Conduct Authority (FCA) Disclosure Guidance end Transparency Ruie (DTR) 4.114R, these financial
statements form part of the Furopean Single Electronic Format (ESEF) prepared Annual Financial Report filed on the Nationat
Storage Machanism of the UK FCA in accordance with the ESEF Regulatory Technical Standord (ESEF RTS). This Auditor's Report
provides no assurance aver whether the annual financial report has been prepared using the single electronic format specified
inthe ESEF RTS.

Kieren Cooper (Senior statutory auditor) —
For and on behalf of Deloitte LLP v( 5 t e
Statutory Auditor ' '

Birmingham, United Kingdom
30 March 2023
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Alternative performance measures

In addition to statutory results and KPls reported under Internatianal Financial Reporting Standards {IFRS), the Group provides
certain alternative performance measures (APMs). These APMs are used internally by managerent and are also deemed halpful
inunderstanding the Group's performance. These non-statutory measures should not be considered as replacements for

IFRS medsures.

Changes to terminology and alternative performance measures

INline with our confinued repasitisming o g specialist Loking group, wo havo laken the decisionin the current year to change the
presentation of our income statement to align with the wider banking industry. See page 153 In the statement of accounting policies
for further delails on the change in presentation. In line with these changes and to more closely align to cur peers in the industry,
the Group has implemented updated APMs to provide more relevant and reliable infermation for stakeholders, The changes to
APMs are summarised below and all presented APMs have been retrospectively re-presented in line with these changes. Unless
stated below all other APMs are presented consistently with prior years

New termiﬂ&k)gy ~

Netinterest margin (£) - Interest income less interest
expense, excluding exceptional items for the 12 months ended
3] December

Risk-adjusted income (£} - Total Income, excluding exceptional items
less impairment charges for the 12 rmonths ended 31 Decemizer

Previous terminology

Net interest margin (£} - Total revenue less interest expense,
excluding exceptional items for the 12 months ended
31 becember

Risk-adjusted margin (£) - Net interest margin, excluding exceptional
iterns less impairment for the 12 months ended 31 December

NewAPM

Previous APM

Average gross recejvables - Average of gross customer interest
earning balances for the 13 months ended 31 December

Net interest rargin (NIM) — Interest income less interest expense,
excluding exceptional items for the 12 months ended 31 December
as a percentage of average gross receivables

Risk-odjusted margin - Total income, excluding exceptional items
less impairment charge for the 12 montbs ended 31 December as
a percentage of average gross reccivables

Asset yield - Interest income for the 12 months ended 31 December
qas a percentage of average gross receivables

Interest margin - Inlerest expense, excluding exceptional items
for the 12 months ended 31 Decernber as a percentage of average
gross recelvables

Cost of risk — Impairmoeont charges for the 12 months ended
31 December as a percentage of average gross receivables

Costincome ratio — Operating costs, excluding exceptional items
a3 a percentage of total Income, excluding exceptional items for
the 12 months ended 31 December

adjusted return on assets (ROAY - Adjusted profit after tox for the
12 months ended 31 December as a percentags of average total
assets for the 13 months ended 21 December

Adjusted return on equity (ROE) - Adjusted prafit after tax net of fair
value gains for the 12 months ended 31 December as @ percentage
of average ad|usted equity for the 13 months ended 31 December.
Adjusted equity is stated ofter deducting the Group's pension

asset, net of deferred tax, and the fair value of derivative financial
instruments, net of deferred tax

Adjusted return on tangible equity (ROTE) - Adjusted profit after tax
net of fair value gains for the 12 months ended 31 December as o
percentage of average adjusted tangible eguity for the 13 months
ended 31 December. Ad usted tangible equity 1s stated as equity after
deducting the Group’s pension asset, net of delerred ta, the fair value
of denvative financial instrurments, et of deferred tax less intangible
assets and goodwill

Adjusted return on required equity (RORE} - Adjusted profit after
tax for the 12 months ended 31 December os a percentage of the
Group's average PRA regulatory capital requirernent including PRA
buffers for the 13 months ended 31 December

Average receivables - Average of net reported receivables
for the 12 months ended 31 December

Netinterest margin (NIM) — Revenue less funding costs, excluding
exceptional items for the 12 months ended 31 December as
a percentage of average net receivables

Risk-adjusted net interest margin - NIM less impairment, excluding
exceptional items for the 12 months ended 31 December as
a percentage of average net receivables

Revenue yield - Revenue for the 12 months ended 31 December
as a percentage of average netreceivables

Interest margin — Finance costs for the 12 months ended
31 December as a percentage of average net receivables

Impairment ratef/cost of risk — Impairment charges for the 12 months
ended 31 December as a percentage of average net receivables

Costincome ratic - Operating costs, excluding excsptional items
as a percentage of net interest margin, excluding exceptional
items for the 12 months ended 31 December

Adjusted return on assets (ROA} - Adjusted profit before interest
after tax for the 12 months ended 31 December as a percentage
of average net receivables

adjusted return on cquity (ROE) — Adjusted profit after tax for

the 12 months ended 31 December as a percentage of average
opcning and closing adjusted equity. Adjusted equity is stoted
after deducting the Group's pension asset, net of deferred tax, and
the fair value of derivative financial instruments, net of deferred tax

Adjusted return on tangible equity [(ROTE) - Adjusted profit after tax
for the 12 months ended 31 December as a percentage of averago
opening and closing tangible equity. Average tangible equity
reflects average equity over the period fess intangible assets

and goodwill

Adjusted return on required ecuity (RORE) - Adjusted profit after
tax for the 12 months ended 31 Decermber as a percentage of
the Group's average opening and closing PRA regulatory capital
recuirament including PRA buffers for the period

vangquis Banking Group plc Annual Report and Financial Staterments 2022

229

SjUsLURYMS |DIDULUl



Alternative performance measures continued

APM

Net interest margin
Risk-adjusted margin
Asset yield

INnterest margin

Cost of risk

Costincome ratio

Adjusted return on assets (ROA)

Adjusted return on equity (ROE)

Adjusted return on tangible equity (ROTE}

Adjusted return on reguired equity (RORE)

31 December 2022

New

21.0%

20.3%
23.9%
2.9%

3.2%

59.9%

3.8%

17.0%

22.2%

222%

28.1%

24.2%

3.4%

3.8%

60.1%

7.9%

17.2%

19.8%

21.4%

Previous

31.5%

54.8%

31 December 2021

New

205%

20.8%
228%
24%

24%

Provious

30.0%
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Definitions, numerical recenciliations and relevance of APMs presented within this report are set out below. The definition of
these non-statutory medasures may not be comparable to similarly titled measures reported by other companies. All the below
APMs are on a continuing operations basis.

APM

Adjusted profit
before tax —
continuing
operations

Net interest
margin {NIM}

Method of caleulation

A reconciliation of adjusted profit before tax to statutory profit befere tax for
continuing operations is shown below.

2022

Year ended 3 Decomber

Relevance

Adjusted profit before tax for
continuing operations excludes the
impact of amortisation of acquisition
intangibles and excepuonal items
and is used to provide further clarity
on the ongoing. underlying financial
performance of the divisions

and Group

202
Continuing Adjusted Exceptionals Amortisation  Statutory Adjusted  Exceptionals  Amortisation Stotutory
operations Em £m £|_'r?_ o ___inj___ . £m £m Ernr o ErIWW
Interest income 486.9 - - 486.9 4739 - - 473.9
interest expense (58.8) - - (58.8) {421 (39) - (530)
Net interast
income 4281 — — 4281 4248 (398) - 4208
Net fee and
cormmission
income 44.2 - - 44.2 %74 - - 57.4
Other income 8.4 - - 8.4 0.4 — — 0.4
Total income 480.7 - - 480.7 482.6 (39) — 4787
Impairment
charges (66.1) - — {86.1) (50.4) — — {50.4)
Risk-adjusted
income 41486 - - 4.6 4322 (3.9) - 4283
Operating costs (288.0) {9.0) {7.5) (304.5) (264.4) {14.2) (7.5) (2881}
profit/ (loss)
before tax 126.6 (9.0) {7.5) 104 167.8 (182} (75) 1422
- Credit cards 178.5 173.9
- Vehicle finance 38.0 289
- Personal loans {15.7) {87)
- Central costs (74.2) (26.3)
Adjusted profit
before tax 126.6 167.8

Adjusted profit before tax for continuing operations is stated before £7.5m
(2021: £7.5m) of amortisation in respect of acquisition intangibles established
as part of the acquisition of Moneybarn in August 2014 and exceptional iterms,

Interest income less interest expense, excluding excepticnal items for the
12 months ended 21 December as a percentage of average gross receivables.

Interest income
Interest expense

Net interest income
Avercage gross raceivables

NIM (%)

2022 2021
Emoo o Em
486.9 4739
(58.8) (aq1)
428.) 4248
2,039.4 2.075.3
21.0% 205%
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This measure shows the returns
generated from customers to allow
comparison to other banks and
banking groups
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Alternative performance measures continued

APM

Risk-adjusted
margin

Asset yield

Interest margin

Cost of risk

Avergge gross
receivables

Mathod of calculation

Totalincome, excluding exceptional items less impairment charge for the
12 months ended 31 December as a percentage of average gross receivables.

2022 202

£m £m

Total income 480.7 AB26
Impairment (66.1) {50.4)
Risk-adjusted income 414.6 4322

AvErage gross receivables 2,039.4 2,075.9

Risk-adiusted margin (%) 20.3% 20.8%

Interest income for the 12 months ended 31 December as a percentage
of average gross receivables.

2022 2021
£m £rm
Interest income 486.9 4739

Average gross receivables 2,039.4 20759

Asset yield (%) 23.9% 228%

Relevance
This measure shows the

returns from customers after
impairment charges.

This measure shows the

returns generated from customer
receivables to allow comparison to
other banks and banking groups

Interest expense, excluding exceptional items for the 12 months ended
31 becember as a percentage of average gross receivables.

2022 2021
£fm £m
Interest expense (58.8) {aq1)
Average gross receivables 2,039.4 20799
Cost of funds {%) 2.9% 2.4%

Impairment charge for the 12 months ended 31 December as a percentage
of average gross receivables,

2022 202
B ) B . Em £m
Impairment charges {66.1) (50.4)

Average gross receivables 2,039.4 20729

Cost of risk (%) 3.2% 2.4%

Avarage of gross customer intergst earning balances for the 13 months
ended 31 December.

2022 2021
Credit cards 1,331.9 13792
Vehicle finance 656.6 G711
Personal loans 50.9 2568
Total average gross receivables 2,03%.4 20759

Costincome
ratio

Opesrating costs. excluding exceptional items as a percentage of total ncome,
excluding exceptional items for the 12 months ended 31 December.

2022 2021

o £m B 7i£m

Total income 480.7 4826
Operating costs {288.0) (264.4)
Costincome ratio 59.9% 54.8%
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This measure shows the cost of
funding the customer receivables
te allow comparison to other banks
and banking groups.

This megsure shows the cost of
impairment charges on customer
receivables to allow comparison to
other banks and banking groups.

This Is used to smooth the
seascnality of recetvables across
the divisions in calculating
performance KPis.

This ratto1s a measure of the
efficiency of the Group's cost base.




Adjusted basic
earnings per
share (EPS)

Adjusted return
on assets (ROA)

Adjusted return
on equity (RCE)

Adjusted return
on requirad
equity (RORE)

Method of calculation rRelevance

Profit after tax, exchuding the omortisation of acquisition intangibles and This is used to assess the Group's
exceptional items, divided by the weighted average number of shares inissue operational performance from
(see note 8 for more details). continuing opearations per ordindry

share. It removes the effect
nf cmaorbEnhinn Af acooisition
intongibles and exceptional items.

Adjusted profit after tax for the 12 months ended 31 December as a This megsures the return a

porcentage of average total assets for the 13 months ended 31 Decernber. company generates from its assets.
2022 202
£m £m
Adjusted profit before tax 126.6 167.8
Tax charge (29.4) (237)
Adjusted profit after tax 97.2 1441
Average total assets 2,674.1 26975
ROA 3.8% 5.3%
Adjusted profit after tax net of fair value gains for the 12 months endad 31 ROE shows the return being
December as a percentage of average adjusted equity for the 13 months generated from the shareholdears’
ended 3 Decembsr. Adjusted equity is stated after deducting the Group's equity retained In the business

pension asset, net of deferred tax, and the fair value of derivative financial
instruments, net of deferred tax.

2022 2021
- £m £m
Adjusted profit before tax 126.6 167.8
Tox charge (29.4) {237
Net fair value gains (3.7) (02)
Tax cn net fair value gains ) 0.7 -
Adjusted profit after tax net of fair value gains 94.2 143.9
Average adjusted equity 551.5 5819
ROE 17.1% 25.6%
2022 2021
Average cquity o ) £m £m
Average equity a3 per balance sheet 610.3 6297
Averoge pension asset {75.9) {881}
Average deferred tax on pension asset 19.0 207
Average derivative financial instruments {2.6) (05)
Average deferrad tax on derivative
financial instruments 07 01
Average adjusted equity 5E51.5 5619
Adiusted profit after tax for the 12 months ended 31 December as a This demonstretes how well the
percentage of the Group's average PRA regulatory capitol requirement Group's returns are reinvested
inclucing FRA buffers for the 13 months ended 31 December. and is agn indicator of its
growth potential.
2022 2021
£m £Em
Adjusted profit before tax 126.6 1678
Tax charge {29.4) (23.7)
Adjusted profit after tax . 97.2 1441
Average equity requiremeant 4381 4458
RORE 22.2% 32.3%
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Alternative performance measures continued

APM

Adjusted return
ontangible
equity (ROTE)

Funding
headroom

Liquidity

Customer
satisfaction

Commaon Equity
Tier 1 (CETN) ratic

Total capital
ratio {TCR)

Regulatory
capital

Method of calculation

adjusted profit after tax net of fair value gains for the 12 months ended 31
December as a percentage of average ad;usted tangible equity for the 13
months ended 31 December. Adjusted tangible equity is stoted as equity
after deducting the Group's pension asset, net of deferred tax, the fair value
of derivative financial instruments, net of deferred tax less intangible assets
and gocdwill.

2022 2021
o o £Em ~Em
Adjusted profit before tax 126.6 167.8
Tox charge (29.4) (23.7)
Net fair value gains (3.7) (02)
Tax on nat fair value gains 0.7
Adjusted profit after tax net of fair value gains 84.2 143.9
Average tangible equity 4245 4464
ROTE 22.2% 32.2%
2022 202
Average equity o £fm o £m
Average equity as per balance sheet 610.3 6297
Average pension asset {75.9) (881)
Average deferred tax on pension asset 19.0 207
average derivative financial instruments (2.6) {05)
Average deferred tax on derivative
financial instrurments 0.7 a1
Average acliusled equity 5515 561.9
Average intangible assets {55.8) {44.3)
Average goodwill {n.2} (n.2)
Average tangible equity 4245 4464

Relevance

This demonstrates how well the
Group's returns are generated frorm
its tangible equity, removing the
impact of whether development
has occurred through organic

cr incrganic growth,

Cormmitted bank and debt facilitie s less borrowings on those facilities
and amounts committed to further syndicated bank facility reduction,
plus available cash and liquid resources (see note 27 (j) for more details).

This represents the difference
between the total amount of
committed contractual debt
faciiies provided by banks, bond
holders and other lenders and the
armount of funds drawn on those
facilities plus cash held on deposit

Liquidity is the sum of all liquid resources held by Vanquis Bank Limited
in the Bank of England reserve account, cash held with relationship bank
{net of restricted funds) and avalable undrawn committed borrowing facitiies

The rate at whuch surveyed customers were satisfied {or more than satisfied)
with the service they have been provided.

The ratio of the Group's CETI to the Group's risk-weighted assets megsured
in accordance with the CRR (see page 162 for more details)

The ratio of the Group's total regulatory capital {own funds) to the Group's
risk-welighted assets measured in accordance with the CRR.

Commaon Equity Tier | capital {CETI) is the sum of the Group's equity as
calculoted In accordance with IFRS, an accrued foreseeable dividend and
regulatory adjustments Tier 2 is the sumn of capital instruments meeung the
critenia for Tier 2 as set out in the Capital Requirements Regulation (CRR). Total
available regulatory copitalis the sum of these two elements for the Group
{os the Group does not held any Additional Tier linstrurnents). The calculation
is set aut under copital risk management on page 168,

The CETl ratic is a key measurg of

whiether a firm has adequate CETI
to cover the rnisks associated with

its assets

The total capital ratio is a key
measure of whether a firm has
adequate total regulatory capital
to cover the risks associated with
its assets.
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Glossary

3L0D
AGM
APR
BOE
C81
CCDh
CCE

CDP
CEM
CEC
CET1
CFO
CJRS

cu
CMC
CPa
CprC
CPO
CRD
CRO
CRR
CSOP
CR
DAM
DBP

DJsl
World

PO
DRP
DRR
BT
DTR

DWF
EAD
EAP
EBT
ECL
EIR
EMS

EMTN

Three lines of defence
Annual General Meeting
Annual percentage rate
Bank of England

Central Bank of Ireland
Consumer Credit Division

Customery, Culture and
Ethics Commitieg

Carbon Disclosure Project
Customer Experience Managers
Chief executive Officer
Commeon Equity lier1

Chief Finagnce Officer

Coronavirus Job
Retention Scheme

Creditline increase

Claims management company
Continuous Payment Authority
Corperate Planning Conference
Chief People Officer

Capital Requirements Directive
Chief Risk Officer

Capital Requirements Regulation
Company Share Option Plan
Corporate responsibility
Delegated Authorities Manual
Deferred Bonus Plan

Dow Jones sustainability
world Indices

Data Protection Officer
Directorg’ Remuneraticn Policy
Directors’ Remuneraticn Report
Default termination

Disclosure Guidance and
Transparency Rules

Biscount Window Facility
Exposure at default

Ermmployee Assistance Programme
Employee Benefit Trust
Expected credit losses

Effective interest rate

Environmental
Management System

turo Medium-Term Notes

EPS
ERMF

ESG

Ewl
FCA
FLCR
FOS
Fy
GERC
GM
HMRC

HQLA
HR
IAS

ICAAP

IFRIC

IFRS

ILAAP

KPI
LBT
LCR
LGD
LIBOR
LSO
LTIS
MB
MP
NEET

NHS
NiM
OCl
ORB
PBT
PD
PFEP

Earmings per share

Enterprise Risk
Management Framework

Environmental, social
and governance

Early warning indicators
Financial Conduct Authority
First Line Controls Review
Financial Ombudsman Service
Financial year

Group Executive Risk Committee
General Meeting

Her Majesty's Revenue
and Customs

High-quality liquid assets
Human Resources

Internationat
Accounting Standards

Internal Capital Adequacy
Assessment Process

International Financiai
Reporting Interpretations
Committee

International Financial
Reporting Standards

Internal Liquidity Adequacy
Assessment Process

Investor relations

Key performance indicators
Loss before tax

Liquidity coverage ratio

Loss given default

London Inter-Bank Offered Rate
Liquidity Support Operations
Long Term Incentive Scherme
Maoneybarn

Member of Parliament

Notin Education, Employment
or Training

National Health Service

Net interest margin

Other comprehansive income
Order Book for Relail Bondls
Profit before tax

Probability of default

Provident Financial Equity Plan

PFG
PFH
PFMSL

PRA
PSD2
PSP
RAF
RAM
RBA
RC
RCF
RemCo
RMF
RQOE
ROP
RORE
ROTE
RSP
RTO
SAYE
SBTi
SDG
SICR
SID
SIP
SIP
SMCR

SMF
SONIA

TCFD

TFSME

TSR
UN
UURBS

VBC
VLOG
VREQ
vT
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Provident Financial Group plc
Provident Financial Holdings

Provident Financial
Management Services Limited

Prudantial Regulation Authority
Fayment Services Directive
Performance Share Plan

Risk Appetite Framework
Risk-adjusted margin
Role-based allowance

Risk Committee

Revolving credit facility
Remuneration Committee

Risk Management Framewark
Return on equity

Release of provisions

Return on required equity
Return on tangible equity
Restricted Share Plan

Return to office

Save As You Earn

Science Based Targets initictive
Sustainable Development Goal
Significant increase in credit risk
Senior Independent Directer
Social Impact Programme
Share Incentive Plan

Senior Managers and
Certification Regime

Sterling Monatary Framework

Sterling Cvernight
Index Average

Task Force on Climate-related
Financial Disclosures

Term funding Schemea with
additional incentives for Small
and Medium-sized Enterprises

Total shareholder return
United Nations

Unfunded Unapproved
Retirement Benegfits Scherme

Vanaquis Bank cards
Video log
Votuntary Requirements Netice

Voluntary termination
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Information for shareholders

Share price

The Company's shares are listed
onthe London Stock Exchange
under share code 'VANQ'. The share
price is quoted daily in a number
of nationcl newspapers and is
availoble on the Group's welbsite at
www.yvanquisbankinggroup.com.

Tax on dividends

The following information is intended to
provide general guidance to individuals
who are tax resident in the UK. It does
not constitute professicnal advice.
Shareholders who are in any doubt as to
their personal tax position should seek
their own professional advice, as should
shareholders who are not resident
inthe UK.

A UK tax resident individual shareholder
will be taxed on the total cash dividends
you receive (the amount paid into

your bank account) above the annual
tax-free dividend allowance at the
following rates:

- 8.75% for basic rate taxpayers
(7.5% up to 5 April 2022);

- 33.75% for higher-rate taxpayers
(32.5% up to 5 April 2022); ond

- 39.35% for additional rate taxpayers
(38.% up to 5 April 2022).

The dividend allowance means that
you can receive certain amounts of
dividends tax free no matter what
other non-dividend income you have
in the tax year. The dividend allowance
is £2,000 from 2018/19 through to
2022{23. The gllowance will recuce

1o £1,000 in 2023/24 and £500 from
2024/25 onwards.

Afinal dividend will be taxable
at the time that it is announced.

Registrar
The Cempany's registrar is:

Link Group

10th Floor

Central Square

29 wellington Street
Leeds

LS14DL
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Shareholder heipline
For information relating to your shares call:
+44 (0)371 664 0300

Website helpline
For information on using our website calf,
+44 (0371 664 039

Calls to 0371 are charged at the
standard geagraphic rate and will vary
by provider.

Calls outside the United Kingdom
are charged at the applicable
internaticnal rate.

We are open between 9.00am and
5.30pm, Monday to Friday excluding
public holidays in tnglond and wales.

Link Signal Shares

Link Asset Services offers a share
portal service which enables
registered sharehelders to manage
their shareholdings quickly and
easily online. Once registered for this
service, you will have access to your
personal shareholding and a range
of services including: setting up or
amending dividend bank mandates,
proxy voling and amending personol
details. For further information visit
www.signalshares.com.

Link Dividend Reinvestment Plan
Link Asset Services offers a Dividend
Reinvestment Plan whereby
shareholders can acquire further shares
n the Company by using thelr cash
dividends to buy additional shares

For further information contact Link
Asset Services

Telephone: 0371 664 0381 (from
within the UK)

Calls are charged at the standard
geographic rate and will vary by
provider. Calls outside the UK will be
charged at the applicabls international
rate. Lines are open between 900am
and 5 30pm, Monday to Friday excluding
public holidays in England and Wales,

Telephonea: +371 664 0381 {from
outside the UK)

Special requirements

A PDF version of the full Annual Report
and Financial Statements is avoilable
on our website
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Advisors
Independent auditor
Deloitte LLP

4 Brindlsy Place
Birmingham

Bl 2HZ

Company advisors and stockbrokers
Barclays

2 Churchill Place

Canary Wharf

London

El4 5RB

Numis Securities Limited
10 Paternoster Square
London

EC4M 7DX

Shore Capital

Cassini House

55-59 St James’s Street
London

SWIA LD

Fenchurch Advisory Partners LLP
10 Bishopsgate

London

EC2N 4aY

Solicitors

Clifford Chance LLP
10 Upper Bank Street
london
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Herbert Smith Freehills LLP
Exchange House

12 Primrose Street

Loendon

EC2A 2EG

Addleshaw Goddard LLP
Milton Gate

80 Chiswell Strest
London
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TLT LLP

| Redchff Street
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Company details
Registered office and contact details:
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West Yorkshire
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