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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 supports social mobility, to consumers whose needs are not well rmet
by traditional lenders for over 140 years. We lend responsibly and provide tallored products and service propositions to 1.7 million
customers throughout the UK.

Wewant (o be the best and most trusted provider of finance to customers not well served by troditional lenders. Our customers who are
In the mid cost and near prime markets access our broad range of credit cards, unsecured personal loans and vehicle finance products
through the Vanaguis and Moneybarn brands, across multiple distribution channels,

Our air is to put our customers at the centre of everything we da, and we do this by using our strategic drivers of ‘People & Culture’, !
‘Growth & Sustainabiiity’ and ‘Custormear & Community’ to defiver for them, our colleagues, sharehioldars and the widar UK community.

Our strategic roadmap

Our Purpose
We're here...

To help put people on the path to a beller everyday life

Reqd 1rgre on poges 200to 2]

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

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

Read more on pages 20to 21

Our Mission
To moke this hoppen, ws need to become..

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

Road more on pagos 2010 21
Our Strategy
To achieve this, our strategic focus area are..

Feople and Culture Growth and Sustainabitit Custorer and Comrmunit
P Y Y

Read mere on poges 22 10 23

Qur ESG Priorities

And our ESG priorities are.. i

Delivering financial inclusion Qur people supporting social mobility Meeting our climate
Putting the customer at and culture working with our community responsibilities
the heart of everything we Creating o positive, inclusive portners to improve the Playing our part in tackling
do, whether we're growinig and rawarding culture where tves of children andg young climuate change and
our range of products, everyons feels empowered people by providing them supporting the UK's transition
reaching new audiences or and supported to learm, grow with access to education, to alow carbon econormy by
interacting with everyday and s.cceed social and financial inclusion, understanding the neks and
people at every stage of ther and economic development opportunities that cimate
journey with us opportunities change presents to our

business and key stakeholders

Recd mara on pages 35 to 48
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Vanquis Banking Group at a glance

Our market-leading

products

Vanguis Banking Group meets the needs of its customers through three products: credit cords, vehicle finance ond unsecured
personal loans. The credit card business offers credit cards over a wide 1ange of price points, and retail deposits. The vehicle
finance business offers secured finonce on a range of vehicle types, including cars, motorbikes and light commercial vehicles.
The personal loans business offers unsecured ioans of between £ik and £5k over one to four years. In January 2023, we announced

that we have recently launched a pilot ph

ase 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-

1.54m £24,000 39.9% 100,000 £25,000 34,400 £6,000

Customers” Credit Representotive Customers* Loon range Customers® Loanrange
card limits APR
3-5 15.9%~ t-4 18.0%-
years 49.9% years 39.3%
Loanterms Representative APR loanterms Representative APR

Read more on pages 26 to 28

Read more on pages 30 1o 31

Read maore on pages 33 to 34

Retlil deposits

Funded through:

{fixed terrm deposits)

Cuztomer numbgrs as gt 2022 ysar end

Product spectrum for the markets

we operate in

Securitisation

] Revolving credit

Secured loans

Prime/mainstream

4arr
>20%
Creditcard,
store card
and gt
ditascounts
»
(=4
%1 aPR o
m| *50% Lines
< cfcredit |
a i
o RO
z
<
o
&
APR
>100%

Decline/undble ta lend

2

vehicle Personallocans
finance and retail
Eoint-of=

sale finance

P nbbroking
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Unsecured loans

"Salary

 Guarantor |

We will continue ta evolve our
product offering through 2623,
enabling us to support more
consurners on their credit

finance journey.in particutar:

- We will continue to develop
our unsecured loans
product offering via Vanquis
Bank to customers In the
open market, including
proadening the range of
APRs offered and brodadening
ourloan sizes and terms.

leans

- Within vehicle finance,
we continue 1o review
our product proposition,
including Joan sizes, terms,
APRs and assst classes. For
example, today we cover
cars, motorbikes and LCVs,
but we aspire ta brocden this
to endable us 1o sUppOrt Mmore
customers’ neads



Supporting and understanding
our customers

The Group is o leading speciolist bonking group focused o lie mid-cosl and near-prime parts of the market in the UK
Our custormers may not be well served by mainstream lenders for ¢ multitude of reasons:

mgzcggéz%vftlt;i:?:;daveroge Have variable incomes Egpe_r{enceq a
savings, meaning {e.g. self-employed, ona sig m_f\ccmt |If€.‘ event
unforeséen expenses zerofhours corytr(]c‘t, have (e.g. job Ipss, ifl
i multiple part-time jobs} health, divorce)
can be challenging
?heewutf;:zdtﬁge?sg ;Oove Locking to build or Value a more tailored
rebuild their credit rating product and service

little or no credit history

A wider range of suitable and sustainoble 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 financial inclusion. Finally, our custornmers’ needs and circumstances are often more fluid than those
of consumers served by mainstream providers, requiring us to provide o more flexible approach.

Our customers’ typical characteristics

yodai o1Baions

Credit cards | Vehicle finance Perscnal loans
Income Full or part-time salaried (86%) Full-time salaried (7 /%) Full or part-time salaried {77%)
source or self-employed {16%) or seli-emnployed (15%) or self-employed (6%)

Income . . )
level Earning around the notional average (F30k) with core spread between £20k and E50k
Housing 20% hold a mortgage’ 10% hold a mortgage’ 16% hold a mortgage!
Tydpgl}zal 46-65 years old 36-55 years old 26-45 years old
Credit Midfcost;’necr prime Mid-cost/necr prime Mid-cost/near prime
score Typical customer credit scores sit between 500 and 6002
Circa half have material savings Circa half have material savings
Savings {enough to cover emergenciss or Limited savings (enough to cover emergencies or
anything unexpectad) anything unexpected)

Source BoxClavar survey of 3,510 non-prime consumers and 2,828 Vangus Banking Group customers, Decambier 2019
1 The mortgoge holders’ data was sourced from internal customeor data
2 Customer crodit scores besed on TransUnion Cauge 2 score

Read our market overview on pages 18 to 19
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Vanquis 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 Yanguis Bank, which, through its banking licence, will provide the anchor from which we can
fund lending opportunities across the whole Group.

4

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 invelved closing down our
Consumer Credit Division (CCD) in 2021 and focusing on
lower risk customers. We have also sought to diversify our
product offering, and thereby our credit risk profile further,
through the launch of our personal loans and second
charge mortgage businesses.

Where the business is now

Today, our business is fully repositioned in the mid—-cost
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 cur increasingly
digital foundations to deliver attractive and sustainable
returns to shareholders over the medium term.

Our awards
Submitied tor Best Markeung Campalgn Shorthstedin the Social, sustainable and winner of tne Credit Bur'der Card Provider
and Chonging Lives in the Community at Responsible Banking category at The Bankor of the Year award ot the Moneyfacts
The Card and Paymeants awards 2022 Innovation in Digital Bonk'ng Awards for the Consumer Awards 2021

LOQROX partnership

Read more about our awards at www.vanguisbankinggroup.comfmedia/awardsf

Market overview

We specialise in supporting the one in five adults (I0to12
miilion paopie) in the UK, in the mid-cost and near-prime
segments of the market, who are not well served by
mainstream lenders. These consumers' needs and
circumstances typically change over time, resulting

in the market being relatively fluid; circa 1ta 2 million
consumers move in and out of the market each year,

Reod our market overview on pages 18 to 14

Market composition

There are three main categories of products
in our mMarkat:

- revolving credit accounts, including credit cards;

- secured loans, where an asset is used as security
for the logn: and

- unzecured loans, including personal loans.

Vanquis Banking Group plc Annual Report and Financial Statements 2022



Investment case

We operate in

growing addressable markets

VUi yuis Bulikitid Group IS a teading specahist banking group with a tocus on the mid-cest and near-prime parts of the credit
market. We aim to deliver attractive and sustainable returns for our shareholders through our strong market positions, robust
balance sheet and competitive advantages. Our investrment case is based on five key areos:

We are well positioned in the large and growing
market segments across credit cards, vehicle finance
and personal loans

In the UK, there are between 10 and 12 million working adults who are underserved
by mainstream lenders. With our broad range of preducts and services, we
are well positioned to be the credit provider of choice for these customers.

In aggregate cur addressable market is 13.8m customers. We also recently
launched a pilot phase for a new secured product strategy of second charge
mortgages.

We have a Purpose-driven strategic Blueprint,
which sets us up for sustainable growth

Our Blueprint brings together why Vanquis Banking Group exists as an
organisation, framed in the context of the role cur business plays in the lives
of our customers. It also sets ocut the strategic focus and key pricrities that
will drive both competitive advantage and commercial success for the whole
Group. From gur recent colleague survey 83% of colleagues care about the
future of Vanquis Banking Group.

We have a customer-centric, responsible culture

While our customers share many similarities with mainstream credit
customers, there are important ditferences arising from their individual
circumstances. Our customers need ¢ tailored approach and a wider range
of suitable and sustainable credit solutions tc best serve their needs. we aim
to put the customer on the team. We have invested in a brand-new IT platform
that in the future will support all of our products.

Improving customer insights is driving our
customer-led strategy

Vanguis Banking Group aims to understand its customer better all the time.
This customer insight is crucial for us to shape our product strategy, making
sure that cur customers have the products they need from us. This allows us

to target more effectively our appreach te marketing and spend; to tailor new
products and services specifically for our customers and to help our customers
build a better financial future for themselves,

Sustainable growth over the medium term

To support the delivery of our Purpose, we have a financial model founded on
investing in custoemer-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.

13.6m

customers

Read more on
pages 18 {018

83%

Read more on
pages 22 to 23

New IT
platform

Read more on
pages 18 to 23

New products
and services

Read more on
pages 20 to 21

c.40%

Recad more on
pages 3610 48
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Chairman’s statement

We are d 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 Snowball
Chairman

Introduction

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

to provide credit to people who couid not access services
offered by traditional lenders Today, the Group offers credit
cards, vehicle finance and personal loans in the mid-cost and
near-prime segments of the market and the Board deemed
the pravious corporate name to no lenger represent the
Group's interests accurately.

2022 was a transformational year for the Group as its

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

the large exposure waiver from the Prudential Regulation
authority (PRA).

CEQ succession

In January 2023, we announced that Malcolm Le May will

be standing down mid-year and will be succeeded 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 95. | cannot
overstate the contribution that Malcolm has made to the
Group cver the last nine years, initially as an independent
Non-Executive Director and subsequently as Executive
Chairman and, for the last five years, as Group CEG.

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

his contripution.

Governance

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

Shareholders

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

6 Vanguis Banking Group ple Annual Report ond Financio) Statermnents 2022



The main topics of discussion were the repositioning of the
Group, the strategic cutloock and ESG (Environmental, Sceial
and Governance). Please see our Carporate Responsibility
section for more details on the work we are doing around ESG,
including how we lend responsibly to our custemers and how
we appreach financial inclusion, on pages 36 to 48,

Our people

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

In April 2022, Fiona Anderson joined us as the new Managing
Director of Cards bringing with her a wealth of significant
experience across credit cards and personal banking from
senior reles at HSBC, Barclaycard and Mastercard. She has
made an invaluable contribution to the business already and
ook forward to working with her during 2023 and beyond

In August, Melarie 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. | look
forward to having her valued insight and expertise alongside
me at the Board table

Also, in September 2022, Nicola lipson was appointed as Chief
People Officer (CPO) and a member of the Group's Executive
Committee. Nicola has been with the Group since 2018 ond
has held as series of senior HR rofes and was most recently

HR Director for Vanquis Bonk. Nicola has alrecdy intreduced a
number of new initiatives ond has led the efferts to harmonise
the Group's approach to HR.

Outlock

2022 was the year in which we successiully repositioned
the Group towards new markets, products and customers
and | am proud of what we achieved collectively. Reflecting
these achievernants, the Board and | remain enthusiastic
and confident about the outlook for the Group,
notwithstanding macroeconomic challenges.

The provision of credit and support to our customers will
remain our primary focus, enabling us to deliver our social
purpose and strategic pillars (poge 21), whilst also enabling
us to generats long-term attractive and sustainable returns
to our shareholders, Of courss, this will see us continuing te
provide support to our custormers as we all navigate our way
through the current macraaconomic conditions in 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 praducts. This
clear strategic ambition is underpinned by a strong and liquid
balance sheet and an aligned governance and harmenised
risk management framewaork.

Patrick Snowball
Chairman
30 March 2023

Read more in our Sustainability Report at
www,vunquisbcmkinggroupComfsustoinobw'lityf
sustainability- report-2022

-

Delivering
positive change

Throughout 2022, the Board has engaged with
management on an ongoing basis to ensure that
the Group confinues fo maintain a strong focus on
the environmental, sacial and governance (E5G)
agenda. Through the updates that have been
provided to the Beard 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 to the ESG agenda. Highlights include:

Managing climate risk

The work undertaken by the Group

to better understand the potential
financial impacts of the climate-related
risks and opportunities that are material
to its business activities and key
stakeholders, and account for all
operational carbon emissions, as well
as the scope 3 emissions in the Group’s
value chain, put the business in a good
position to make progress in delivering
onits net zerc 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 o new community
investment programme - the Vanguis
Banking Group Foundation — which will
be launched later in 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
davelopment opportunities.

School uniform project

The Group has started work on a

new project that will become a key
Foundation activity, and launched a
free school uniform scherme to help
families with the cost of living crisis in
8radford, Liverpool, Manchester and
Blackpool. The Group has allocated
£100,0C0 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 get access to items of
uniform including blazers, shoes, coats
and PE kits.

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

vanquis Banking Group p!c 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

Vanguis Banking Group remains
committed to delivering long-term,
sustdinable and attractive returns
to its sharehcalders as we target the
growing mid-cost and near-prime
segments cf the market.

Malcolm Le May
Chiet Executive Officer

introduction

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

The continued focus of the Board and executive managemeant
team on repositioning the Group In the mid-cost and near-prime
segnents of the credit market has enabled the Group to
commeance growing its loan books meaningfully during the
course of the yecr, notwithstanding the more challenging
rnacroeconomic backdrop. During 2022, credit card receivables
grew by approximately 1%, vehicle finance by approximately 10%
and the Group's personalloans business grew its receivables

by 170%, Nustrating its strong competitive position and
underlying demand for credit from its target customers,

The FY'22 results represent my last set of full year accounts as
CEO before | hand aver ta my successor, lan Mclaughlin, during
the summer, subject to regulatory approval | om immensely
proud to have been involved with the Group for the past ning
years, firstly as an Independent Non-Executive 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 their
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
£110.1m (2021, £142.2m) reflecting higher central cost iterms
year-on-year. The Group reported an 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, Whiist total income remained
stable relotive 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 relative to 2021

Group central costs increased to £30m {2021 £18m) during the
pericd reflecting the roll out of the shared services model,
transformation & change spend increased to £35m (2021 £8m)
and additional bond interest payments of £10m (2021 £nif), which
ncludes the first full 12 months of Tier 2 intgrest. This strategic
investment and centralisation of functions is designed to make
the Group's future cast base more scalable and better able to
capture the benelits of operational leverage. The investments
are also designed to enhance the Group's strategic competitive
positioning through new IT platforms and improved customer
journeys Totgl Group costs of £288m (2021 £264m) were within
the indicated range given with the HI'22 results.

New customer bookings across credit cards, vehicle finance and
personal loans for FY'22 amounted to 294k (2021: 249k) and, Gs

a result, the Group had 1,675k customers (2021 1,65%k) at the end
of 3i Decamper. The Group saw positive maomenturrin its loan
books during the second haif of the year, particutarly in vehicle
finance and personal loans ond, as a result, otal receivables
stood at £1,904m (2021 £1,678m) ol the end of December.

8 vanguis Banking Group plc annual Repart and Financial Statements 2022



Althe end of December 2022, the Group's capital position remained
robust with regulatory capital of £679m (2021 £707m), equating
to a total capital ratio of 37.5% (2021: 40.6%). This equates to o
surplus of £284m (2021 £344m) pre C-SREP release of capital
above the Group's TCR and regulatory combined buffer.

Group name change

In recent years, the Group has evolved how, and to which
cuslumers, il provides credit. | nis 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 2019, During 202], the Group's evolution continued and
involved the closure of its home collected credit business, which
carried the 'Provident’ brand. The Group chose to focus on its
credit cards, vehicle finance and personal loans operations in
the mid-cost and near-prime parts of the market. Accordingly,
the Group decided to change its name to Vanguis Banking
Group plc 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 ple to Vanquis
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 onnounced that it had taunched a
pilot phase for @ perscnal loans business. Then, with the HI'22
results, it announced that the personal loans business would be
taken forward as a 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 custormer numbers to approximately 34k This progress
illustratas the success of the product itself and the hard work of
all the people behind the scenes who have helped to deliver the
product for our customers.

As recently announced, the Group has launched another pilot
phose for a new secured product offering of second charge
mortgages. During the pilot phase, the Group witl acquire existing
second charge mortgage leans on a forward flow basis and will
recognise the loans on its balance sheet as customer recevables.
If the pilot phase is successful, the Group intends to start to
originate its own flow of new loans directly to new and existing
customers. 1he second charge mortgage market in the UKis
large and growing market, estimated at approximately £1.3bn and
growing by between 19% and 17% per annum (Source: LFK). Second
charge mortgages have the potenticl to improve customer
cutcomes and o premete financicl 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

Shortly after the period end, the Group was notified that

the Prudential Regulation Authority (PRA) had cencluded its
Capital Supervisory Review Process (C-5SREP) of the Group’s
capitat requirernents, 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 3.5% (capital congervation
buffer of 2 5% and countercyclical buffer of 1.0%), the Group's
overall capita! reguirernent has reduced by 8.4% from 21.8% to
15.4%, which excludes confidential and management buffers

The reduction in capital reguirements 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 Novermber 2022,
enabling the use of retoll 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. Vanquis Banking Group will
work towards its Mission by focusing on the three Strategic
Priorities of People and Culture, Custermers and Community,
and Growth and Sustainability. For further details of our
approach to managing and reporting our ESG performance,
pledse refer to our 2022 Sustainability Report.

During 2022, the Group continued to deliver on its commitment
to tackle climate changs and its net zerc by 2040 ambition. This
includes the Group accounting for all its 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
September 2023,

The Group remains commifted toinvestiag in the communilios
inwhich it operates and to do this is launching the Vanguis
Banking Group Foundation in May 2023, 1his will aim to
improve the lives of children and young people by providing
therm with access to education, social and financial inclusion,
and economic development opportunities. In 2022, Vanguis
Banking Group started work on o new project to help families
with the cost-of-iiving crisis in Bradford, Liverpool, Manchester
and Blackpool. Working with longstanding community
partners School-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
Banking 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

vanquis Banking Group demonstrated strong momentum
across its loan books during the fourth quarter of 2022 Thig
positive momentum has continued for the first twe months of
2023, especially within vehicle finance and personal loans. In
the credit card business, customer bookings trackedin-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 arrears levels.
Simitarly, the personal loans business has had a strong

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

The Group plans t¢ accelerate its recaivables growth

during FY'23 versus FY'22, notwithstanding the challenging
macroaconarmic backdrop, supportad by its strong compeiitive
position, well capitalised balance sheet and access to retail
deposit funding. The Group also plans to deliver a stable NIM
profile in FY'23 versus FY'22 as more expensive legacy funding is
reploced by lower cost retall deposit funding.

In order to achieve sustainable growth in the future, the Group
will continue to invest in its technological capabilities and
plans to invest a similar ameount in FY'23 as it did in FY'22 in
areas such as its new IT platforms and enhancemeants to
customer experiences and journeys. As a 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 locan 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 persistently high infiation at present.

The Board remains committed to delivering attractive and
sustainable returns to its shareholders over the medium-term.
This is predicated upon the Group's solid foundations which
includes o customer-led digital strategy to offer o diverse
and inclusive range of products and o strong well-capitalised
balance sheet. The Group's capital management framework
includes & CETI ratic target of ©.20% overtime (prior to any
optimisation of the capital stack), strong organic receivables
growth, a progressive dividend policy with a pay-outratio

of ¢.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 Officer
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

L . Em Em

Interest income 486.9 4739
Interest expense (58.8) {aa0)
Net interest income 42381 42438
Net fee and commission income 44.2 57.4
Other income 8.4 0.4
Total income 480.7 4826

impairment charges (66.1) (50.4}

Risk-adjusted income 414.6 4322
Operating costs (283.0} (2644)

Adjusted profit before tax -

continuing operations 126.6 1687.8
Amortisation of acquisition intangibles (7.5} (7.5}
Exceptional iters — continuing operations (9.0) (181)
statutory profit before tax —

continuing operations 1o 1422
Loss for discontinued operations (10.7) (1381)
Group profit before tox 99.4 4l
Tax — continuing operations (27.8) (78)
Tax — discontinued operations 5.8 (288}
profit/{loss) after tax 77.4 (321)

Certain alternative performance measures (APMs) have
been used in this report. See pages 228 to 234 for an
explanation of their relevance as well as their definition,

In line with our continued repositioning as o specialist banking
greup, the Group has taken the decision in the current year to
change the presentation of cur statutory income 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, measurernent or profit and loss in any
period presented in the financial statements.

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

1o APMs are summarised on pages 229 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
operating 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 strang receivables
growth across credit cards, vehicle finance and personal
loans. Total income was broadly in line with pricr year.

Higher costs arising from investment in the transformation
programme, together with higher impairments, deflated
adjusted profit befors lax by £41.2m. The Group cortinued to
release Covid-18-related impairment provisions no longer
required, and underlying asset quality remained high with
delinquency trends remaining stable. The Group's statutory
profit befora tax from continuing operations, including
amortisation of acquisition intangibles and exceptional
items, was £10.1m (2021; £142 Qm), Including CCO discontinued

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

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

- corporate costs incurred centrally {£3.8m);
- additional Scheme costs (93,7m); and
- redundancy costs {£1.6m).

This compares to an exceptional cost in 2021 of £18.1m as

a result of: (i) corporate costs including CCD closure (EN.5m);
(i} cCD scheme of Arrangement costs (£5.0m); and (iif) costs
in respect of the redemption of bonds (£3.8m); offset by

a pension credit (£2.3m)

Discontinued operations

Discontinued operations represent the home credit and
Satsuma loans businesses within the CCD, which met the
criteria for classifying as discantinued operaticns in 2021
following the decision 16 withdraw from the home credit
and high-cost short-term credit markets entirely and close
those businesses. Discontinued operations reported a loss
after tax of £4.9m (2021: loss after tax of £165.7m) reflecting
the costs incurred as the business is wound up and interast
arising during the first half of the year; this was partly offset
by provision releases of £4 8m na longer reguired

Earnings per share (EPS)

The £109.5m increase in the Group’s profit after tax has
resulted from a £1681.8m reduction in the loss associated with
the discontinued operations and from higher costs, as the
Group has continued to invest to support business growth and
the Group's transformation programme. These were offset by
a reduction in exceptional costs of £9.1m with lower corporate
costs being incurred and d reduction in costs associated with
the Scheme of Arrangement.

As aresult, basic earnings per share from continuing operations
has decreased from 53.7p in 2021 to 32 .8p in 2022, The adjusted
basic earnings per share from centinuing 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 incarne was £486.9m in 2022, an
increase of 2.7% from 2021 (2021 £473.9m). Credit card asset
yield improved from 23,8% in 2021 to 26.0%, reflecting the
combinaticn of higher interest income and lower average
balances, In vehicle finance, the asset yield hos increosed
from 20.5% in 2021 to 21.4% in 2022, reflecting the lower Growth
in average gross receivables as a result of the timing of new
business volumes being weighted to the second half of the
year. Persanal loons asset yield has reduced from 281% in 2021
10 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 for Small and Medium-sized Enterprises
(TFSME) in vanguis Bank, combined with non-bark group
funding through bonds and bank borrowings. The funding
cost increased from £4%.1m in 2021 to £68.8m in 2022, Market
savings rates and central bank borrowings in the year have
increased from their historically low levels as the UK bank base
rate has movead 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 interestincome as a percentage of
average gross receivables, increased by 0.5% from 20.5% in
2021 to 21.0% in 2022, reflecting the higher asset yield offset
by increased funding costs
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1.oda1 o1baypng



Chief Finance Officer's review continued

Group total Costiincome ratio -
capital ratio continuing operations
() (%)
40.6% 37.5% 54.8% 59.9%
2] 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
relecse of impairment provisions no longer required in credit
cards, which were built up during 2020 following the onset

of Covid-18. Whilst there has been further rgleases in 2022
these were lower than in 202, resulting in o higher impairment
charge this year.

The macroeconomic environment, particularly lower than
expected unemployrment, unwind of Covid-18 provisions nc
longer required, and refreshed SICR thresheld parameters
reflecting the refocus onto lower risk market segments

in credit cards, are the predominant reasons for release

of provision. Underlying asset quality remained high and
delinquency trends remained stable, and the refocus onto
lower risk market segments has reduced the provision
covarage ratio for credit cards from 25% ot December 2021
to 19% at December 2022

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

Risk-adjusted margin

The risk-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
impairment charges partly offset by growth in the asset yield
of the book which has improved by 11%.

Costiincome ratio

The costincame ratio has increased from 54 8% in 202110 59.9%
in 2022 as a result of the continued investment in the Group's
transformation programme during @ period when total income
has remained broadly in line year-on-year. The temporary
inflation of the cost base includes the additional investment

te continue a signiticant transformation programme including
the ongoing build of our 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 decrease in RORE reflects the lower
continuing adjusted PBT in 2022

Consistent with the decrease in RORE, the Group's return
on angible equity (ROTE) has decreased from 32.2% in 2021
to 22.2% in 2022, The average tangible equity has reduced
by 4.9% year-on-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 Group’s dividend policy is to pay out approximately 40%
of its adjusted earnings to shareholders subject to market
conditions. As a result the Board has proposed a final ordinary
dividend of 10.3p per share in respect of 2022 (2021 interim
dividend of 12p per share). Taken together with the interim
dividend of 5.0p per share paid in Septernber 2022, this brings
the total proposed ordinary dividend to be poid in respect of
the financial year ended 31 December 2022 to 15.3p per share.

Tax

The tax charge for 2022 represents an effective tax rate of
25.2% (202): 5.3%) on profit before tax which results in o tax
charge of £27.8m being recognised in the year for continuing
operations (2021: £76m) which principally reflects

- the mainstream corporation tax rate of 19.0% on the
Group's profit before tax from continuing operations
generating a tax charge of £29.4m (2021: tax charge
of £23.7m);

— the mainstream corporation tax rate of 19.0% on Group
exceptional iters from continuing operations generating
a tax credit of £0 2m (2021 tax credit of £15.3m); and

- the mainstream corparation tax rate of 19.0% on the
amartisation of acquisition intangibles generating a tax
credit of £1.4m (2021 tax credit of £0.8m)

The effective tax rate is principally the result of;

- the adverse impact of the bank corporation tax surcharge
of £8.4m (2021: £12.2m);

- an adverse impact of £3.2m {2025: £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 corparation
tax surcharge rate from 8% to 3% and increase the bank
corporation tax allowance, being the threshold below
which banking profits are not subject to the surcharge,
from £25m to £100m. In 202, the revaluation of deferred tax
assets and liabilities for the increase in the mainstream
corporation tax rate frormn 19.0% to 25 0% with effect from
1 April 2023 gave rise 1o a beneficial impact on the tax
charge of £5.0m;

- the beneficiol impact of tax losses of discontinued
operations being surrendered as group relief to continuing
operations at g discounted price which gives rise to a tax
credit of £3.3m (2021 tax credit of £6 5m);

- an adverse impaoct of £0.9m in respadct of non-deductible
expenses, principally exceplional project related costs
(2021 adverse impact of E0.5mY;
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= lhe beneficial impact of adjustments In respect of prior
years of £3.6rm (2021, adverse impaoct of £0.5m) which
comprise a release of £4.4m following the ogreement
of historic tax liabilities net of a tax charge of £08m in
respect of prior year project costs for which tax deductions
may not be available. In 202, the adverse impact of £0.5m
related to adjustments to prior year deferred tax on share
scheme awards,

- anadverse impact of £1.0m (2021 beneficial impact of
£78m) related to 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 fellowing the
implementation of the Scheme of Arrangement which
was toxable in discontinued operations but which on
cansolidation was recognised in continuing operations.

Summuarised balance sheet

2022 2021
L £m £m
Assets
Cash and balances at central banks 464.9 77
Arnounts receivable from custamers! 1,896.1 16777
Pension asset 30.7 nz.z
Goodwill and other intangibles 134.5 1235
Other assets 129.6 93.9
Discontinued operations - 0.3
2,655.8 2,725.3
Liabilities
Retail deposits 1,100.6 1018.5
Bank and other borrowings’ 815.4 8452
Trade and other payables 62.6 771
Other liabilities 69.8 1215
Discontinued cperations 0.2 N8
2,048.6 2,094

1 Amounts receiveble from customers in 2022 are presented net of £78m
fair value adjustment for portfoho hedged risk Underlying recevables
from customers are £1.904.0m {2021 £1.677 7m)

2 Bank and other borrowings in 2022 are presented net of £4.6m tarr value
adlustrent for hedgaed risk Underlying bank and other borrow ngs ars
£820.0m (2021 £845 2m)

Coverage ratios

Vehicle finance

Credit cards
33% 34%
30%
25% 243
19%
HZ'21 HI'22 H2'22 H221 1722 H2'22

Assets have decreased by 3% to £2,605.8m driven by the

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

the markets following the mini budget announcement

in September 2022, and cash balances reflecting more
normalisaed levels of liquidity following steps taken to increase
liquidity rescurces inresponse to Covid-18 in 2020. This was
offset by the 13% growth in the receivables book. The growth
in the receivables book during 2022 has qlso driven the
utilisation of cash from operating activities.

The pension asset has reduced from £112.2m at the end of 202)
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 [fability driven investmeants which change in
value in line with long-term gilt yields. The net impact of the
fall in 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.

Liobilities 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 damounts receivable from customers increased
by £226.3m {13 5%) In the year from £1,677.7m in 2021 o
£1,804.0m in 2022

- Credit card receivables increased by 1.1% to £1,181.6m
{2021 £1,083 4m) as a result of higher customer spending,
with spend per active customer approximately 6% higher
year-on-year combined with higher customer bookings
and payments remaining stable.

- Vehicle finagnce receivables exhibited strong growth and
increased by 10.2% to £646.1m (2021: £586 2m) largely as
a result of continued portfolio growth and its competitive
advantage to draw upoen the Group's capital and funding

- Personal loans receivables increased by £48.2m to £76.3m
{2021 £28.1m) reflecting continued growth following
the successful lounch of the pilot during the second
half of 2021,

The Group’s coverage ratic has reduced from 27% at
December 2021 to 24% at December 2022 reflecting the current
nature of the macroeconomic environment, the release of
provision ne lenger reguirsd, and the strong underlying credit
quality of our portfolios,

Personatl loans Group

27%  27%
24%

V7%

13%
%

H221  H1722 41222 H2'21 Hr22 HZ'22
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Chief Finance Officer's review continued

Liquidity and funding

Histaricolly, the Group'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 On1November 2027, 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 NoJ Limited, the Group’s vehicle finance subsidiary,
to aceess retail deposit funding via Vanguis Bank with
immediate effect This enables the transition to o traditional
bank funding model in which the Group maintains access to
diversified sources of funding comprising: {i) retail deposits;

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

(iii) liguidity and funding facilities at the Bank of England,;

and (iv) access to wholesale market funding and debt

capital via its EMTN programime.

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

- infina with the Group's strategy to reduce itg reliance
on revolving credit facilities (RCF) as a source of funds
the Group took the decision to repay the RCE early on
30 March 2022 (the Group did not require the funding
and did not plan 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 jcan from Vangquis Bank to vVanquis Banking
Group plc was repaid on 30 June 2022, ahead of its
contractual maturity.

~ vanguis Bank extended a £70m lean to Monsybarn
under the existing Large Exposure Limit on 30 June 2022
(that was not waiver dependent).

~ The Group completed the annual update of the Euro
Medium-Term Note (EMTN)} programme in October 2022.

- The Group received approval from the Prudential
Regulation Authority (PRA) of a Core UK Group waiver
to cilow the use of retoil deposits held ot Vanquis Bank
to fund Maneybarn Not Limited.

Group borrowings at the end of 2022 were £1,916.0m

(2021 £1.863.7m), including £20 2m (2021 £177m) 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. vanguis Bank accepts
retail deposits and, ot 31 December 2022, had retail deposit
funding of £1100.6m (2021 £1,018.5m). The Bank’s retail deposit
offering performed weli in the year and was able to deliver
the required funding base at an attractive cost compared
to wholesale alternatives. The retail deposit funding has
increased during the year, reflecting a funding level relative 1o
lending and liguidity requirements.

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

14

The Group manages its liquidity in ine with internal and
reguiatory reguirements, and at least annually assesses the
robustness of the liquidity requirernents as part of the Group's
Internal Liquidity Adeguocy Assessment Process (ILAAP),

The Group uses a number of measures to manage liguidity.
These include:

- the Owverall Liquidity Adequacy Rule [OLAR), which is
Vanquis Bank's view of the liguidity needs as set out in
the Internal Liquidity Adequacy Assessment Process
(ILAAP) at the Vanguis Bank solc level. Liquid resources
rmust be maintained above the OLAR. The Group is in 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 propartion of high-quality liguic assets (HGLA).

As at 31 December 2022, the HQLA amountad to £420.5m
(2021 £4)4.8m). HQLA have baen in significant surplus to the
minimum regulatory requirerments throughout 2022, vanguis
Bank currently haolds its liquid assets bulfer, inciuding other
liquid resources, solely in a Bank of England reserve account.
As at 31 December 2022, the Group, an a consolidated basis,
and vanguis Bank, on an individual basis, had an LCR of 1,138%
(2021: 2,073%) and 348% (2021: 587%) respectively.

Capital

The Group is subject to supervision by the PRA oOh @
consolidated basis, as a group containing an duthorised bank
(vanquis Bank Limited). The PRA sets requirements for Vanquis
Bank as an individual entity and the conzolidated Group in
respect of capital adequacy, liquidity and large exposures.

The Group’s reguldtory capital currently consists of CETI and
Tier 2 debt capital. CET) comprises shareholders’ funds, after
adding back the IFRS g transitional adjustment, and deducting
the defined benefit pension asset and intangible assets
(including goodwill), all of which are net of deferred tax.

At 31 December 2022, the Group's CET) rotio was 26.4%

(2021: 29.1%) and the total capital ratic was 37.5% (2021, 40.6%).
CETl decreased from £507m to £479m during 2022 and total
own funds decreased from £707m to £679m. The overall
decreasse in regulatory capital predominantly reflects the
scheduled further unwind of the IFRS 9 transitional relief in
regulatory capital The continuing operations of the Group
were CETl 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 srategic placement of excess liquidity held
by the Company with the Bank of England {via Vanquis Bank).

The leverage ratio is defined by the Capital Requirements
Regulation as Tier ! capital divided by on and off-balance
sheet asset exposure values, exprassed as a parcentage
The UK leverage ratio framework sets a minimurm ratio

of 3.25%. The Group's leverage ratio at 31 December 2022
of 21.0% (2021 18.1%) remains comfortably above the
minimum reguirement.

Vanquis Banking Group pic Annual Report and Financiof Statements 2022



Capital resources

The Group elected to phase in the impact of adopting IFRS

2 over a five-year period ending 31 December 2022, as
permitted by regulation. This was achieved by applying add
back factars of 95%, 85%, 70%, 50% and 256% for years one to
five respectively to the initial IFRS 9 transition adjustment (net
of attributable deferred tax) plus any subsequent increase in
expacted credit losses {ECL) in the non-credit-impaired book
[rom transition to the end of the reporting pericd. The PRA
ratified additional capital ritigation proposed by the Basel
Committes, 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 Decernber 2019 to be fully added back in 2020 and
2021 (the ‘quick-fix’ measures) This relief is then phased out
aver the following three years on a straight-line basis, ending
31 Dacember 2024 (2022: 75%, 2023: 50%, 2024 28%).

The Group's capital headroem, at 31 December 2022, does
not include any benefit as a result of the quick fix measures
as consclidatled provisions were below 31 December 2019
lgvels. Further infarmation on the impact of the IFRS 8
transitional arrangements is provided in the Group's

Pillar 3 disclosures available on the Group's website,
www.yanguisbankinggroup.com.

31 December 31 Docomber

Capital and copital resources o _202_2 B 2021
CETl ratio 26.4% 29.0%
Total capital ratic 37.5% 40.6%
Leverage ratio 21.0% 18.1%
CET £478.8m £508.6m
Tier 2 capital £200.0m £200.0m
Total regulatory capital £678.8m £706.5m
Risk-weighted exg(;sures £1,810._8r; £1,7406m

Capital requirements

The Group operates the standardised approach to credit risk,
whereby risk weightings are applied to the Group's on and
off-balance sheet exposures. The weightings applied are
thaose stipulated in the Capital Reguirements Regulation (CRR)
The Group's Individual Capital Adequacy Assessment Process
(icaAP) includes o summary of the capital reguired to mitigate
the identified risks across the Group and the amount of
capital that the Group has available. The Group has complied
during the year with all of the externally imposed capital
requirements. The cverall capital requirement, set by the PRA,
includes both the caiculated requirement derived using the
standardised approach and the additional capital derived in
conjunction with the ICAAR.

In addition, CE11 capital must alse cover the buffers

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

the UK Counlercyclical Capital Buffer {CCyB) and the Capital
Conservation Buffer (CCoB). 1These apply to all firms and are
bosed on a percentage of total risk-weighted exposure. The
CCceB remained at 2.5%, its long-term rate, throughout the
year (2021. 2.5%). The UK CCyB increased to 1% on 13 December
2022, as previausly announced by the Bank of Fngland’s
Financial Palicy 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 capitaf risk appetite,
with thresholds reported to and monitored by Group Beard.
The Board regularly reviews both the existing and forecast
capital position to ensure that planned capital resources are
sufficient for planned changes in the balance sheet,

Fillar 3 disclosures

As part of the regulatory supervision by the PRA, the Group,
consistent with other regulated financial institutions, is
reguired to make annual Pillar 3 disclosures which set cut
information on the Group's regulatory capital, risk exposures
and fisk management processes. A considerable amount of
the information required by the Pillar 3 disclosures is included
within the 2022 annucl Report and Financial Statements. The
Group's full Pillar 3 disclesures can be found onthe Group's
website, www.vangquisbankinggroup 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 Vanguis 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 matter 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 ci
and Strategic Priorities that relate to our people and culture, sociqgj
the sustainable growth of our business, and our customers

and communities, which we published in auturnn of 2022,
the Group willmeet the needs of all our key stakeholders by:

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

- focusing on our People and Culture and creating a great
place to work where our colleagues are empowered to
learn, grow aond succeed in on environment thot is positive, . @
inclusive and rewarding; 00( )

c°
- delivering Growth and Sustainability by making our OI
business os effective and etficient as possible so that
we can continue to deliver an outstanding service to our
customers while at the same time keeping costs under
control and reducing our impact on the envirenment; and

- supporting our Customers and Community by providing
our customers with g great service and products
that meet their specific needs, and working with cur
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
affordable 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 to addressing
financial exclusion and supporting
social mobility in our communities.

Malcolm Le May
Chief Executive Officer
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Taken together, cur 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 to innovate and grow in a sustainable
way so that we can responsibly provide them with the
products and services they need now and in the future.

It also underlines our commitrnent to responding to the
needs of our stokeholders and managing and reparting
our ESG performance.

No poverty

By 2030, to contribute to ending poverty in all its forms
everywhere by ensuring our custamers have access 1o
cost-effective, responsible and appropriate products for
their needs and supporting thern and the communities
we serve through financial difficulty.

Gender equality

To contribute to achieving gender equality and
empowering all wormen and girls by achigving 40%
female representation in the Group’s senior management
population by 2024 and supporting community projects
which promote gender diversity and inctusion.

Reduced inequalities

To contribute to reducing inequality by building our
capabilities to betier identify, support and empower our
stakeholders who may face inequality and exclusion,
whether because of their agefsex/gender identity/race/
ethnicityforigin/disability/ability/where they live or what
their economic status is.

By doing this, we will champion equality, diversity and
inclusion, and provide our colleagues with a working
environment that is healthy, safe and meritocratic; coliaborate
with and treat our suppliers fairly; suppert the communities we
serve to thrive; and suppeort the UK to transition to o cleaner,
net zero economy.

By delivering on our Purpose, Mission and Strategic Priorities,
we will also continue to supporl the achievernent 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
aquip children and young people with essential skills
and knowledge that will allow them to excel.

Decent work and
economic growth

To support the promoticn of sustained, inctusive and
sustainoble economic growth, full and productive
employment and decent work for all by creating opportunities
for all gensrations and protecting and promoting labour
rights in both our business and supply chains.

Climate action

Take urgent action to combat climate change and
its impacts by achieving ocur naet zero carbon dioxide
ernissions target by 2040.

Read more about the Group's sustainability strategy on pages 36 to 37, our TCFD report on pages 40 to 49 and visit
wwwvanguisbankinggroup.com o access sur 2022 sustainability Report for further information on our ESG activities

View: Sustainability Report at

www.vanguisbankinggroup.com/

sustainability/sustainability -report-2022

vanquis Banking Greup plc Annua! Report and Financial 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 mainstreamn lenders,

we have g vital role to play in providing
the right products, services and support
as more censumers potentially find their
access to mainstream lending restricted
due to adverse macroeconomic
conditions, cost of living and affordability
pressures, and the continued reduced
risk appetite from mainstream

lenders. These cansumers’ needs and
circumstances typically changse over
time, and circalto 2 million move in and
out of the market each year. Our market
is robustly regulated, primarily by the FCA
and PRA, with regulation subject ta ongoing
evolution

There are three main categories
of praducts in our market:

- Credit Cards;

— unsecured Loans, including personal
loans; and

- Venicle Finance (Hire Purchase},

We will continue to evolve our product
oftering through 2023, enabling us to
support mare consumers ¢n their credit
journey. In particular:

- developing our loans products,
including broadening the range of
APRs, lcan sizes and terms; and

- reviewing our vehicle finance
propositien, including loan sizes, terms,
APRs and asset classes. We cover cars,
motorbikes and Light Commaercial
vehicles (LCvs), but we asplire to
broaden this further.

We continually analyse trends in our
industry, using these insights to determine
our stratagic priorities. The digital
ravoluticn, further propelled by Covid-13.
is changing how customaers 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.
Sustainabllity is of increasing importance
to our stakeholders, and we continually
review our business model to ensure our
tending remains suitable and affordable
for customers, in line with our regulatory
and social responsibilities.

18

Digital revolution

2 3 PO

Key trends
- Aconsumaor shift in buying patterns
towards online and digital channels

— Consumar expectations of a
frictionless digital experienco

- The influx of new digital products
such us digital-first iending and
mobile banking applications.

- In¢reased demand for contactless
payment methods and the use of
digital wallets

How we are responding

- Within Vanguis Bank, wo arc
investing in aur mobile app and
Digital Wallet proposition, enabling
smoother digital experiences
for customers

Wwithin Moneybarn, we have made
considerable improvements to
our customer cnboarding jourmey,
removing fiction and making the
process clegrer ond simpler

~ Thereis a progromme of
ongoing channelinvestment
and the transition o our new
IT Gatewaoy plotform should
onable the upification of our
product proaposiion

Annual Report reference
- Pages 26-22 Vonguis Credit Cords

Pages 30-32. Moneybarn
Vehicle Firance

~ Pages 33-35 vonguis
Porsonal loans

Inflationary pressure
- cost of living

2 3 P4

Key trends
The UK has becn experiencing o
higher than targeted rise in the
cost of living The Bank of England
typically targets inflation of up to
2% per annum, but CPIl Inflation in
Decembar 2022 stood at 10.7% (ONS
& Bank of England, 15 December 2022},
Inflaticn has been expected to fall
n 2023, but will still Yikely rernain
well above target levels

in particular, energy bills have risen
sharply and may increase further,
fuclled by the current geo-peolitical
situation. This Is sgueezing houschold
incomes, including those of our
custerners, as wages are unlikely

o koo pace

~ The affordabiity chollenges
consumoers faced through
2022 and continue to face as
inflution hits hard has led some
mainstream fendoers to tighten theair
assessmonts, increasing the size of
the non-prime lending market.

I

Customars may begin to
oxporicnce difficultics in
repayments as g consaguence of
the rising cost of living

How we are responding
wo have significant exparience
In [ending to customers who may
bo excluded from mainstream
lendars and carry out specialist
affordability and credit risk
assessmonts.

- We offer products across a range
of price paints, increasing financial
inclusion ocross the market,

- We monitor out customers'
performance and use carly warning
irdicatars to highhght changing
circurnstances where tailored
sdpport may be required

- Wo are actively raviewing and
adapting our offerdability
approcch to ensure our lending
rermnains suitable, affordable,
cpproprigte cnd sustainabie

Annual Report reference
— Pages183-164,182.184.185. Cost
Of Living Accaunting Judgemaonts



Links to strategy

1 Foople and Colture

Lirks to risks

P Find our fall hst of kay risks on pagos 54-65

Competitive
landscape

1 2 P2

Key trend

— Anumbaer of competitors in our
sector have been constroined
by funding due to an inability to
adapt to evolving regulation, thus
reducing supply in the market

- The higherinterost rate
environment, together with
restricted supply, has scon some
competitors passing on higher
interest rotes to customers We
have mirimised this during 2022,

How we areresponding

- Wao have a strong balance shoet
and access 1o low-cost retail
deposit funding through vVunquis
Bark. The PRA has approved our
application to enable us to utilise
this deposit funding more broadly
across the Group.

- We are constantly exploring
opportunitics to diversify our retail
offering and continuously assess
our funding options

- araduction in supply presents
an opportunity for us to maet
consumaers' unmet credit needs in
a sustainable, sutable, appropriots
and affordable manner

Annual Report reference
- Pages26-28 vanquis Credit Cards

- Puges 30-32. Monoeybarn
Vehicle Finaonce

- Pages 33 35 Vanguis
Parsonal loans

2 Growth and Sustainatility 3  Customer and Community

Sustainability

2 3 P6 PY

Key trend

— Thoreis Increasing consumer,
investor and political expectation
thot firms will conduct their
opergtions in a sustainable manner

How we are responding

- We welcome increased focus
on sustainability and engageo in
Corporate Respensibility, making o
positive contribution to our society.

- The Group reportsin line with
the recommendations of the
Task Force on Climate-reloted
Financiol Disclosuras {TCFDY,
cnabling us to consider the
impact of climate-relate risks
ond opportunities

- We work with charities and partners
in the cormmunitios we serve to
addross 1ssucs such as debt advice,
financial education and other
consumer vulnerability mattars.

Annual Report reference
- Puogos 16-17: Environmaoental, 5ocial
and Governance (ESG)

— Pages 36-48: Sustainability Report

Reoad more on our Strategy on pages 22- 23

Regulatory
environment

1 2 P5 P8

Key trend

— Firms nced tc odapt as the
regJalatory environment continues
to cvolve, for example, to the
introduction of the Consumer Duty
regulations coming into force in
2023-2024.

- Theregulotoers’ focus is on ensuring

all lending is sustoinable, suitable
und affardable

How we are responding

- We support regulation that
protects consumers and mantains
a fair and effective market. We
conttnually revicw our business
rmaodel to ensure our products
rernain sustainable, suitable
and offordable for custamers

- We have an ongoing transparent
diglogue with our regulators and
have built o good relationship
with them

- Aprogramme of gctivity
has been estaoblished to mact
the requirernants of the FCA's
Consumer Duty regulations caming
into force in 2023-2024. The Board
and Risk Committce are provided
with reguler updatas to support
their oversight

Annual Report reference
- Page 68 Relations With Regulators

vanquis Banking Group ple Annual Report and Financial Statements 2022 ] 9
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Business model

We are driven by our Purpose

to create value

or our stakeholders

Customers

Our 17 million customers are at the
heart of what we do; they are the
pooplein the UK who ot any given
time are looking for something that
manstredmilenders do not offer.

— We have developad tailoted
products to meet their requirerments
through o detailed understanding
of their neads ond challenges.

we carefuily assoss affordabifity
and creditworthiness and are
specialists in supporting customers
in financial difficulty, promoting
financiol inclusion.

Our CCE Committee is focused
on ensuring the best outcornes
for custornars acrass all our
customer interactions

Equity and debt investors

We secure long-term, lower-rate
funding through strong relationships
with our lending banks, depositors
and investors. We engage in
discussions with our equity and doebt
Investors to understand their nceds
and oxpectations lsading to better
autcomes over the long term and
improving cur sustainability

—- Wainteroct with debt investors
and sharcholders through
half-ycearly results presanmtations,
regular trading updates and
managamaent mestings

— Our Board and ExCo receive regular
updates from IR on maorket activity
and investor sentiment

Colleagues

Qur 2000 colleagues are crincal to
delivering our busincss model. The
success of the Group is dependent
upon having motivated colleagues
with the right expertise and skills to
help deliver our strategy.

- We conduct an annual collcagus
survay to register sentiment and
continually focus on making
improvements far the betterment
of our colleagues,

- We have diversity ond inclusion

WOTKING groups éocuswng on gendaor,
race, disability and LGETG+ that
meaet regularly and focus on ¢nsunng
the work crvironment is inclusive,

- Wa offer support to collcoguas
through our Employoo Assistanco
Pragramme (EAP) ond through
the provision of the Thrive app
to all colleogues.

Suppliers

Our supplicrs ars essentiol 1o provide
our product ings with the goods

and servicos requirac to enable us
to continue to meet gut cusiomars’
needs They play a vitol role In our
operations so it s important that

we doevelop strong relationships

with them.

- We have previously luunched
a new Supplicr Management
Frameowaork to engage with
suppliers effectively including
having exacutive sponsarship
for our key relationships.

We have signed up te the Prompt
Poyrment Code ond are comrmitted
to paying the majonty of our
supplicrs within 3¢ days

Regutatots
and government

We boliove maintaining an open,
constructive and trusting dialogue
with policymakers and regulators such
as the Prudential Regulation Authority
(PrRA) ond the Financial Conduct
Authority (FCA), is critical We work
closely with our regulators to ensure
we mecet all regulatory standards

and contribute to a safc and robust
bapking systerm.

—- Our application to the PRA allowing
us to use retail doposits to fund
different parts of the Group has
boen approved.

- During the Scheme of Arfrangement,
we woTked collaboratively and
oponly with the FCA ta doliver the
bast outcome for customers.

Communities

Our community iInvestment skrategy
15 alignaed to our social purpose

and sceks to invast in activitios

and Initictives which address the key
foctors that tend to reduce occess
o credit. we have continued to work
with charities and specialist partners
to address key bermars to social and
financiol inciusion, ond have ployad
arolen helping children. young people
and ocdults to boost their education

—- In 2022 we disbursed over
£280,000 0 grants 1o 27 voluntary
organisations focusing on
incgualbity, exclusion, disadvantage
and megntcl heclth 1ssues

OQur CEO s an active member of

the National Nurneracy leadership
Council, which aims to grow the
network of organisatiors and
individaals actively oddrossing the
issuc of puor rumeracy and elevate
the understandirg and importance
of the issuc at o national lovel,

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

we respond to the needs of our stakeholders by 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.

Reod more on pages 168 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

1

We develop tailored products
to meet customers’ needs.

We focus on the UK credit market,
developing simple, transparent
products with flexibility to help
/ custerners manage life despite \
not being well served by
6 mainstream lenders.

2

We attract customers
who we can serve.

We manage arrears and
customer difficulties.

We establish early contact and
ensure an ongoing dialogue with
customers who have difficulties.
This provides a sympathetic
approach to understand
customer circumstances
and offer forbearance

We use many ways to reach
consumers including increasingly
digital methods, as well as
through partners such as
agents and brakers,

Customers are
at the heart
of what we do

5
3
We collect payments due.
We offer many ways for customers We curefu“v asse_s_s
to pay or get 'nytouglh 1o discuss their CUStome(aﬂordgbmt
pay or get| and creditworthiness.

payments. We maintain frequent
customer contact and stay close to
customers through our call centres
and digital communications
(including texts, emails and

mobile app notifications). \ /
Fi

We lend responsibly.

we tend to lend smaller amounts
over shorter periods and only
lend when customers
demonstrate suitability

We use internal and external
data, taking into account both
the current situation and the |
likely future:

Vanguis Banking Group plc Annual Report and Financial Statements 2022 2]
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Strategy

Building a

sustainable Group

Our refreshed
Strategic Blueprint
Recently, we have redefined our Strategic

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

© Our Purpose continues to locus on why we are here:

to help put people on a path to a better everyday life.

Our Vision gutlines 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 aceess financial services from
mainstream lenders.

Our three Strategic Pillars, People and Culture, 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, stakeholder expectations, and the customers
and cornmunities 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 o positive impact on
people’s lives. Qur colleagues are key 1o our success, 30 we will
focus on attracting and retaining the right peopls, making this
a great place to work, and having oppeftunities to develop in
a diverse and inclusive snvironment.

- we conduct an annual survey to continually focus on making
improvements for our colleagues.

— We have diversity and inclusion groups (gender/ race,
disability and LGBTQH) to help create on inclusive environment.

— we offer support through our Employee Assistance
Programme (EAP) and the provision of the Thrive app.

Objectives

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

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

Performance

- B8% colleague ongagerment (2021 B9%).

- 33% senior management gender diversity (2021 27%)
- 2.0k crnployees nurmber (2021 2 Bk)

rogress in 2022

~ Hybnd working with a return to offices to meet collcaguo
and customer neads is working successfully

— 'One Group’ business madel implemented aond embedded
streamlining governance and management structures

- Rovised organisational design implemaented, with single shared
services across Finance, HR, IT, Change, Risk and Opcrations.

- Specric teams and harmonised rale levels created under
Managing Directoss for ouwr Curds, Loans and Vehicle
Finance divisians.

Challenges in 2022

The business has bean through significant structural change
over tha last two yeors, including the closure of the Consumer
Crodit Bivision (CCOY and the implermentation of 'One Group’

- Anumber of our collcagues have foced cost of iving pressures
that we have supported thent through, with iritiatives such as
tho Winter fue! Payrmont Scheme

Focus for 2023

Talent acquisition and ratention
- Motvois our colleogues to help deliver our strotegic objectives.
- Continued Investment in our Giversity ana Inclusicn Programme.

Risks

- Inforrnotion and dato secunily Tisk.
- Conduct risk.

- Pcople risk.



2 Growth and Sustainability

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

Capitat

AtDecember 2022, the Group had capital resources far in excess
of the overcll capital requirement, retaining ¢ credit rating, an
extensive wholesale markets franchise, and a strong performance
in debt capital markets, providing opportunities for optimising
the compesition of the Croup's regulatory capitul il desied

Funding

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

- infine with the Group's strategy tg reducs ite reliance
on Revolving Credt Facilities (RCF) as a source of funds,
the Group took the decision to repay the RCF early on
30 March 2022 (the Group did not require the funding
and did not plan 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 toan from Vanquis Bank to vanquis Banking Group
plc was repaid early on 30 June;

- Vonquis Bank extended a £70m loan to Moneybarn
under the existing Large Exposure Limit on 30 June 2022
{this was not waiver dependent); and

- the Group received approval frorm the Prudential Regulation
Authority (PRA) of o Core UK Group waiver to allow the
use of retcil deposits held at Vanguis Bank Limited to
fund Moneybarn No.l Limited, enabling the transition to a
traditional bank funding model that is primarily retail funded.

Objectives

- Embedding our operating medel around cur brands
and consolidating our products onto one platform.

- Developing technology and investing in systems.
- Cost efficient investment for sustainable growth and volue-add.

Performance

- 15.3p dwidend per share (2021.12p),

- T2.1% return an eouity continuing operations {2021 25.6%)

— 37.5% tota! capital ratio (2021 40.6%),

- £110.m statutory PBT continuing operations {2021 £142.2m)
- 38.7p adjusted basic [PS continuing operations {2621, 57.5p)

Progressin 2022

- Acceptunce of our application to the PRA to use retail doposits
to fund different parts of the Group, resulting in a lower
cost of funds

- Improving the quality of our portfclic and exiting from
high-risk segments.

- Transittoning our products to a new (T platform (named
Gateway) following o suceessful pilot of Sunflower Loons.

- Broadening our propositions, including increasing the price points
for our Credit Card customers, whilst remaining cost etficient

Challengesin 2022

- Increased competition in segmems such as vehicle finance,
partially clleviatod by the nising cast of SONIA (Sterling Overnight
Inttex Average) on seme of our competitors

- Our customers have potentially boeon exposed to the cost of
living challengoes as the UK faces macrosconomic hoadwinds

Focus for 2023

- Investing in further growth and expansion of our core
product lines

- Having an R Pregramme, cemmunicating the Group's refreshed
strotegy and the approval of the Capital Waiver

Risks

- Technology and IT nisk

~ Capital risk.

- liguidity and funding risk
- Model risk.

Vanquis Banking Group plc Annual Report and Financial Statements 2022

3 Customer and Community

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

Supporting our Customers

The Group is well positioned to provide tailored and responsible
products and services to customers who span the mid-cost,
near-prime segment, including those decling with significant
life events. Short or longer-term finnncial difficulties can damaqe
customers’ credit tiles, leading to them being excluded by prime
lenders, Qur services help people enter or re-enter the credit
market, stay in control of their finances and build up their

credit scores,

Supporting our Communities

we hove continued to support our communities through our
secial Impact Programme, working with charities and specialist
partners to address barriers to social and financicl inclusion.
Our gssistance has taken many forms:

establishing @ School Uniform Fund helping more than
1,000 pupils;

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

— sponsoring the ‘Bradford City of Culture’ Programme in 2025; and

— disbursing ower £260,000 in grants to 27 voluntary
organisations focusing on inequality, 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 the lives of our commmunities and make ¢ positive
social impact

Objectives

— Building deep relationships with customers, ensuring access
to products, services and suppert threugh various channels.

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

Performance

- 1.7m customers (2021 16m)

- £l.4m community invastmert {2021 £1.4m)

- 4.6]5 credit cards CSot score (2021, 4.7/5).

— 4.3]6 vohicle finance Feofo rating (2021 4 4f5).

Progress in 2022

- Maintained existing high lovels of customer satisfaction.

- Continued investment in our communities and partnerships

— Improving customer outcomas through the launch of digital
wallets, o broader range of APRs, and the successful launch
of aur near-prime vehicle inance offering,

- Comploted customer remediction through the Scheme
of Arrangomaent.

Challenges in 2022

— Rising cost of living pressures impocting customers’ Incomes.
- Significant increcses in the price and age of used vehicles
purchased, due to a limited avallability of new cars.

- Ingcreased demand for our social iInvestment support,
rocognising the adverse macroeconomic environment.

Focus for 2023

Investment in community-based projocts supporting numerucy

and litcracy

- Confinued development of our range of propositions, reflecting

changes in consurmaer demands ond needs.

Risks

- Creditnsk

- Opcrabonal risk

- Information and data security risk.
~ Regulatory risk.

— Conduct risk.

- Business resiliencerisk

- People risk.

- Modelnsk

23
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Key performance indicators

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

1 People and Culture

Employee numbers (k} Coileague engagement (%) Senior management gender diversity (%)

a2 72 54 88 33
27 27

=, 2.0k 68% 33%

20
Definition
numbse of peapla working for tha Group at year erd s of Questiors usaed i our colleagus Improwirg tre garder divarsity of the Group's serior
urdter contracts of erripiaymert ehgagerniant survey which determine the dagree to rmanagernant populotios ch s defired ns ol
strategictocus which colleaguas feel theay are irvestad in, motwmeq fermale colleagues with ‘ot level 14 ard above
nurnber of employses dolvenng for all stakehalders by ard passiorate aboyt the work they do at Varquis strategic focus
Comment Barkirg Group Debverrg a more equal, irclusive ond diverse
Ernployee numbers cortnued ta dacrease followirg Strotegic focus workplacs, ard supporting HM Treasuny’s Women in
tre clasure of CCO, Colleagues who feaf argaged af work and wart to Firaroa Chartar (o improve gacdur diversity i sariar
provide their vigws ar ti-e Group and (s straiegy positors withie the ficancial services sector
Comment Comment
Ergagerment acrass our business Fas beld staady at Threughout 2022 we bava contirusd to dhive aotiors

E8% dowr just La from 2021, a positive sutcome given to support delivering o netier gendar balarce ir
the challergirg year of charas ard rarsformaton senior leadershp and the achiavernart of our 4117
experierced throughoug 2023 target by December 2024

2 Growth and Sustainability continued

Adjusted PBT - R Statutory PBT — R Adjusted basic EPS - R
continuing operations (fm) continuing operations {£m) continuing operations (p)
15978 1422 575
= £126.6m o £10.d 38.7
387
. dm 7p

Performance pPerformance Performance

278 (370) n7
= 5 P, I 5 e T

tefinition Definition
Ad usted profit before tax 19 statsd bafore amortisatior of acguisitionr mtargibles, disconticusd QpEEraLors Ad ustzd AT for corurwng operations divideo by
and excaptiona temy Statutory prefit befare taos stated Gefore diseortirued oparatiars thewaightad awarages number of shaces i issue
Strategic focus Strategic focus
Profits which will impact Gegaric irvestmert wathie the Sroup or dividerd pa,merts to the Group's srarshalders Dernarstrates value genarctad par sharebclder

Camment
Ad usted profit rasreduced by £4' 2rm ard statutary profit by, £321m Whils total income remaned stoble relative 1 2021 volurne growth led to ligh e imparrmert charges
yBOr-Or-ysar ard the Cortruad IFvestrmant i tre Group’s IT Oparatiors ard Chargs & fracsformetor ageeda inflaiad cosis relotive to 202

Adjusted ROE - R Costiincome ratic — Customer receivables -
continuing operations {%) continuing operations (%) continuing operations (£bn)
255 599 .
° 548 o 17 17
» Y21% 52 59.9% £1.9bn
16 Performance performance Performance
5 . T syt rrrenr e P PPN VORI

Definition Definition
Aofusted Peture o Lguit, (ROT} 1S Gefir od o5 ad uited Adusted ¢ <
profit aftsr 1y et of fair valus gair s for corticuing of grradhsed total roome for cor
GLeratiars o5 g percertoge of 192 eduity TGUIt, strategic facus

e stated aftsr deductr g e Group's i Effiercy of the cost pase r oaler g returrs
ret af getarrad o« a- dit & fair waly .
fierascialirsircmerts 1 ot of de
Strategic focus

Returrs or &0ty erated shoa b on efiTiertly
te Group s dehsenr g ea'us for ts sharekolders

apearcert
PG Operans

frorm costem
T ihe

r .
Trecusitoircame

margirally irkr 23
rencit g traestarmig

1618 expecied toredauce
suLbr 22 i aludeg the
rssstrnert et e G
s ltis @zt
Comment te3 erar s Qur o frorrtre end of 2024
Theoducted RODredunsd i P 22 raflecur g oreards o the Group ber efits from aparator ol

the redusad profabilit,  ear-or -y oor afticasroies g+ aresu't of ks trar Sformatins Progror i <

sl year-ar -
Irgto
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2 Growth and Sustainability

Dividend per share (p)

153

* 15.3p

Performance

Fl-.l-l-"lding headroom (£m)

2802

£144.9m

Performance

1437 Taa

20 2 iz

Definition

Dividends decluredr the penod

Strategic facus

Dividend raturns provided ta our shorsbolders
from the value gererated by the Group Sub actto
market conditions the Group's dividerd poiicy is to
pay ot approamataly 40% ol its ad usted earrings
to shareroldars

[he Group's total divderd of 1o Up per share
represects growth of 27 o% year-on-year raflectir g
the strorg busness performarce and the Board =
corfiderce in the outlook far the Group ardits
capial strergth

CETlratio (%) R

342
291

T 26.4%

Performance

Definition

the rutio of the Group's Common Cquity Tier T{CETT)

to the Group's risk-weghted oseats meosured e
accordar ce stk the Capinal Requiremants Ratie {CRKE)Y
Strotegic focus

Demarsatrates tha Group's alhity towithstard
financial distress

Comment

CET atio has decreased i the year reflecurg the
scheduled urmrd of the IFRS trarsitioral relief ard ar
rerease 1 nsk-weigh ted expasures (primanty amaurts
recevable from Customerq? partly offsel by L
urderlyir g profit excludierg discontinued oparatiors

3 Customer and Community

Customer satisfaction

a5 47 48
Credit cards

4.6

CSat score (out of 5)

Cefinition

20

Cefinition

Availoble cash reserves ard fundirg or comrmitted
faciitias to func tre ror-bark group busmesses
Strategic focus

Demorstrates hguidity immediately avalable to furd
treron-bonk group

Comment

Furdirg headrogm bas decreased due to ubthsatior
of cast surplussas at the start of tre year followirg
theissuarce of f200m of Tier 2 debt capital i 2021
Furthermars, Varguis Bark limited has sigrificant
levels of igquidicy ardfollowrg the approval of the
Care UK Group waver ic hovember 2027 canraw
furd otfer parts of the Group

Total capital ratio (%) R
406
242 a7s o
37.5%
Performance

20 21 22

Detinition

Tha ratio of the Group's total regulatory capital
{own furds) to the Group's nisk-weighted ossets
measured ir accordance with the CRR

Strategic focus

Darmaratrates the Group's ability to withstard
firarcial distress and the ability to facilitate future
cpowthir risk-weighted assets

Comment

Total capitol rotic dacreased in the year reflesting
the scheduled urwird of the IFRS trarsitioral

rel.ef ard omircrease e risk-weighted exposures
(pnwmrﬂy cmourts recevabta from custarners),
partly oftaet by the urdarlying profit excludirg
discontirued operatiors

Vehicle tinance

4.3

Feefo rating {out of 5}

20 21

Trs rate at whick surveyed custarmers ware satshiad (of miare thar satsfiea) vt the service th ey bave

beer provded
Strategic tocus

Demanstraies b ow happsy, our cusiomers ars with the semvice they are recening

Comment

Custorners participating in the custarmar suryeys have cantirusd ta darmonstrate they are satisfied witk

th e sarvics bein g provided
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Key

Certain alternative
performance measures
{aPMs) have been used
in this report

See pages 229 to 234 for
an explanation of their
relevance, definition and
method of calcuiation

R Links to remuneration

Recd more on pages 11910151

Adjusted RORE =

continuing operations (%) R
323
222 o]
22.2%
59 Performance

ted Return on Recquired Fquity (ROART) 15 defined
as ad usted profit aftar tox for coruruirg oparatior s
divided by tre Group's monthly avarags PRA regulatory
cooital regquirermantrcluding PRA buffers for

the pered

Strategic focus

Demorstrates how well the Group's returns are
rairyestad ardis ar indicastor of its groveth peterual
Camment

The adjusted RORF reducad e 4 ¥ 22 reflecting

tre raduced profiobility year-on-year

Community investment (Em)

12 1.4 14

£1.4m

Definition

Tre cash costof cortnbutions provided to cammumity
proects or chantes

strategic focus

Investrnants ie the commuritios we serve tornprove
our custamers” lves

Comment

The Group bas mairtaired the amourtthatis
Irvastad P the cornmurities it serves at 2021 1ayvels
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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. Itis 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

rket characteristics

The credit card market is large and established. it reduced
in 2020, driven by lower consumer spending during
Covid-19, but rebounded strongly since then.

Coempetition in the market remains stable with key
competitars including Capital Cne, NewDay ewn-brand
cards and the Barclaycard Forward card.

There have been a few new entrants in recent years
(Zopa and Level), although these providers are yet
te reach significant scole.

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

Market appeal

Mo

26

Credit cards have high cultural adoption and acceptance
in the UK, meaning o substantic) and established
domestic market.

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

Credit cards arg growing in importance 9s a means
of transacting given the additional protections credit
cards pravide to cansumers {through section 75

of the Consumer Credit Act).

del
Credit card providers typically offer Jow initial limits
and grow these responsibly through credit line increases.

Consumers arg predominantly acquired oniineg, with
affiliates (e.g. ClearScere, Totally Money, etc.) becoming
increasingly used by consumers who wont guaranteed
acceptance before applying. Mobile apps have become
the principal way to manage an acceount.

New advancements in credit cards include the increasing
use of open banking to assess affordability and digital/
virtual cards.

Number of active
credit card consumers
in our target
addressable market*

9.0%

Vanquis share

8.03m 8.13m
Varnaguls
share
5% 50%
Dec Dec
2} 22

* Interhal analysis of our target

Vanguis Banking Group pfc Annual Repart and Financial Statements 2022

addressable market based
on TransUnion data



Credit cards — financiai pertormance

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

by new customer acquisition and spend

The Group's credit card business reported adjusted PBT
for the year of £178.5m (2021 £173.9m) which wos a result

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

New customer bookings for the pericd were 225k (2021 199k)
refllecting an increased emphasis on customer acquisition
initiatives and above the line marketing efforts. The total
number of custorners at the end of December stood at

1.54m (2021 1.54m).

Atthe end of December, spend on o per average
active customer basis was approximately 8% higher
year-on-yaar When cornbined with higher customer

bookings, and payrments per active customer remaining
stable, this resulted in receivables growth of approximately

1% to £1,182m (2021: £1,083m).

The annualised 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 25.8% (2021: 26.0%).

66

I first took out a Vanquis credit card

for debt consolidation. | 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 lot and now | just
use my Vanquis card for everyday
iterns, things we need for our little

girl. Things like clothes, toys and the

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

and in a sensible time frame.

Oliie
Teacher

—  During 2023, the credit card business will continue to
focus on its strategic ambitions which include growing its
customer numbers and balances in @ sustainable way
and providing an enhanced digital experience.

~ Shortly after the period end, Vanquis Bank won 'Best
Benefits or Loyalty Scheme’ and '‘Best Customer Service’
at the Card and Payment Awards and it also won the
‘Changing lives in Lhe Community Award”.

Credit card KPIs
238y 25.0%

21 0.3% 1%
22

Asset yield Cost of risk

vanquis Banking Group plc AnnuciReport and Financial Statements 2022 27

1.0da1 oiBe1nng



Credit Card Division continued

Credit cards — financial performance continued

The Group's credit card business is a leading speciatist lender
inthe large and established credit card market with strong
capital and figuidity positions. For FY’'22, the business reported
adjusted profit before tax of £178.5m {2021 £173.9m} and
receivables at the end of the period of approximately £1,182m
{2021 £1,063m). Shortly aiter the period end, Vanquis Bank
won ‘Best Benefits or Loyalty Scherme’ and 'Best Customer
Service' at the Card and Payrment Awards and it alsc won the
‘Changing Lives in the Community Award”

New customer bookings for the year were 225k, up from 198k
in 2021, as a result of new customer acquisition initiatives
including a breadsr ranges of price points and improved
Balance Transfer ofterings. Credit card custormer numbers
were broadly flat at 1,54k as of December (2021, 1,541k) varsus
a decline the year before, Active customer numbers, defined
as customers with activity on their card in the last month, were
1,227k (2021:1,266%)

During 2022, credit line increases amounting to appreximately
£318m (2021 £170m) were issued to customers as part of
Management's strategy to rebuild the loan book ona
prudent basis whilst supperting customers’ additional credit
requirements. At the end of December, the average utilisation
rate was approximately 48%, which remains below levels seen
pre-Covid-19. The pbusiness has launched several initiatives
already designed to improve the utilisation rate including the
launch of Android Wallet during H2'22. Receivables ended the
period at £1182m (202) £1,063m), representing growth of 1%
year-on-year.

The credit card business generated interest income of
£333.2m during the year, versus £328.8m in 202). There was an
improvement in the asset yield to 25.0% (2021: 23.8%), which
reflects the combination of highér interest income and lower
average balances year-on-yedar.

Funding costs decreased to £22.4m during the year, versus
£24.9rm in 2021, reflecting fower retail deposit balances heid
year-on-year, as the amount of deposits held was normalised
post-Covid-19. Net fee and cormmission income reduced

in FY22 to £44 2m (2021 £57.4m) reflecting the cessation

of the ROP product.

The impairment 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 o
produce arisk-adjusted margin which was flat year-on-ysar
at 25.8% (2021 26 0%).

Costs decreased 1o £164.8m during the year versus £1841m
in 2021 reflecting lower salary costs, an improved profile
with some supplier arrangements and some centralisation
of tunctional costs.

28

The credit card business grew its loan book by % during 2022,
the highest leve! of growth since 2017, and it has maintained
its strong capital and liquidity positions. [t remains focused on
enhancing its custorner and digital propositions, including @
new Vanguis 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 a sustainable
way and providing an enhanced digital experience.

12 months ended 31 December

2032 202
S __ _Em __ Em _ Chonge
Total customer numbars {*000) 1,541 1,541 —%
Active customer numbers {000) 1,221 1286 (36%)
Period-end receivables 1182 1,063 n2%
Average gross receivables' 1,332 1,379 (3.4%)
Interest income 333.2 3288 13%
Interest expense (22.4) (249) (10.0%)
Net interest income 310.8 3039 2.3%
Net fee and 44.2 57.4 (230%)
commission income
Cther income 51 0.4 1175.0%
Total income 360.1 3617 (0.4%)
Impairrnent charges ('6.8) (37) 264.1%
Risk-adjusted incorne 343.3 358.0 {41%)
Operating costs (164.8) (184.7) (105%)
Adjusted profit before tax? 178.5 1739 26%
annualised asset yield® 25.0% 23.8% 1.2%
Annualised cost of risk? (1.3%) (0.3%) (10%)
Annudalised return on equity? 321% a427% (10.6%)

J Coleulgted as the average of manth end gross recevables for the
13 months ended 3l December,
Adjusted profit befors tax s stated before £0 2m of exceptiona' redundancy
costs in 2022 and exceptional radundancy ¢costs of €1 Gmin 202t
Interestincome as a percentage of average gross recevables for
thi2 13 months ended 31 December
4 Impairment charges as o percentage of average gross recaivables
for the 13 monihs ended 31 December
5 adjusted prohit after tax as a percentage of average oguity for
the i3 months ended 3i Decembar

a3

&)

Certain alternative performance measures (APMs) have been used
in this report See pages 22% to 234 for an explanation of relevance
as well as their definition.

Vanquis Banking Group plc Annual Report and Financial Staternents 2022



66

Vanguis have been great. it
was o really eqasy 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 Cllie, 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 giri to grow
upin, and it's not far from both our schools.

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

| first took out a vanguis credit card for debt
consolidation. | wasn't too great with my tinances at
Uni, as | just used to spend anything | had. But things
change. My credit rating has improved a lot and now
I just use my vYanquis card for everyday items, things
we need for our little girl. 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 g sensible time frame.

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

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

Watch Oilie's full interview at
www vangquisbankinggroup.com/
who-we-arefour-custoraers/
meet-ollie
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vehicie 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.

pavid Shrimpton
Managing Director — Vehicle finance

Ma

rket characteristics

Vehicie finance is a secured product. Secured financeisa
well-established and culturally accepted way to purchase
big ticket itemns, such as a car, with the opportunity for
further growth in used car acquisition.

Customers have on incentive to maintain their repayments
due to the utility of the vehicle (e.g. a caris needed to
get to work).

Market appeal

Mo

30

The vehicle finance market is iarge and growing.

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

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

Moneybarn has the broadest coverage of APRsin the
non-prime market and its expansion into near-prime
lending enables utilisation of existing capabilities to
support more consumers requiring access to finance
in order to purchase a vehicle,

Moneybarn's access to lower cost funding provides
a significant advantage over a number of competitors.

del

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

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

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

The technclogy in this market {s evolving from a manual
process to increased digitisation and smoother customer
anboarding (e.g. auto-atfordability and 1D veritication).

Number of active vehicle

finance consumers in our

target addressable market*

5.0%

Moneybarn share

vanquis ganking Group ple Annual Report and Financial Statements 2022

1.94m 199m
Moneybarn
shore 48% 50%
Dec Dec
21 22

= Internal analysis of our target
addressable market based
on TransUnion data.



vehicle finance - tinancial 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 adjusted
PBT for the period of £38.0m (2021 £28.9m) which
represants strong loon book growth year-on-year
and lower Interest expenseg,

- Atthe end of December, there were 100k vehicle finence
customers (2021: 93 9k) and receivables of £646m
(2021: £686m), representing growth of 10%. Growth in
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
increcising to 42k (2021: 37k) with vehicle pricing remaining
consistent year-on-yaar.

- The annualised cost of risk at the end of December
decreased o 8.2% (2021: 8.6%) driven by lower arrears
rates during the period reflecting the focus on attracting
ltower cradit risk custamers since 2020, As ¢ result, the
risk-adjusted margin improved to 11.8% (2021 9.9%).

~  During 2023, the vehicle finance business will focus on
growing its addressabie market by intreducing new
products and services for customers including new asset
closses and contract types,

The Group’s vehicle finance business is one of the leading
suppliers of vehicle finance to non-prime customers in the UK.
For the 12 months to the end of 31 December 2022, Moneybarn
generated adjusted profit before tax of £38.0m (2021 £28.8m)
and receivables at the period end were £6845m (2021 £586m),
representing growth of 10% year-on-year.

New businass volumes in FY'22 grew by 14% versus 2021 at 42k
(2021: 37k) notwithstanding the challenging macroeconemic
backdrop. As aresult, the vehicle finance business ended the
year with 100k custormers for the first time in its history {20210
93.9k). As a result of its focus on higher-quality customers

on average, ond the robust pricing environment seen in the
used-car market throughout 2022, the average loan size
increased to approximately £9k whilst maintaining average
loan to values 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 £686m), driven by the improvernent in business volumes
year-on-year, particularly during the second half of the year.

Interest income during FY'22 increased to £140.6m (2021 £137.8m)
reflecting the growth in the loan book year-on-year. The
annualised asset yield increased year-on-year to 21.4% versus
20.5% in 202), reflecting the fall in average gross receivables
year-on-year as a result of the timing of new business
volumes being weighted to the second half of the year.

Interest costs decreased during the year to £221m frem
£271m in 202, reflecting a lower cost of funding received from
the Group during the period, including the intercompany
loan from Vanquis Bank. As a result, the net interest margin
improved ot the end of December stood ot 18.0% versus 16.5%
o year earlier.

12 months ended 31 Decomber

2022 2021
o _ o £m Em_ flcnge
Total custormer numbers (000} 100.0 939 6.5%
Period-end receivables 646.1 586.2 10.2%
Average gross receivables' 656.6 6711 (2.2%)
Interest income 140.6 1379 2.0%
Interest expense (22.1) (2710 (18.5%)
MNet interest income ng.s no.g 8.9%
Total income 185 noa B8.9%
impairment charges (40.8)  (448) (B5%)
Risk-adjusted income 777 66.2 17.4%
Operating costs (39.7) (37.3) 6.4%
Adjusted profit before tax? 38.0 288 31.5%
Annualised asset yield® 21.4% 20.5% 0.9%
Annualised cost of risk® (6.2%) (6.6%) 04%
Annualised return on assets® 3.6% 3.0% 0.6%

I Coleculated as the average of month end gross receivoblas
for tha 13 months ended 81 December
2 Adjusted profit before tox s stated bofore £8 2m of exceptional redundancy
costs i 2022 and exceptional Senior bond buy-back cosis of £14min 2021
3 Interestincormne as o percentage of average gross receivabios for the
13 months ended 31 December.
4 Impairment charges as a percentage of gverage gross recaivables
for the 13 months onood 31 Docember
5 Adjusted profit atter tax as a porcontage of average total assets
for the 13 months ended 31 Docember

Impairment fell 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 ameount of pravision release. As a
consequence, the gnnualised cost of risk decreased to 6.2%
frorn 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 rote versus the
previous year, reflecting the significant increase in lending
volumes ysar-on-year and the additional service costs
associated with the higher volumes.

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

Certain alternative performence measures (APMs) have been
used in this report. See pages 229 to 234 for an explanation
of relevance us well as their definition.

Vehicle finance KPIs
20.5% 2M4%

6.6% g2%
2]
22

Assetyleld Cost of risk
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Vehicle Finance Division continued

Customer case study

Lee’s story

6

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 out intotal. They were very thorough in their approach
for an IT software company working in Manchester. to muake sure everything was affordable for us.

| currently live in o 3-bedroom semi with my wife, my
two 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 cor finance from Moneybormn, J had o what we want.
four-seat convertible Audi, then Covid-19 changed

everything and we moved to Manchester. My daughter

moved in, we adopted Alfie, and then adopled two

dogs from overseas who had been abandoned and

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

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

In the past, | had some financial trouble, so our lenders
were 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 vanguis Banking Group ple Annua! Repoit and Financial Statements 2022

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

It'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 @ hat we now have access to a vehicle to do

Watch Lee’s full interview at

www vanguisbankinggroup.comy
who-we-arefour-customers/
meet-les



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 — Personat loans

Market characteristics
- The personal loans market is substantial and growing. Number of active personal

i 4.472m
- The business opsrates under the Vanguis Bank brand loan consumers in otlr target 4.36m
on the open market through intermediaries and affiliates addressable market
such as ClearScore.

- Providers operote at a range of price points o
(circa 15 - B0% APR) enabling consumers with a broad - (o)

range of risk profiles to access unsecured locans. i
Vanquis share

- There have been a number of new near-prime entrants

(e.g. Lendable and Chetweod Financial) in recent years. zﬁglu‘s
05% 0.8%
Market appeal
- The non-prime personalloans market is substantial in size DSC D292C
and growing.
- Personal loans have high cultural adoption and * Ipternal anaiysis of our target
acceptance in the UK. addressable market based

on TransUnion data
- Offering personal loans provides the opportunity to
leverage core skills in loans and allows Vanquis Banking
Group to meet more of its existing customer needs.

- In addition, vanquis Banking Group has strong access
to funding, low cost of funds and censiderable capital
strength versus compsetitors in this market, providing an
opportunity for it to meet a greater level of the demand
in the market.

Model
- We offer personal loans over one to five years across
a broad range of APRs.

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

- Customers are acguired increasingly through internet
affiliates, with customers then typically managing their
account through an online login er mobile app.
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Personal Loans Division continued

Personal loans - financial performance

Personalloans continued to grow in FY'22 with

receivables and customer growth of 172% and 73%

- 2022 was the first full year of aperations for the personal
loans business, following the successful launch of an initial
pilot phase in HZ'21.

- The Group's personal loans business delivered o loss
bafore tax of £15.7m for the peried (2021 joss before tax:
£8.7m) refiecting growth in the business year-on-year
and continued investmeant in the 1T platform supporting
it, known as Gateway,

- Asof 3t December 2022, the business had 34k (2021 20k}
custorners and total receivables of approximately £76m
{202): £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 il product offerings in future.

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

Vanguis Banking Group established a personal loans business
during 2021 to diversify 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
£lk-£5k over one to four years. The typical personal loan
customer will be similar in nature to existing credit card and
vehicle finance cusiomers with similar average credit scores.
The business grew both customer numbers and receivables
strongly during FY'22, reflecting the successful launch of the
business and its market position

New Dusiness volumes during FY'22 were 27K, versus 12.8%in
202, reflecting the business’ first 12 months as an open market
operator. As aresult of these new customer bookings, the
businesses ended the year with 34.4k customers versus 19.9k
at the end of 2021 At the end of December, recelvables stood
at £76.3m versus £28.Im at the end of 202), driven by new
business volumes increasing significantty year-on-year.

The personal loans business generated interest income of
£13.im during the year (2021: £7.2m) driven by higher average
receivables year-on-year as the business grew strongly
throughout the period. The asset yield for the year was 257%
versus 28.1% in 2021, reflecting the growth in the loan book
during the period.

The lrmpairment charge for FY'22 incregsed to £8.5m, from
£2.1m in 2021, as the business began to gain scale and
book new customer loans, This equated to an annualised
cost of risk for the year of 16.7% (2021: 8.2%), which resulted
in the risk-adjusted margin falling to 6.7% versus 18.8%

for the prior year.

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

in 202}, reflecting higher average balances being carried,
eguating to an interest margin of 2.4% versus 3.1% in 2021, Costs
increased dunng the course of the year o £18.1m {2021 £12.0m),
reflecting higher new business volumes and the ongoing
investment in the new IT infrastructure platform known

as Gateway

34

12 months ended 31 December

2022 202
) £m £m __Ch_clljgo
Total customer numbers (000} 344 199 72.9%
Period-end receivables 76.3 281 171.5%
Average gross receivables’ 50.9 256 98.8%
Interest income 13 7.2 81.9%
Interest expense (1.2) (08) 50.0%
MNet interest income 1.9 64 85.9%
Total income .9 6.4 85.9%
Irmpairment charges (8.5} {21) 3048%
Risk-adjusted income 3.4 43 (20.9%)
Operating costs (19.0) (13.0) 45.9%
Loss befora tax (15.7} (87) 80.5%
Annualised asset yield? 25.7% 281% {2.4%)
annualised cost of risk? (16.7%) (8.2%) (85%)

I Caloulated as the average of month end gross recoivables
for the 13 months ended 31 Decamber

2 Interostincome 05 g percentage of average gross raceivables
for the 13 months ended 31 Decomber

3 Impairment charges as g percentage of average gross receivables
for the 13 months ended 31 December

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

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.

Personal loans KPis

2812
1% 257%

18.7%
8.2%

21
22

Asset yield

Cost of risk
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| came to get a Vanquis loan
because my husband has got o
Vanguis 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
ICU nurse

Customer case study

Tracy’s story

Hi, 'm Tracy, I'm 48 and I'm a full time ICU nurse
working in Glasgow. | love the work that | do, I've got

te 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-cp
recovery or helping with an unexpected trauma when
Iget to work that day.

My main hobby is geing on 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.

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

I came to get a Vanguis loan because my husband
has got a Vanquis credit card. $o, 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 fromus
having the work done so we're putting that towards

a holiday in Morocco.

Ilike to repay my loans early, so I'll start cverpaying
on that as soon as we get back from our holiday.
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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 envirenmental, social and governance
(ESG) performance.

Malcolim Le May
Chief Executive Officer

Al Vanquis Banking Group, our 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:

- operate 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 cutcomes to
them throughout their journey with us; and

—~ act responsibly and sustainably in alf our stakeholder
relationships by creating a fair, inclusive and diverse
workplace, supparting our local cammunities, reducing
our impact on the environment and taking action on
climate change, treating suppliers fairly, and engaging
with the Government and our investors and reguldtors
on ESG-related matters.

36

Governance and management

ESG matters are an impaortant part of the Group's overall
strategy for which the vanquis Banking Group plc Board is
responsible. As such, the Board receives reguiar updates

on ¢ 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’ expecictions and evolving corporate
governance reqguirements.

Read more on pages 100 to 102

The Executive Committee plays an important role in
suppeorting the management and reperting 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 oversae 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 $DGs.
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No poverty

Vanquis Banking Group objective

By 2030, to contribute to ending poverty in all its forms evatywhare, by ansuring
our customers have acce to cost-effective and appreprniate products far ther
needs and supporting them through tinancial difhculty

FY’22 highlights and achievements

We primanly contribute to this Goal by delivering on ou- Purpase of helping

to put people on a path to o beller everyday life and responsibly prowiding

our 17 mill.en custorners wath credit cards and loans through our Yangurs
business ond vehicle inance products through Moneybarn We also support
the financial nclusion agendae through our Foundation by providing grants to
chanties and specialist partners 1 addiass issues ke custorner vulnerability,
product accessibility and financial difficulties, In 2022 we also contnibutad to
the achievemeant of this SDG by working with lengstanding partner incomeMax
to launch o new onling platform which provides custorners wath digital access Lo
ane o-one, expert advice Lo belp maximise theirincome We 0!so continued to
fund the Money Chanty to pravide information, advice and guidance to people
of ali ages o that they develop maney management skills and increase ther
finanecal wellbeing In 2022, this enabled the chanty to deliver 209 haurs” worth
of inancigl education workshops (e 4,848 young people. and 78 haurs worth
of finoncial wellbeing worksheps to 954 adults. In providing this much needed
sUpport, the Money Charity prioritises supparting the most disaavantoged
students and hard to reach groups 1n 2022, 83% of participants came from
discdvantaged groups

Gender equality

Vanquis Banking Group cbjective
By 2024, to hove 40% female represertation in the Group's senar
rmanagement population

FY¥’'22 highlights and achievements

The Group's senior maragement population curnently hos 33% (z02% 27%)
iemale representation. The key actions we undertook throughout 2022 to
support this SDG nclude ansuring gender palanced shortlists when recruiting
for all serior leadership rales aorass Vanguis Banking Group, hosting events
to challenge and change behaviour/mindsels around, equaity. diversity
andirnclusion This has included delivering ‘Menopausainths Workploce'
sesstons, helping colleagues beneft from increased me-opause awareness
guitdance and suppart, continuing to adopt hybnd waorking models and
enabling collecgues 1o work with greater flexibitty, ensunng they have the
support they need We have also continued to suppart a Gander Affinity
Group as part of our Company-wide Inclusion Community

Through our Foundation, we also support projects which awn to empawer
warnen and girls For exampie, in 2022, through our partnershipwth the London
Comrmunity Foundation we provided funding to the fermale-led char'ty, Belisve,
whichwill anable it to delver o leadership programme to disadvantaged

yOuUNg women in Lewisham, South London, so that they rmprove their sacwal and
econam.c outcomes, whilst taking contral of thelr ves. In addition, through our
partnership with the tiampshire and Isie of Wight Community Foundation, we
are funding the Avenue Centre In Southamplon ta deliver a programme that will
support sacially deprived young mums to overcame a range of chalienges from
dormeastc and fincncal abuse to asylurm and mental heclthissues

Reduced inequalities

vanquis Banking Group objective

By 2030, to contribute to reducing inequality by building our capatilites 1o better
identify. support and empaower our stakeholders who may face inequality and
axclusionwhetnel it s because of their ogelsew,’gender idenuty/racefethnicityf
origin/disatutityfaniityfwhers thay Ive of what ther 82oNomIc Sttus is.

F¥'22 highlights and achieverments

We support this Goal by providing funding to a range of projects through our
toundotion which seek to reduce iInequalities For example, in 2022 we provided
funding to Horn Starg in Brant, North West London, (o delver its Youth Zone
praject, whieh is a twice weekly sofe space for 8 1018 year-olds compnsing youth
club sports actvities and monthly trps reaching 100 young peopte expenencimng
deprivation We alse suppatted the FreeZB Alkance, o London-based cammunity
organisation. which supports L3BIO+ young peaple and therr parents by increasing
therr wellbe ng resilience and social connections, and by reduaingisolation and
improyving family connections Our funding also supports the delivery of LGBTQ+
awareness teaining in schools and other organisations to promote inclusnity

In terms of seeking to mamnton aninclusive and diverse workploce at Yanguis
Banking Group‘ we continue (o da this vio our Group-wide Inclusion Commiunity,
which comprrises five aligned Atfinity Groups focused on Disabilty, LGBIQ+
Gender Balance, Ethnicity and Social Mability These groups cunently have

aver 70 active and reprasentative members, as well as an extensive network of
Affinity Group allies, and help to coordinate work across the Group 1o celebrate,
learn and ncredse awarenass around an extensive range of inclusive and
diversity-reioted events

Quality education

Vanguis Banking Group objective

By 2030, to contribute to ensunng incusive and equitable quality educaton and
promaote Ifalong learing opportunities for all by partnering with aorganisations
that will help ta equip children ana adults with essential skills and knowledge
theat will allow therm to excel in many different directions

FY'22 highlights and achievernents

We continue to contrnibute ta this SDG thicugh the watk we support with cur
educabian partnars Through our longstanding partnarships with Nationa'
Numeracy, the National Litsracy Trust and Leading Childran, we hove supported
a number of programmes which aim to boost the litesacy and numeracy
skills of children and young people We a-e alse comimitted to ensunng that
children do not lose out on ther educohion hecause of the current cost of
Iving challengas that many families are decling with 1hisis why we set up
funds with School-Home Suppart and tne Dixons Acadernies Trust which have
supplied essential items of school uniform to mare than 1,000 students acraas
Bradford, Liverpoc|, Manchester and Blackpool in me for the start of the
autumn 2022 tenm

becent work and economic growth

Vanquis Banking Group ebjective

By 2030, to cantribdte o promoting sustained, inclusve and sustainable
econormuc growth, ull and prodiuctive employment and decent work far all by
creating opportunities for gl genarations and protecting and pramoting labour
r.ghts m both our business and supply chains

FY 22 highlights and achievements

We continua fo support this Gaal, whichis aligned with our Purpose, by funding
the delivery of actwities and iniatives sr the Communities we serve vig our
toundatian In 2022, this involved providing funding to sradford Community
Broadcasting [BCB) to engage with and support chidren and young people to
Increase their oracy and digital skils confidence and selt-esteem, and widen
their life chances, asprrations and sducational outcomas through becoming
radio broadcasters and producers for the broadcasts on BCB Racdko We also
provided funding to the Pertsmouth Sail Training Trust, which s close to where
aourvahicle finance business s based, to deliver manume industry training and
skills developrment for disadvantaged young people frorm its locol commumty
Finally, we continuad to support and participate in the Social Mobility Business
Partnership which delivers a programme that aims to remove barmars,
develop skills and provide experiences ta sixth form and college students from
disadvantaged backgrounds so that they can pursue corsers in the lagal and
professional services sectors. In 2022, the overall programme supported more
than 50015 1518 year-old students, with Vanguis Banking Group hosting 1°
students from schools and colleges next to its Bradford head offce

Climate action

Vuneuis Bunking Group torget

lo achieve net zera carbon dioxde ermissinns by 2040 target, support the
UK's transition to a net zero econamy ond take urgent action W tackle chmate
change and its impacis

FY'22 highlights and achievements

During 2022, we have continued to reduce aur trmpact on the enviranment

by improving the energy and resource efficiency of our operations and
understanding and reporting the actual and potenticlimpacts of climate-related
risks and opportunities on the Group. We have also taken a number of inpaortant
steps that support our net zere target These include accounting for all the
scope 3 GHG emissions that ure matenal to ous business activities so that we
con report ooccurately, working towards setting accurale science-basad targels
to support the delivery of our overall net zera by 2040 target” publishing a second
report which meets the TCFD recommendobions and evolving oun approach

to carbon offsetting so that we achieve carbon reduction fram the planting/
prasarvation of natural habiats.

Vistt: vanguisbankinggroup.com

View: Sustainakility Report at
Www‘vcnquw’sbcmk'mggroup.com,’
sustainability/ sustainability-report-2022
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Sustainability continued

Measuring and reporting

our ESG performance

We have developed o 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 FSG objectives and targets.

Regular progress reports and updates are provided to the Group Executive Committee, Board and CCE Committes. These
measures also support us 1o meest nen-financial reporting requirements under sections N14CA and 414CB of the Companies
Act 2006 (see pages 52 and 53) and inform the remuneration of the executive directors, which is, in part, linked to our progress

towards the Group's ESG objectives and targets.

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

Objective

Medasure

Performance in 2022

Custorner outcomes are
pasitive ond congistent with
our Purposeo, Missian, Strategic
Priorities and culture,

Customers

Colleagues Our colleagues are engaged
with and supportive of tha
Group’s Purposae, Mission,

Strateaic Priorities and culture

Communities Positively impact the lives of
the people in the communities
we serve, particularly children
and young poaple, by providing
thom with accass to education,
sociol and financial inclusion,
monoy odvice and econormic
development opportuntios.

Contirues actior to reduce adr
impocts on the environrmaent,
particularly in relation ta
chimate chonge

The environment

Levels of customer
satisfaction.

Credit card: 4.6/5 {2021: 4.7/5).
vehicle finance: 4.3/6 (2021 4.4/5).

Number/percentage
of customer complaints.

Collcague engagement
scorc as measured by annual

collcague engagement survoy

Total number of complaints: 29,188
(2071: 6B,518).

Number of complaints referred to the FOS:
354 (2021:13,313)

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

Over colleague engagement score: 68%
(2021: 63%).

Better Everyday index score
which relates to the Group's
culture and the way we treat
customers and colleagues

The amount invested por
yoar [0 support community
programmes, mongy advice
programmes and socicl
research, including the
number of grants distributed
to grass raots cormmunity
organisations

Absolute scope |
and 2 greenhouse gas
{GHG) emissions.

Better Everyday Index score: 60% (2021: 63%).

f£l.4minvested to support community
programmes, money advice programmes
and sccial research {2021 £1.4m)

1,014 hours velunteered by colleagues during
work hours {2021: 425)

Scape 1and 2 emissions: 1,017 tonnes
of COe (2021: 1,239 tonnes of COLe),
areduction of 18%

Total scope 1 and 2 (ond associated scope 3)
emissions, 1,348 tonnes of CGe {2021 1,848
tonnes cf COze). areduction of 18%.

The progress of our
workin meeting the
recommendatiors
of the TCFD

We have continued to report in line with

the recommendations of the TCFD. Refer to
pages 40 to 48 for more information. we will
also, by Q2°23, set science-based targets that
will focus on reducing our scopeland 2 GHG
emissions and engaging with our top suppliers
by spend to reduce their own GHG emissions

lFor turther detalls on our ESG activities and progress against 2022 targets, refer to our 2022 Sustainability Report

and corporole website.
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Supporting and engaging

our colleagues

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

bein the besl 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
journeys with us.

we know that our pecple perform at their best when they are
part of @ culture that is encouraging, supportive and inclusive.
By embedding our Purpose, Mission and strategic Priorities
across the Group and engaging our colleagues in meaningful
ways, our aim is to create a great place to work and to

inspire all our colleagues to contnbute to the sustainability

of Vanguis Banking Group.

Be Yourself — Our Inclusion and Diversity Programme
At Vanquis Banking Group, our ambition is to build and sustain
an inclusive culture which celebrates and values differences,
and ensures that all colteagues can be themseives, have a
voice and can reach their full potential. we know that when we
have this culture, and our workforce 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 our ambition, sur Pecple Function
works across the Group to provide our colisagues 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 beg themselves and

fesl engaged.

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

- 17% (2021:19%) of colleagues informead us that come from
a Black, Asian, other White or Minority Ethnic background

- 8% (2021 7%) of colleagues informed us that they were part
of the LGBTQ+ comrmunity

- 17% (2021'17%) of colleagues were eligible for free schoal
meals when growing up
= This data is based on colleagues’ voluntary self-declaration via our

November 2022 colleague engagemaent survey which accounts for 79%
of the vanquis Banking Group waorkforce

Gender diversity at Vanquis Banking Group

An important area of focus for our Inclusion and Diversity
Programme is cn improving gender diversity. Throughoul 2022,
we have cohtinued to drive action to support our business to
achieve a better gender balance in our senior management
population and, in doing so, ensure that we mest our Women
in Finance Charter 40% by Decermber 2024 target.

As of Decermnber 2022, the repraesentation of women and men
in the Group's workplace is as follows:

No. of % of No. of % of
Tatal women wornen men ~ HE\
Board . 9 4 44% 5 56%
Executive
Committee I 4 36% 7 54%
Senicr manageament
population 122 40 33% 82 87%
Al 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 feedback from, our colieagues
is key to nurturing and growing a people centric culture,

and ensuring thot we have policies (see the Non-Financia!
Inforrnation Staternent on pages 52 and 53), processes and
initiatives in place to help them thrive. We continue to carry
out an annuol colleague survey to find out what colleagues
think and feel about working for vanguis Banking Group.

The most recent survey was undertaken in November 2022
and had a response rate of 78% (2021 71%). Scores for overall
colleague engagement and in refation to our Better Everyday
Life index (this is about the Group's culture and the way we
treat custemers and col\edgues}, which have held steady
despite o challenging o year of change and transformation,
are set out below:

— our overall colleague engagement score in 2022 68%
(2021: 69%), and

—  our Better Everyday Index score in 2022 6§0% (2021 61%).

Our Colleague Forum

Wwe aiso have in place a Colleague Forum which is made up
of 42 elected representatives who are drawn from across all
aredas of our business and ensure that the vaice of colleagues
is factared into decision making processes and fed back te
the Board through our Designated Non-Executive Colleague
Champion (see page 86 for more information).

Taking action on

climate change

We recognise that the growth and sustainability
of our business depends on the resilience of our
operations, supply chains, and the communities
where our custamers and colleagues live and work.

This means that it is essential we minimise our environmental
impacts and work with others to take action on the globally
important issue of climate change. This means embracing
the Paris Agreement and keeping global warming to no more
than 1.5°C above the temperature set before the beginning of
the Industrial Revolution This requires the Group to transition
to a low carbon ecanomy and contribute to building a
resilient future, and cregting new businesses and jobs.

Our commitment to do this is underpinned by our ombition
to achieve net-zero carbon dioxide emissions by 2040,

As we progress towards our 2040 target, we will continue to
identify, analyse and report material climate change-refated
risks and opportunities and their financial impact on the
Group, in line with the TCFD's four recormmmendations and
eleven recormnmended 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
disclosures since our Annual Report and Financicl Statements
2021. In publishing a climate-related financiai report in our

40

Annudal Repart and Financial Statements 2022, the Group has
made a disclosure that is fully consistent with the fallowing
TCFD recommendations and recommended disclosures:
governance (disclosures (o) and (b)), strategy (disclosures (),
{b) and (), risk management (disclosures (a), (b) and (), and
metrics and targets (disclosure (b)), we will be fully consistent
with metrics and targets disclosures (@) and (c) fallowing 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
recommended disclosures will be undertaken throughout 2023,
In publishing a compliance statarmeant which makes clear which
recommended disclosures we are fully consistent with, and
which we continug to work towards, Vanquis Banking Group
complies with the FCA’s Listing Rule 9.8.6R(8). we will ensure
that we continue to work towards applying all the TCFD general
and supplemental guidance to the approach we take ©
understanding, managing and reporting of climate-related
risks and opportunities, as well as in publishing future

TCFD reports

Recommendation 1: Governance and management

of climate-related risks and opportunities

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

and senior management team assess, manage and report
climate-related risk and opportunities, as well as monitor and
provide rigorous challengs to the Group's progress against the
goals and targets that have been set in relation to the climate
change agenda.

Vvanquis Banking Greup plc Annual Report and Financial Statements 2022



Disciosure lu): How the Board oversees ciimate-related
risks and opportunities

The Vanquis Banking Group ple Board has overall accountability
for the delivery of the Group's strategy and reviews sustainability
performance and ESG considerations, including matters which
relate to the climate change agenda. The Board receives two
updates on the ESG agenda per year in the form of papers
that are submitted and discussed by Board members. Diring
2022, \hese included updates in relation to the Group's nat
zero ambitions and the strategy that is in place to manage
climate-related risks and opportunities. This enabled the
Board to review and cansider an analysis of the scope 3 GHG
emissions that are material to our business activities. This, in
turn, resulted in the Board having an input into which category
of scope 3 GHG emissicons should be considered by the Group
when setting the science-based carbon reduction targets
that will be set and approved by the SBTi later in Q2°23. In 2022,
the Board also discussed and considerad the metrics and
associatad thresholds that will be used to support the appetite
statement 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 65 for more information),

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

CCE Commitiee and Audit Committee. The Board's CCE
Committee supports the Board in providing oversight of the
Group's approach te managing and reporting its impact on
the environment, which includes 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 perfermance. The
process in place that enables the CCE Cormmittee to oversee
the climate-related risk agenda and its application to the
Group and its stakeholders, involves submitling papers to its
members for discussion and approval. The CCF Committee
is provided with two updales on climate-related issues

per annum. During 2022, tha 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 SB1i-approved carbon 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 (more details of this are set out in the DRR on poges
127 10 151). Finally, the Board's Audit Committee, which provides
oversight of, and approves, the non-financial performance
information that s included in the Group’s Annual Report and
Financial Staternents, receives a paper on an annual basis
which enables its members to review and approve the content
of the Group's TCFD reports, as well as the controls and
rmitigating processes in place that support the managemeant
of climate-related risks (see below).

turther information on our governance framework is outlined
in the Governance Report on pages 68 to 151 and rmore

detcil on the roles of the Board and its committees s set out
in the matters reserved for the Board and its committees’
terms of reference, which are available in the corporate
governance section of our corporate website (goto
wwwyanguisbankinggroup.com for more information).

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

Vanquis Banking Group's CEO, with support from the Executive
Committes, 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 associated

risk management policies, and setting and monitenng
climate-related performance objectives.

The structures in place to manage climate-related matters
continued 1o be reviewed and updated during the year
reflecting the increasing importance of climate change

to the Group and its stakeholders,

The cross-functional Climate Risk Committee {CRC), which

is chaired by the Group’s Chief Risk Cfficer, ond includes
members frem the risk management, operations, finance
and sustamabtily learns, provides guidance and direction tor
the assessment and management of climate change-related
risks and opportunitiss that are material to the Group and its
stakeholders to support the Group’s ongoing compliance

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

to scenario analysis, creation of metrics to accarmpany

the climate risk appetite statement, and development of a
methodology to calculate the Group's financed emissions
(scope 3, category 15) arising from the vehicls finance
business. The CRC is supported by the Group’'s Enterprise
Risk Management processes which enables the business

to identify, assess and manage all risks, both existing and
emerging, that may impact our strategic objectives and
relevant stakeholders. They also assist the CRC in the process
of analysing the risks and oppertunities 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 ond its committees 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'25.

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 to ensure that the management of
climate-related risks and opportunities is an integral part

of our overall business strategy and the decision making
processes that relate to areas such as operational resilience,
customer service, and supply chain management Our net
7ero by 2040 ambition is underpinned by an outline transition
plan which sets out how we will reduce our GHG emissions
(see pags 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 cur strategy and stakeholders to such impacts,
This assessment has been undertaken using scenario
analysis. This involves: identifying physical and transition

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

Reporting in line with the TCFD recommendatiens continued '
Recommendation 2: The actuol ond 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

Our approach to scenario analysis

Our scenario analysis tokes 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 Thase are driven by gradual physical risks in the form

drivers and technological innovations. They allow for of temperaturs effects on operations and productivity, |
feedback loops such as tax revenue recycling as well as and by the increass in fraguency and saverity of extreme

interactions within and between sectors and regions. weather events. ,

Our analysis makes use of the Group's financial forecasts, cperational foatprint, customer data, supply chain information and
environmental datg, to create o representation of Vanguis Banking Group. This information is corbined with industry reference
scenarios on climate-related emission pathways (Representotive Concentration Pathways (RCPs)), including assessments by the i
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 a broad range of climate outcomes and are neither forecasts nor policy |
recommendations. [n our scenario analysis, we have adopted the following identified scenarios: ’

Average temperature rise relative

topre-industrial levels by 2100 Seenario description

Scenario 1 — Early where action is taken to limit the global termperature to below 1.5°C in an orderly
Action (RCP1.9) manner. in this scenario, it is anticipated that there will be strict product and regulatory ;
standards, high carbon pricing and strategic investment in low carbaon technolagies

There is also likely to be a high level of consumer buy-in. |

Scenario 2 - Late Where progress towards a low carbon economy is partial, leading to a giobal

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

scenario 3 — No Additional  Where there are no actions taken to tackle the climate change
Action (RCP8.5) i

Over the course of 2022, our scenario analysis methodology has evolved to use guantitative information which has enhanced i
our assessment of the potential financial impacts of climate change on vangquis Banking Group, and is supporcting us to make -
improvements to our disclosures. We have also redefined our time horizons as follows:

Time horizans Description !

Short term (S} (0-5 vears) This time horizon accounts for the financial and operational planning we use, .
as well as the goal date for the science-based target(s) we will set in 2033,

Medium term (M) {5-15 years) This time horizon takes account of whether the transition to net zero is progressing
or failing, and wheather exposura to any physical rigks is being adequataly pricea-in.

Long term (L) (15-20 years) This time horizon takes into account our net zero by 2040 target and enables
the effects of physical risks to assets and liabilitles to be reflected.

The detailed scenario analysis is hased on g time horizon which has o short-term outlook of tive years. This enables us to

use resultant findings to influence the decision making process regarding our strategy, revenues and costs We generally
apply o three-year time hoerizon to our financial and operational planning, as we would expect most of our current business
development projects to be completed in a three-year period. This time period has been extended to five years using a growth
assumption, so that it can, in addition to toking into account our financial and operational planning, align more clasely with
our strategic plans. Beyond five years, there is significant uncertainty oround the impact of climate-related risks as much
depends on the speed and effectiveness of the transition to a net-zero economy. Despite this, our scenario analysis 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 cur scenaria analysis, we have used a financial impact to represant the estimated loss to the Group's
revenues aver the next five years assuming that ne mitigating action is taken. This impact has been rated in the following way:
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High Medium Low

Aloss impacting the profit and loss
statement by between 5% and 10%
andjor by between £Im and £5m

A loss impacting the profit and loss
statement by between 10% and 20%
andfor between £5m and £20m

Aloss impacting the profit and loss
statermnent by more than 20% andfor
by more than £20m

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

Probable Possible Remote

May occur only in exceptional
circumstances {i.e. less than
2% chance)

Not expected to occur but occur

Expected to occur in maost
periodically (ie. >26% chance)

circurnstances (ie »50% chance)

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

Impact
LO\-N_- o Medium High
Likelihood Prebable Medium Mediurm High
- Po-ssible - - Ew o Mediurm High_ -
- Reirrnotjw B I S VLow _Lc;w_“ ._Me:c-iium

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 1o energy, transportation, materials and buildings,
and agriculture, food and forest products sectors. Given the reference that is made in the guidance to 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 Vanquis
Banking Group is more susceptible to the risks associoted with climate change. in particular, the transition risks associatad with the
introduction In the UK of a total ban on the sale of new petrol and digsel cars and vans by 2020, the requirement for vehicles to be
100% zero emissions from 2035, and the implementdtion of ultra-low emission zones and clean air zones in UK city centres.

The Group is commiitted 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 considerad to be limited given that 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 continuses 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 combustion 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 scenaric onalysis, along with the actions we will taks in response, are set out below, and we have considered
the impact of climate change in the preparation of our financiai statements which can be seen on page 163.

Transition risks and opportunities

Palicy and market opportunities

Reputation risks

Policy and legal risks

Scenario RCPLS

Riskrating Low Low Low Low Low Low

RCP1.9

RCP4.8 RCP8.5 RCP4.8 RCP8.5

RCP1.Y RCP4.8 RCP8.5

High Low Low

Description

These risks have scope to anse as policyfregulatory actions
around climate chaonge continue to evolve, These actions
vary depending anintent and financialimpact. They seck to
constrain activitios that contribute to the adverse effects of
climate change or promote adaptation to climate change
{e.g. tho continued implernantation of a carbon prica) For the
Group, chonges in carbon price could present an incroased
cost risk Carbor price provides on indication of the level

of transition risks in these scenarios The Bank of England
oxploing the termn ‘carbon price’ s deplcting o shadow
prico of GHG emissions, | o.the rmarginal abatement cost of
anincremental tonne of emissions, This is @ simplification,
intended to capture a range of different policies to reduce
GHG emissions, which may include, for example, carbon
taxes, cap-and-trade schemes, green subsidics and
environmental regulations.

Vanquis Banking Group plc Annual Report and Financial Statements 2022

Climate change has boon
identified os a potential
source of reputational risk
stakeholder porceptions will
continue to evolve depending
on how companies respond
to the climate change
agenda. Negative changes

in stakcholder perceptions
can therefore lead to losses in
market valua.

Tho impaocts of climate change
will have implications for the
supply and demand of certain
commodities, products, and
sorvices. Market risks include
everything from changes
insupply and demaond to
increased costs for inputs such
as water and energy. While
soma ef these impacts may be
hard to predict, understanding
the climate-related risks and
opportunitios on the supply
chain will b key 1o mitigating
these rmarket risks.
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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

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

Transition risks and cpportunities continued

Palicy and legal risks

Remote

Likelihood Probable Possible Probable Possible Remote Probable Possible Remote
Impacts wWe analyscd haow the ongoing Tharo is potential for stakeholders There is an oppartunity for us to
implemaentation of carhon pncing might - to engage in octivism in the short ta dovelop a now business model that
resultin increased costs associated with - mediam term with coampanics which introduceos now products to tha
our operations and travel and transport.  are perceived to be not supporting customers which accommodate
In 2021, the carbon ermissions resuling the shift to a low carbon econemy orif  their needs and mects emerging
from the consumption of electricity and  the Group fails ta dediver or sufficiently  climate-related policies (e g
gas across the Group accounted for 435 drive change through its nat zero to enable our vehicle fingnce
tonnes of CO c using the market-hased  target by 2040 This could contribute to - customers to purchase BEVs). The
approach to reporting Qur analysis decreasing revenua of market share. affordability of BEVs continues to
shows that there is potentiol for carbon be the main barrier to ownership
price to have ar impact or the cost of for the Group's vehicle finance
our gnergy censumption in the short customers, The average toan
term with o highor carbon price needed amount for our vehicle finance
to achieve scenaric RCP1.9 custormers stood at £8,771in 2022
According te Thisismoney.co uk, the
average sale price for d three-yoar
old BEV carin Novernber 2022 was
£26,000, with a four ta six-year old
costing £15,600 on average Of the
over 100,000 v’ customers thot
arc served by our vehicle finance
business, It haove purchasod o BEY
car, and 7 a BEV light commaercial
vehicle Take-up of BEVs is also
influenced by the ability of our
customers to access a reliable
charging infrastructure. Figures
from the Department for Transport
inaicate that there arc now 33
elactric vehiclos for every charge
point in the UK, compared with 18
at the start of 2020
Time horizon L M S,ML S,M.L L L M, L L L
Financialimpact Low Low Low Low Low Low High Low Low
Methodology According to The Bank of England, According to the Bank of England, UK As our vehicle finance

inits 2021 Clirnate Biennial Exploratory
Scenario gxorcise, carbon price is
predicted to increase from $36 per
tonne of COe as of teaay to around
$300 by 2050 in the UK and EU in the
RCP 19 sconario, 1o remain at $30in
the short/modium term and increose
sigruficantly to over $1,000 by 2050,
and to remain ot $30 Inthe RCP 4 8
ant: RCP 8 5 scorarios, respectively,
We have also considered the extent
to which carbor. price increases may
have financial implications for our
customers 1e whether corboen price
increasas impeact gos and electrcity
costs which, in turn. impoct custorner
default rates)

Reputation risks Policy and market opportunities

and EU net carbon dioxide emissions division providas custamers with
are expected to fall significantly by second-hand carg, this led us to
2050 10 the RCP 1.9 scenario, loss consider the changes in pohcies
so under the RCP 4 8 scenaric, and . which could impact our customers

only marginally under the RCP 85 who reside in communitics within
sconano. We have therefore estimated  Ultra Low Emission zones (ULEZs)
how stakeholcers perception of of Clean arr Zones (CAZS) We are

our approach to responding to the thorefore monitaring the number
climate change agenda may result af vebicle finance customers

In reputational doamage, changes whao resider ULEZs ond CAZs.

in consumer behaviour oneo loss Furthormaore, we continue to

of revonuco. menitor ramber of BEVS that are
purchased by customers using
ourvehicle finorce products os
well as the barriers to their uptake
{e.g. offordability ond cccass to
a reliablo chargirg infrastructure)
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Aclivns

The actions the Group will adopt in order to mitigate against these transition risks and ensure that our strategy responds to any

potential opportunities include:

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

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

on an annual 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 UK;

- centinuing to monitor customer default rates due to increased costs {e.g. as aresult of energy cost increases); and

- continuing to ensure that the remuneration of the executive directers is partly linked to our progress in meeting the Group’s

climate-related goals and targets

Acute risks

Physical risks

Chronic risks

Scenario RCP1.9 RCP4.8 RCP8.5 RCPL9 RCP4.8 RCP8.5
Risk rating Low Low Low Low Low Low
Description The TCFD rccommendations identify climate-related physicat nisks as acute fevent driven! and chronic (those due to

longer-term shifts in climate patterns} The increase in the freguency ond scverity of extremne weather cvents, such as
floads and storms, could impact the Group’s Input and productivity, and insurance claims We have therefore sought
to quantify how oxtrome weather events could impact our business activiies ond domage our osscts,

Likelihood Probable

Possible Rernote

Possible

Probable

Remote

Impucts An increase inthe number ard severity of acute and chronic weather eventls maoy cause disruptions to our operations,
reduce productivity and consequently decrease revenue. Furthermore, longer-term shifts in climate patterns and global
temperatures will o more damaging in the long term to cur properties This could resdltin an increose 0 the incurance
claims that are made and consequently an increcse in the amount of excess payables

S,M,L

Time horizon SML S.M,L S.M,L S ML S,M.L
Financial impact Low Low Low Low Low Medium
Methodo]ogy The Environmaent Agency identifies flood risk in the long The Bank of England expicins that global mean

term based on property location as foliows: high risk: »3.3%  temperatures hove already increased by around 11°C

overy yeat, medium risk: betwesn 2 and 3.3% cvery year, compared to pre-industrial lovels. Average winter

low risk. botweoen 0% and 2% every yoar, and vory low rigk precipitation in tho UK has increased by 28% compared

Q1% evary year.

Actions

The getions the Group will adept in order to mitigate against
these physical risks and ensure that our strategy responds to
any polential opportunities include:

- 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
avent occurs; and

- committing to shifting to more sustainable, low-impact
resources and have a series of targets to achigve this aim

(for example, to ensure that we use 100% renewable energy

across the Group).

In terms of Yanquis Banking Group's exposure to physical
risks, although it is accepted that extreme weather events will
increase in number and severity compared to the prasent,
they are unlikely 10 be as severe as those expected under the
RCP4.8 scenario. Also, the direct financial impacts associated
with these events are considered to be minimal for the Group
because its four main offices are leased, and insurance is in
place to help mitigate the impacts of such physical risks.

to the late 20th century Mot Office research found that
events similar to the record rainfall that occurred in the UK
on 3 October 2020 (the UK's wottest day on record) could
become 10 tmes moere frequent for cimatic conditions
simnilar to those in year 10.

our low carbon economy transition plan

The actions, set out above, that have resulted from our
scenario analysis work are tied to and support our net zere

by 2040 ambition. In order to deliver on this ambition, we have
developed an cutline plan that will enable us te transition to
a low carbon economy and dsliver in line with the science
based carbon reduction targets we are currently finaltsing.
This plan will focus on the following areas:

Scope 1 emissions - reduce building gos, company car
and back-up generator GHG emissions through the
implemeantation of operatienal and behavioural changes,
use of alternative fuels {e.q. biodiesel) and use of more
sustainable forms of transport;

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

- Scope 3 emissions — engage with our top 18 suppliers by spend
which account for a significant proportion of the Group's
carbon footprint to set their own carbon reduction targets.
In addilion, reduce emissicns associated with business travel,
colleague commuting, water use ond woste 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
organisation’s businesses, strategy and financial
planning continued

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

into consideration different climate-related scenarios

as mentioned abave, beyond the five-year time horizon we have
included in our scenario analysis work, the level of uncertainty
regarding the impact of climate-related risks increases. Overall,
the results of our scenario analysis indicate that the physical
and transition risks associated with climare change could
impact the Groupin the short, medium and long term. The size
of this impact is dependent on the nature and speed of the
global transition towards a lower carbon economy. The work we
have undertaken to cate, using three RCP scenarios and their
gccompanying assumptions, show that our business continues
to be resilient under all scenarias that have been usedinour
analysis. The RCP1L8 scenario would have the biggest impact on
the Group in the short to medium term before any mitigating
actions were considered or taken INto account. This is primarily
due to the potential for increaszes in the price of carbon to have
an impact on the cost of our energy use, as well as have financial
implications for customers (i.e. whether increases in energy costs
impact customer default rates). The RCP4.6 scenario revealed
higher levels of disruption as a result of increases in extreme
weather events and other naturdl disasters compared with the
RCP1.9 scenario. However, the octions and an outling transition
plan that are set out above, will enable the Group to address any
of the concerns associaied with the RCPLS and RCP4.5 scenarios
as they will contribute to reducing our exposure to both transition
and physical risks. Under the RCPBS scenaric, despite there being
much uncertainty about the impacts of climate change, we can
expect our business and our stakeholders to be impacted by
more extremne physical risks in the longer term, as well as lack

of policies to support the transition to a 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 operations,
customers and ather stakeholders

The fact that climate change is designated as o principal risk
for vanquis Banking Group, demonstrates that we recognise
the potential for climate change 1o impact our busingss
activities and stakeholders. We will ensure that our strategy of
understanding and assessing the risks associated with climate
change and the impact on Vanguis Banking Group's financial
results continues to evolve so that we can further improve our
resilience andrespond 1o any reloted opportunities.

In preparing the Group's financial statements (see page 183),
we have considared the impact of the results of cur scenario
analysis and climate-related risks on our financial performancs,
and while the effects of climate change represent a scurce

of uncertainty, there has not been a material impact on our
financial judgements and estimates due to the physical and
transition climdate-related risks in the short to medium term

rRecommendation 3: How the Group identifies,

assesses and manages climate-related risks

I this section, we disclose aur processes far identifying,
assessing and managing climate-related risks and how we
integrate these into our overall Risk Management Framework.

3a) The Group's pracesses for identifying

and assessing climate-related risks

Climate change has been identified as a principal risk, as
opposed to an emerging risk, to the Vanguis Banking Group
(see page 62). This is because the Group's long-term success
is dependent cn the sustainability of its operations and
business models, and the resilience of its supply chain.

46

It is also in recognition of transition risks such ds current

and emerging regulatory requirements which have potential
to limit the GHG emissions associated with the Group's
operations and business activities, as well as increases 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 importance of addressing any potential climate-related
impacts on the business, its customers and other stakeholders
in financial, operational and reputational terms. As with all
principal risks, the Group's Risk Management Fromework sets
out the high-level control principles that are in place and
those responsitle for managing both the overall risk and the
relevant mitigating controls (go to pages &4 1o 65 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 principal risks, including those
that relate to crediit, 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 o range of
functions (e.g. from the Group's Financs, Risk, Procurement
and Building Management teams) and has defined the

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

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

with extreme weather events and the progress being made

in relatien 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 relate to the
Group’s climate risk.

The effectiveness of the Group's climate nisk control framework
is assessed by the Beard's Risk Committee and has been
subject to independent review by the Group Internal Audit
function as part of the cnnual audit plan. During 2022, the
Audit Committee reviewed the TCFD report that was produced
by the CRC, including progress against the four TCFD pillars
and 1l recommeanded 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 Management Framework and monitored
on an ondsing basis. This enables us to continuously evaluate
the significance of our risks based on their Ikelihood and impactand
to prioritise their management accordingly. Through this framawark,
we also mo=ytor the environment for new and emerging risks, and to
keep up to date wih any evolving regulatory requirernents. Througn
the designaticn of climate risk as a principal risk, and therefore
its integration within the Group’s Enterprise Risk Management
Framework, we are able to gssess how it interacts with other material
principal risks, including those that relate to credit, capital, operations,
legal and governance rmatters and conduct and regulations

We are committed to understanding and assessing the
risks associoted with climate change and their impact on
the Group's financicl results, and will continue to update cur
appreach to scenario andlysis as more business-reiated,
economic and climate data becomes availuble.
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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 information 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 clirmate change that are material to our business activities and stakeholders. These are set out below and align

with the risks and opportunities that have been identified as part of the strategy discussed above. Vanguis Banking Group’s GHG
emissions data has been subject to alimited assurance by Corporate Citizenship in accordance with the ISAE 3000 Assurance
Standard. A full assurgneg stafemeant 13 availahie nnthe Groap'e corporato woebsite at wwwvanguisbunkbingyoupaeunn.

4a) and c} 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 asseass the impact of both the transition and physical
climate-related risks and opportunities on our business activities and stakeholders (e.g customers) in the short, medium,
and long term are set cut in the table below.

Riskfopportunity-
related categories

Policy and legal

Energy source

Market
apportunities

Reputation

Policy/liability

Physical risks

Aspects

GHG cmissions

Science-buased
targets

Renewabic cnergy

Customer
cngagement

Supplier
due diligence

Investor Relations

Excoutive
remuneration

Weother patterns

Metrics Targets

Qurscopa |, 2 and 3 emissions reporting  Sce odr environmantal KPI results and our GHG

and reductions which rolate to energy ermissions table on page 48 of this report and in our
ana water use, travel and waoste 2022 Sustainabihty Report for more information on
management. frve-year trends.

Increcsed pricing of GHG cmissions The Group will monitor increases in operating costs

{e.g associated with higher compliance costs)

The Group will also rronitor custorer default ratas duc to
increased costs (o.g as a rosult of enorgy cost increases).

Carbon reduction Caorbon reduction targets, which are recognised by the SBT,
witl b setin rospect of our scope 1 and 2 ermissions, and
the emissions associated with the goods and services
we purchase [scopc 3, category 1} by Q223

Ronewablo energy consumption Ensure that we usc 100% renewable electricity across
our businass premises by Decembor 2074

Customer sentiment and perception The Group will
regarding their ability to transition to
a low carbon cconomy as well as the
Groug's ESG performance

— moniter the numboer of Group customers using our
vehicle finance products to purchase BEVS and hybrid
electric vehicles;

- monitor customer attitudes and perceptions towards
buying BEVs; and

- engage with palicymakers to support the uptake of
BFVSs by consumers in the mid-cast and near-prime
parts of the consumer credit market.

Monitor supply chain activities in linc with the  Engoge with 190% of materially significant suppliors to set

Group's ESG commitments and Corporate carbon reduction targets and determine their exposure
Ervironmental Management Policy. to climate nsks.
Investor sentiment and perception The Group will continue to engage with our investors on

regarding the Group's ESG performance.  the climate risk agenda where relevant and ensure the
Group's porticipation in, COP, tho FTSE4AGood Indox, MSCI,
the S&P Global Corporate Sustainability Assessment, ete.

The romuncration of the cxecutive Pleasc refer to the Directors’ Remuncration Report
directors 1s partly linked to our progross on pages 127 to 151

in mecting the Group's clirmmate-related

goals and torgets.

Operationalimpacts causad by sovers The Group will monitor Increqsces In oporating costs
weather events and changesin {e g. ossociated with iIncreased insurance premiums and
woather patterns potential for reduced availability of insurance on asscts

in‘high-risk’ locations)

we are committed to understanding and assessing the risks associoted with climate change and the impact on the Group's
financial results and will continue to update our approach 1o scenario analysis as more business-related, economic and climate
data becomes avaoilable In particular, we will continue to develop furthar insight into the used BEV market, given that the list
price of the majority of used electric vehicles is currently a barrier to ownership for many middle and lower income consumears
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Sustainabllity 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 information is material continued
4b) The Group's scope |, scope 2 and material scope 3 GHG emissions, and the related risks

vangquis Banking Group has measured and reperted its GHG emissions since 2007 and currently reports this information in
accordance with the UK Government's Sireamlined Energy and Carbon Reporting (SECR) policy that has besn implemented
through the Companies (Directors’' Report) and Limited Liahility Partnership (Energy and Carbon Report) Regulations 2018
Details of our scope 1and 2 GHG emissions in tonnes of CO,e, along with a relevant intensity ratio (ie. kilogrammes of CO.e

per custemer) and information en underlying energy use for 2022, are set out below.

2022
Scope 1 GHG ermissions (CO.e)
Gas use 142
&ese\ and petrol use - 7 13
Scope 2 GHG emissions (C0O,e)
Electricity use {(market-based emissions) 453
flectricity use (location-based emissions) 862
Scope 3 GHG emissians (CO.e)
Scope 3 associated 'well-to-tank’ emissions 287
Scope 3 category 1 - purchased goods cﬁd services 16,420
Scope 3 categaory 3 — fuel and energy-related activities [nat included in scope 1and 2)° 332
Scope 3 category 5 — waste generated in operations 16
Scope 3 category 6 — buﬁness travel 214

Scope 3 category 7 — employee commuting

2,389 Not calculated

2021

200

m

125

928

74

17,579
409
15
269

Scope 3 categery 13 — downstream leased assets (market-base ) 0 0
Scope 2 category 15 — investments® 227524 Notcalculated
Total energy consumed {kilowalt hours) 6,013,839 5,460,285
scope 1 and 2 {(and associoted scope 3) er-nissw'ons imtens‘xt-y ratio (kg of CO;e/per customer} 0.79 1.02

1 We usad average electiaty and gas consumption data m Decermiber 2022 for one of the Vanquis Bank oltices as the invgices for that period wore
cutstanding ¢t the tme of reporting. Tne market-bosed emissions from two supplhars are in CO_ and not CO_’e (\ o donot include non-CO, Qm\sswons),

roweyer, the variange between CO, and CO o is considered to not be matenial
2 This yeor, we hove included the ‘well-to-tank’ emissions for UK alactricity (gcrmrat\on) as port of Category 4 reporting
3 Tho markel-Lossod meothod wos used to co'culate the ermissions pssocioted with 00 office Thot s leosed by the Group.

4 The grmissions from the vehicles that ara financed by the Group are based on the number of vehiclos that are on a contract that is active os at 31 December 2022
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In reporting our emissions we follow the GHG Protocol
Corporate Accounting and Reporting Standard to calculate
Scope |, 2 and 3 emissions that are material to our UK
operations. We use a financial control approach to account
for cur GHG emissions and use ermission conversion factors
from BEIS/Defra’s GHG Conversion Factors for Company
Reporting 2022. Our reported scope | emigsions are those
generaled hurm gus and oillused in buildings, and emissions
from fuels used in the small number of company cwned
vehicles used for busingss purposes. Cur reported scope

2 emissions are those that arise from the use of electricity
and are calculated using both markst and location-based
methodologies Where electricity suppliers can provide

us with the relevant conversion factor, we have used the
market-based method, otherwise, we use the focation-based
methad. We also report the GHG emissions (scope 3 -
category 3) associated with the production, transportation
and distribution of fuels used by transport and utilities
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 operations {category 5); business travel
(catagery 6); and employee commuting (category 7).

in terms of reparting our supply chain GHG emissions, we
have reported the scope 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
downstream activities are considered to be material to the
Group's operations and stakeholders. These are. downstream
leased assels (category 13) which account for the emissions
that arise from the subletting of No.5 Godwin Street, Bradford;
and investments (category 15) which relate 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 menticned above, the Group is currently in the process
of setting carbon reduction targets that will be approved

by the SBTi These targsts will be setin respect of our scope
1and 2 emissions, and scope 3, category | emissions which
are associoted with the goods and services that we purchase
The Group is required to set @ target in relation to its scope
3, category 1 emissions becauss of the contribution they
make to cur averall carbon footprint This is despite the
contribution made to the Group’s overall carbon footprint
by cur scops 3, catagory 15 emissions being larger. However,
the SBTi's most recent guidance for the financial services
sector indicates that there is currently no methodology that
would enable a carbon reduction target to be set in relation
to thege emissions. Setting a target for these emissions is
also dependent on all consumers, including those on lower
incomes, being able to afford electric vehicles as well as

an eftective charging infrastructure being developed and
implemented across the UK. We will continue to identify
oppartunities to set additional climate-related targets

as more data becornes available, methodolegies get
developed, and we gain more experisnce in target setting.

Reducing the carbon intensity of our operations

To achleve our net zero goal, we continue to focus on
improving the energy efficiency of our operations. We do this
by driving energy efficiancy across our business premises
and by ensuring good practice and Installing more efficient
lighting systerns where possible. We also continue to offset
our GHG emissions through the purchase of carbon credits
in renewable energy pojecls Thiv yeuar, we have shifted our
approach to carboen offsetting. Instead of financing projects
which are now considered to be carbon avoidance, we have
financed two carbon capture projects, one locally and one
overseqs. By doing this, our approach to offsetting supports
the removal of carbon from the atmosphere. in deing so,

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

in Panama project, which aims te mitigate the impact of
sourcing timber from rainforests which has resuited in the
deplstion of tropical rainfarests. This accounts for all our
scope 1 and 2 emissions, as well as the scope 3 emissions
associated with all our fusl- and energy-related activities,
upstream transportation and distribution, waste generated
in our operations, business travel and colleague 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 actad in a way that they
considered, in good faith, would be mast likely

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

Stakehoider engagement

The Board's engagement with stakeholders is
informed by the Group's stakeholder engagernent
strategy {see pages 85 and 102) which drives
effective ond strategic relations betwseen the
Board and its key stakeholders, taking into account
differing stakeholder interesis and methods

of engagement.

Our stokeholders, how we've engaged with them during
2022 and the outcomes of this engagement can be
found on page 82

Principal decisions

5172 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 strategy, designed to deliver
long-term value for its stakeholders. Key activities
undertaken by the Board during the year are
detalled on page 76 and the principal decisions
made by the Board are detailed on pages 51, 75,
77 and 85,

Discliosures relating to how the directors have
discharged their responsibilities under s.172 are
integrated throughout the Strategic and Governance
Report, please see the table opposite for references
throughout this report.

More information on our Board's commitment to setting
and driving strategy can be found on page 74.

Purpose and

Stakeholders culture

Strategy

Decisions

50

Section 172 provision

The likely
consequences
of any decision
in the long term

The interests of
the Company’s
employees

The need

to foster the
Company's
business
relationships
with suppliers,
customers
ond others

The impact of
the Company's
operations on
the community
and the
environment

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

The need

to actfairy
as between
members of
the Company

Relevant disclosure

Chairman’s statement
Strategic Priorities

Our approach to sustainability
TCFD disclosure

Stakeholder engagement
Principdl risks and uncertainties
Viability Statement

Board gctivities

Corporate Gevernance Report
Nomingtion Committee Report
Directers’ Remuneration Report
Directors’ Report

Engagement with shareholders

Chairman’s statament

CEQ’s review

Our people

stakeholder engagement
Principal risks and uncertainties
Chairman's intreduction to governance
value for our stakehoiders
Board activities

How the Board monitors culture
Cur Designated Non-Executive
Colleague Champion

Chairman's statement

CEO’s raview

Business model

Strategic Priotities

Cur approach to sustainability
Non-financiol information statement
Ethics and governance
Stakeholder engagement

Qur customers

Principal risks ond uncertainties
Corporate Governance Report
Board activities

£ngagement with shareholders

Chairman’s statement

CEO's review

Our approach ta sustainability

TCFD disclosure

Non-finencial information statement
fthics and governance

Stokeholder engagement

Principal risks and uncertainties
Beoard activities

Chairman’s statement

CEQ’s review

Our people

Our approach to sustainabitity
TCFD gisclosure

Non-financia! information statement
Ethics and govarnance
Stakeholder engagement
Board activities

How the Board moniters culture
Board evaluation

Auditand Risk Committees

Stakeholder engagement
Engagement 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 proposai on the Group's
stakeholders and how the provisions of .172 have been
considered. The Board acknowledges that the Group has

a wide range of stakeholders with differing interests and
pricritics, and decisions will nol ulvwuys tesull b u pusilive
outcome 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 Beard ensures thot decisions are consistently
made with the intention of promoting the long-term success
of the Group and delivering sustainable value to our stakeholders
as a whole. During 2022 the Board made several principal
decisions that demonstrate this commitment. You can read
About these piincioul decisiuns, ncuding Uhe Buud's declsion
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 Loans and Vanquis loans into a single product under the Vanquis brand
supported by an agile Group-wide technalogy platform known as Gateway. You can read more abeut this on page 34.

Decislon making process

The Sunflower loan and Vanguis open market loan products
were launched on a pilot basis last year and the performance
of these pilots were monitored by management, using KPIs
and governance committess. The Board received updates
on the performance of the pilots via reports from the CEO.
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 ¢ single
vanguis 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 ocpportunity for the Group
to grow its share in the targst market through the clarity of

a single-brand loan product. Furthermors, the consolidated
proposition supported the Group’s Purpese 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 UK 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 volumes.

Links to stakeholders Links to strategy

Linkstorisks P4 PS5 P11 P12 Linkstos.172

Links to stakeholders Links to strategy

Customeors Communitigs

1 Peopleand Culture

Inyestors Governmaeant

92 Growth and Sustainability

Collecguos Suppliers

Regulators Ponsioners

Debt providers

3 Customer and Community

Challenges

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

to minimise and resolve any potential disruption.

Balancing stakeholder interests

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

brand aligned with the Group’s strategy and Purpose, and
provided the greatast opportunity for fong-term growth
and shareholder returns, the Board recagnised that not
proceading further with Suntlower branded loans following
the pilot would impact colleagues who had worked on the
brand 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 torisks Links to s.172

The likely conscquences of any

P Find our key nsks A
docision in the long term

on page 27
The intzrasts of employees
Business relationships with
suppliers, customears and cthars

The Impact on the community
ond tha onvronmaent

rMaintaining a reputation for high
swandards of business conduct

Acting fa'rly as between 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 beiow explains how the Group
meets the non-financial reporting requirements of the Companies Act 2008

Business model

Colleagues and
their contribution

Environmental impact

The Group remains committed its Purpose of helping to put people on a path
to a better everyday tife and its mission to be the first-choice bank for those
excluded from accessing financial services by traditional lenders. You can
read about the re-naming of the Group to better aiign with our strategy

on page 75.

Our colleagues are central to the Group's long-term success and the
achievement of its mission. We continue to werk to enhance our workplace
culture and maximise colleague engagement.

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

Due diligence: All People policies were reviewed during 2022 to ensure ¢
unified approach under the new shared corporate services moedel. Diversity
metrics are closely monitored (see Nomination Committes Report on page
95). Health and safety training is mandatory for ait 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).

Supporting policies: Enviranmental Management Policy, Climate Principal Risk
Policy and Procurement Palicy.

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
financial 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 carbon reduction commitments.

Risks and risk management: Climate risk (page 62) and conduct
and regulatory risk {page §3).

Measurement: Pursuant to the FCA’s Listing Rule 9.8.6R{8} and the Companles
{Directors’ Report) and Limited Liability Partnership (Energy and Carbon
Report) Regulations 2018, the Group publishes an annual TCFD Report and
discloses comprehensive environmental data in its Annual Report and
Accounts and standalone Sustainability Report -
www.vanguisbankinggroup.corm/sustainability. The Company also makes

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

and reports onits progress annualiy -
www.vanguisbankinggroup.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 84
on their own or acting together, can reduce sccial and/for financial inclusion.

Supporting policies: Community Involvement Policy and Volunteering
and Matched-Funding Policy.

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 team
is responsible for the design, development and delivery of the Group’'s
community investment programme.

Risks and risk management: People risk (page 64) and legal and governance
risk (page 62).

Measurement: The Group reports 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 Accounts and standalone Sustainability
Report - www.vanguisbankinggroup.com/sustainability. This is done using the
Business for Secial Impact BASt Framework so that the Group can understand
the differences its contributions make to business and society. The Group’s
cofleague surveys are also used to 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 trafficking in both its direct operations
and in the indirect operations of its supply chains. As such, the Group will not
knowingly support or do business with any organisation involved in slavery

or human trafficking.

Supporting policies: Human Rights and Modern Slavery Policy, 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 tha Group’s policy requirements and meet legislative
requirements 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
stability, data protection, information security, business continuity, regulatory
compliance, and corporate responsibility.

Risks and risk management: Legal and governance risk {(page 62), people risk
{page 64), 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-statement. Also, as a
signatory to the United Nations Global Compact, the Group is aligned with
its human rights and labour standards and reports on its progress annually
- www.vanguisbankinggroup.com/fsustainability/our-policies.

Supporting policies: Anti-Bribery and Corruption Policy, Corporate Hospitality Page N6
Policy and Whistleblowing Policy.

Due diligence: The Group has a zero-tolerance approach to bribery and
corruption and all colleagues undertake mandatery training. The Audit
Cornmittee oversees 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 monitored 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 suppaort to the Group in
helping put our customers on a path to a
better everyday life. Vanquis Banking Group
now has a strong risk awareness, culture
and control envircnment to support the
management of its risks consistently and
effectively. In 2023, we will embed these
enhancements and gene&rate 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 ot 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 risk is 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
Manacgerment System which enhances efficiency ond enables
the function to be more strategic in its activity.

How are we proactively respending to the significant
changes in our regulatory and economic envirenment?

We have organised the Risk function and wider business to
understand ond proactively prepare for regulatory change.
We continuously scan the horizon to ensure we are aware of all
relevant new and forthcoming regulation and communicate
the output of this activity with the business on aregular

54

basis. Tha current economic environment and ‘cost of living
crisis’ is very much top of mind, and we have enhanced and
intensified our credit risk monitoring and reporting to help
identity and mitigate the risks we are exposed to 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 tapics, including our approach to regulatory
obligations and the perfermance of our book across each of
our products. We have prepared for the implementation of
the FCA's Consumer Duty regulation, which come into effect
in 2023, to ensure we can demonstrate delivery of customer
centricity and optimal customer outcomes.

What is our main risk focus for the next 12 months?

In response 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 good consumer outcomes. We are also challenging
and overseeing the implementation of the IT risk strategy as
vanguis Banking Group moves off its legacy systems and
onto a modern cloud-based platiorm (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 improvements 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

During 2022, the Group cantinued to sirengthen its risk
management capabilities and is ambedding these into
hieiness-os-usual praclices. This has been delivercd primarily
through the Risk Harmonisation Programme which sought

to implement a consistent and best practice Enterprise Risk
Management Framework (ERMF) and associated policies,
tools, systems and processes.

Group's approach to risk management

Risk management is recognised as an integral component
of good management and governance. In the context

of vanquis Banking Group, it is critical te enable us to
optimise cur sharehelder return while maximising our
business opportunities and positive outcomes for all our
key stakeholders, which include shareholders, customers,
colleagues and regulators. The Group Risk Management
Framework plays animportant 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

Cur Purpose, strategic drivers and behaviours combine to
drive us to always do the best we ¢an for our customers

and colleagues. We promote a 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-financicl measures in Group and
product executive scorecards and we have embedded a Risk
Adjustment Framework to formally record the linkage between
risk management and reward. We have further strengthened
this approach by mandating all employees, irrespective of
seniority and business areq, to hdve a risk objective as part

of the Group performance management process. supporting
this, the Risk function delivered significant levels of risk training
to risk and control owners throughout 2022,

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 any point in time, and measured over a rolling 12-maonth
period. Qur risk appetite is holistic and covers the 13 principal
risks detailed later in this report. The Board is responsible

for approving the Group's risk appetite statements at least
annually with the supporting Board-level metrics cascaded
into more detailed business appetite metrics, limits and
thresholds at a product level.

Recent developments

The Group has continued to make significant progress
on key initiatives to strengthen and embed its overall
risk governancs, frameworks and capabilities.

- The Risk function was fully centralised in 2022,
consolidating the logacy divisionaj risk tenms,
remaoving siloed operating models, and harmeonising
best practice ways of working. The Risk Leadership
team was enhanced with the appointment of a
Chief Conduct and Compliance Officer and Chief
Credit Officer. This aise included recruitment and
reorganisation to enhance oversight of key risk
areas such as treasury, operational, conduct
and information technology risks.

- We have implemented an integrated Risk

Management System (Riskonnect) that provides

a central and secure repasitory of risk infermation
across our three lines of defence. implementation
of the system has significantly enhanced our risk
rmanagement capability, improved risk and control
effectiveness, and realised resource efficiencies
with the qutcmation of processes and reporting.

- The Group Risk Management Framework and
supporting policies, which include the processes for
identifying and measuring risks, were consolidated,
improved and embedded into operational practice
across the Group.

- The Risk and Contro! Self-Assessment (RCSA)
processes for IT and non-1T (operational) risks were
subject to a budgeted programme of improvement
activity, jointly sponscred by thea Chief Cperations
Officer, Chief Information Officer and Chief Risk
Officer. The objective of this activity was to enhance
the accuracy, completensss and reliability of risk
and control data ond to streamline the end-to-end
process in readiness for RCSA transitioning anto the
newly implemented Risk system.

We continue to 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.

Group strategy and purpose
we're here to help put people on a path to a betier everyday life

56

People
and Culture

Growthand
Sustainability

Customer
and Community

Risk Appetite Framework

Strategic risk objectives

Maintaining a secure and efficient
capital and funding structure

Delivering sustainable growth
and returns to our shareholders

Optimising our reputation
and becomiing the trusted bank
for the underserved

Establishing a strong risk
and customer-centric culture

Maintaining operationdl resilience
and business capabilities

Managing execution risk associated
with strategic and operational
change activity
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our principal risks

Capital

Funding and liguidity

Market

Credit

Strategic execution

Climate

Legal and governance

Financial crime

Caonduct and regulatory

People

Technology and information security

Operational

Model



Risk appetite headlines

Capital
we will maintain sufficient capital, both in quantity and quality, to meet regulatory requirements and will hold
amanagement buffer as agreed with the Board.

Funding and liquidity
COur 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 liquidity resources to be able to meet our liabilities as they fall due,
whether in normal conditions or stress, while also meeting our regulatory requirements.

Market
we will ensure that under a severe and adverse change in interest rates, any risk 1o our capital {economic value)
or earnings remains 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 arganic 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 exposura to climate risks, meet our commitments on climate targets and
reporting in line with relevant Government legislation and recommendations, and seek new opportunities arising from
climate change We will ensure that our climate targets are set in line with our commitment to support the UN's Business
Armbition Campaign to hold the increase in global temperatures to 15°C above pre-industricl levels.

Legal and governance

we will airn to avoid any material legal breaches, In the event they do cccur, we will where possible, correct themn
promptly and in all cases carry out necessary management to mitigate risks and learn from our mistakes. We will
maintain oversight of aur business through robust and clearly documented governance and delegation arrangements.

Financial crime

We will operate a strong and risk-proportionate set of systerns and controls to detect and prevent financial crime breaches.
In the event that they do occur, we will investigate them promptly and learn from cantrol failings, gaps or issues. We will
maintain oversight of cur business through robust and ¢learly documented governance and delegation arrangements.

Conduct and regulatory
we will deliver fair cutcomes for our customers at all stages of the custorner lifecycle. We will aim to avoid any material
reguiatory breaches and, 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 culture.

Technology and information security
we will maintain robust, resilient technology platiorms/systerns and services with strong information security and data
contrels to prevent significant customer detriment, regulatory breaches or reputational damage.

Operational
we will limit operational losses as a result of control failures attributed to people, processes and systems including
those over external suppliers.

Model
Through strong governance, matcrial risks of using models will pgrfornm in line with expectations.
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Risk management and principal risks continued

Risk governance structure

The Vanquis Banking Group risk governance structure is outlined below. In combination, the various Board,
executive and risk committees strengthen our ability to identify, assess, manage and report risks, while
supporting Vanquis 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 complies with relevant laws and regulations including the 2018 UK Corparate Governance Code.

Board committees

Risk Committee {RC) customer, Culture and Fthics Committee {CCE)
Board committee responsible for ensuring that there Board committee responsible for reviewing Vanguis
is an appropriate Risk Management Framewaork Banking Group's culture and business processes to
embedded across the Group, monitering key risk ensure they oré focused on delivering foir customer
positions and trends, and providing cversight and outcomes, overseeing the Group's delivery and
advice to the Board In relation 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

Q Executive Committee (ExCo)
Executive Committee, chaired by the CEOQ, responsible for developing, proposing
and implementing Board approved strategy. In deoing so, it is responsible for managing
the Group strategic risks and overseeing product risks.

Three lines of defence (3LOD) model

Vanguis Banking Group operates a 3LOD model to articulate key accountabilities 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, monitoring and reporting risk within its respective areas
whilst ensuring that appropriate internal controls, processes and systemns 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
across the Group to ensure risks are identified, measured, managed and reperted appropriately.

The third line of defence — Group Internal Audit

Provides independent and objective assurance on the design adequacy ond 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 responsibllities.
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Principal risks

Principal risks are rigsks which are most significant to Vanquis 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
on an annual basis, effectively defining Vanquis Banking Group's overall risk appetite.

Pl capitalrisk

Risk description

Therisk that the Group
fails to maintain

the minimum
regudlatory capitat
requirements and a
managemaent buffer on
a consolidated basis
to cover risk exposuraes
and withstand a
severe stross os
identificd os part of
the Internal Copital
Adoquacy Assessmant
Pracess (ICAAP).

Mitigating activities and other considerations

The Group and Bank maintain capital ratios in excess of regulalory requirements. The capital nsk metrics ore
regularly monitored at Asset and Liability Committec (ALCO), the Risk Committec and the Board, and are subject
to ather internal managemaent revisws. This includes ensuring that capital resources are sufficient for planned
changes in the balance sheet, and cansideration of changes in the regulatory environment. On 8 March 2023
the Group announced an update about our capital requirements from the PRA, following conclusion of its
Captal Suporvisory Roview and Evalucotion Process. The outcome was o redaction in the Groupy's Tora Capital
Requirement by more than a third, from 18 3% to 1.9%.

— Inline with the PRA's requirements, the Group's Internal Capital Adequacy Assessment Process (ICAAP) is updated at
least annually Challenge and oversight of the ICAAP occurs at ALCO ard Risk Committee before approval by Board.

- The 2022 ICAAP is the first assessment since the closure of the Consumer Credit Division (CCD). As CCD
has been removed from the assessment, the associated capital requiremeants have reduced. The ICAAP
demonstrataed that the Group and Bank are mare than adequately copitalised.

- The methodology for assossing capital risks takes the Pillar | requirernents for credit, operational and market
risks as a starting paint. The assessment then considers whethor the Pillar | requirement is sufficient 1o cover
management’s own essessment of the risks (such os credit concentration, operational, pension and interest
rate risk). Where 1t is considoered thet additional capital is reguired, this is hold as a Pillar 2A requiremant.

The combination of Filar 1 and Pillar 24 requircments form the total capital requirernent (TCR).

- To protect against the risk of consuming Piflar 1 and Pillar 2A requirernents, firms are subject to regulatory
copital buffers whoere relevant a firm-specific PRA buffer 1s also applied.

- The overall capital requiremaont {OCR) for the Group and Bank is comprised of: () the TCR (covering Pilar |
and 2A) sot by tho PRA after review of the ICAAP; (i) the combined buffers; and (i) @ PRA buftor set by the PRA

- At 31 December 2022, the Group's CETI ratio was 26.4% (2021, 291%), the TCR was 37.5% (2021 40.6%) and the GCR
was 21.8% (2021 20.8%), excluding any confidontial butfers, if applicable. The Group and Bank also monitors the
leverage Ratio which was 21.0% (2021: 181%) By 1 Jonuary 2022, around 75% of oll transitional adjustrments had
been absorbad through capital resources, with the remaining transitional adjustment to be fully unwound on
1 Jonuary 2023. On o fully loaded basig, the Group capital resources ore in oxcess of its capital reguirernent,

— In Decarmber 2021, the Financial Policy Committee {(FPC} anneunced an incregse to the UK Countercychical
Capital Buffer (CCyEB) rate to 1%, to be Implemeanted by 13 December 2022, In July 2022, the FPC confirmed
o further expected increase 1o 2%, effective § July 2023 The impact of this on the Group's OCR 1s expected
to be partly offsct by o confirmation from the PRA that the tomporary 0.865% buffer (being the CETI portion
of the PSI5/20 24 reduction) imposed due to uncertainty arising from Covid 19 will be removed, effective
31 December 2022 The Group and Bank already have sufficient capital resources to fully absorb the net
incroose of 1.44%

- The Group and Bank have clected to adopt the transitional adjustmaents for IFRS 8. The transitionat adjustments
have histerically had a material impact on the Group's and Bank's regulatory capital position dug to high levels
of provisioning By 1 Jonuary 2022 around 79% of all transitional odjustments hod been absorbed through capital
resauices With the remaining transitional adjustmoent to be fully unwound on 1 January 2023,

- Given the robustness of the Group's financial position and the Group's first half performance, an intenm
dividend wos announced ag part of tho 2022 intenim results. Prior to this the Group had not paid a dividend
since the 2019 interim dividend.

- If the Group or Bank was to encounter a significant stress on capital resourcas, o Recovery Plan is maintained
which mcludes options to ensura that they can remain sufficiently copitalised to remain viabla. Recovery Plan
Early warning Indicators {EWIs) and Invecation Trigger Paints (ITPs) are regularly monitored and reporled against.,
During 2022, the Recovery Plon was enhanced to ensure compliance with latest regulatory guidance, as well as
ensuring that all recovery options were appropriately considercd The Group and Bank continue to have awide
range of recovery options available.

= Aspart of the intra-group funding arrangement, a Core UK Group (CUG) woiver was approved in November 2022
which allows Vanguais to utilise rotail deposits to fund the different parts of the Group, resulting in lowar cost
of funds for the non-bank group. As part of considerations over Vanquis Bank's CUG warver application, & Capital
support agreement (CSAY was granted by Moneybarn in fovour of Vanquis Bank The CSA, in circumstances
where Vanguls Bank is failing to moet its solo capital requirements, requires Moneybarn to contribute any
excess capital, or lguidity, it holds to Vanguis Bank In addition, Moneybarn was capitahsed as if it were
aregulated entity, based on the Group's 2022 ICAAP

- TheGroup's Pilior 3 disclosures contain a cornmprehensive assessment of its capital requirement and resources
Pillar 3 disclosures for the year ended 31 December 2027 are published soparately on the Group's website,
www.yanguisbankinggroup com
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Risk management and principal risks continued

Principal risks continued

P2 funding and liquidity risk 12 3 —

Risk description

The nisk that the Group hos
insufficient finoncial resources
to meet its obligations {cash

or collateral reguiremants)

as thay fall due, resuiting in

the failure to meot regulatory
liquidity reguirements, or is only
ablc to securc such resources
at excossive cost.

! Links to strategy

Mitigating activities and other considerations

— Funding and liquidity risks are managed within o comprehensive risk framewaork This framewaork
ensurcs that the Group and the Bank maintcin stable and diverse funding sources and a sutficient
holding of high-guahty liguid assets such that therc is no significant nsk that habilitics cannot be met
as they fall due. Funding and quidity requirements are regularly monitored to support the strategy
of the Group and Bonk.

- Funding and hguidity risk is managed by the Group's Treasury function and is overscen by the
ALCO Funding and liguidity metrics are monitored daily through daily hguidity reperting and monthiy
at ALCO meetings. Metrics are also included in the informaotion packs presented to the Group's ExCo,
Risk Committec and Beard

- The primary retrics used to monitor and gssess the adequocy of iquidity is the Overol) Liquidity
Adeguacy Rule (OLAR) (which is the Board’s own view of tho Group and Bank hquidity needs as sof out
ih the Board approved Internal Liquidity Adeguacy Assessment Process (LAAP)), the Liquidity Coverage
Ratio (LCR), and Net stable Funding Ratie (NSFR). Liguidity is managed by working to ensure compliance
with the mast binding metric ond is monitored on ¢ solo and consolidated basis

— During 2022, a signficant amount of work was undertaken to update the ILAAP. The 2022 Board
approved ILAAP s the first ILAAP prepared for the consolidated Group ond excludas the CCD wiich
was closed In December 2021, The ILAAP doemonstrates that the Group and Bank have sufficiont
high-quaiity liquid cssots to meet severe but plausible stress sconarios

~ Treasury conducts regulor and comprencnsive liguidity stross testing to erisure that the Group
and Bank's liquidity position remains within the Board risk appetite Stress testing covers idiosyncratic,
market-wide and cambined stress SConanos, Including reverse stress feshing

The Group and Bank have maintained liguidity ratios in excess of regulatory andinternal requiremaonts
throughout the year and continue to hold significant levels of high-quality liquic ossets (HQLAY

The liquidity pasition wos managed to more nermalised tevels following dction that was taken during
the Cowvid-i8 pundemic.

- Throughout the year, tho Bank has dermonstrated that it continues to have access to the retall deposit
market through fixed rate deposits. The Bank is secking lo widon the range of rotall deposit products
that it offers, noreasing the pool of ratail deposits ft has acceass to as well gs helping ta alleviate
upward movements in funding cost.

- Following the approval of the CUG waiver, retail deposits will provide most of the funding for the Group,
resulting in lowar cost of funds Wholesale funding sources will bo maintained to ensure diversity of
funding sources and provide contingent funding options

— If the Group or Bank was to encounter a significant stress on liguidity resources, a Rocovery Plan
1s mamtained which includes options to ensure that thoy can remain sufficiently liquid to remam
viable Recovery Plan Early Warning inchcators (Ewis) and invocation Trigger Points {ITPs} are reguiarly
monitored and reported against, During 2022, the Recovery Plan was enhenced to ensure compliance
with latest rogulatory guidanee, as well as ensuring thot all recovery options were appropriately
considered The Group and Bank continue to have ¢ wida range of recovery options available

1 People and Culture 2 Growth and Sustainability 3 Customer and Community
‘ Risk trend
A riskimproving — Risk stable J, Risk deteriorating
{overall level of risk is decreasing) (nc change) (overall level of risk is increasing)
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P3 Market risk

Risk description

The risk that the net velue of, or
net incoma arising trom, assets
and liabilities is impacted as

a result of Charnguea inmurkoet
prices or rates, specifically
interest rates, curency rates

or eduity prices.

P4 creditrisk

Risk description

The risk of unexpected crodit
losses ansing througk either
otvgerse magrocconemic
foctars or partres with whorm the
Group has contracted failing to
mect thanr financial cbligations.

Mitigating activities and other considerations

Market risk is managed by the Group's Treasury function and is oversecn by the ALCO. The Group
ond Bank do not take significont unmatched positions and do not operate trading books.

Tho Growp and Bank nae intersst oole semdlivily gap analysis tomnrorm the Group and Burk of any

significant unmatched positions

The interest rata risk position is reported on a monthly basis to the ALCO and includes nisk appetite
metrics set far both earnings at risk (EaR} and market valuo sensitivity (MVvS) These are assessed
against ¢ 100bps and 200bps paralle! shift in rates respectively

The Group and Bank also monitor their exposure to economic valuc of cquity (£VE), ogainst a 200bps
parallel shock in intorest rates, os well as the six stondardiscd shocks prescribed by the Busel
Committae on Banking Supervision (BCRS)

Throughout 2022, a significant amount of work has been undertaken to validale the interost rate risk
position on a behavioural basis and introduce the capaobibty to transact interest rate derivatives

to manage the residual intercst rate risk position This culminated in the transaction of interest rate
derivatives (SONIA linked) in the second half of the year

The Group and Bank mMonitor their exposurc ta basis risk, with Bank of England base rate and SONIA
the onty external reference rates used The Group doas not have any sxposure to LIBOR.

The Group continues to menitor potential implications for the strategy in response to financial
market turbulence and undertakes revicws of product pricing to ensure it is consistent with markets
and cost of funds.

Mitigating activities and other considerations

Credit risk remains a key focus for the Group given the current macroeconomic environment.

The Group continues to moniter the impact of the cost of living crisis on portfclio performanse,

and internal meosures have been put in place to help mitigate potential nsks These include, but are
not limited to, alignment of creditworthiness assessments to the latest official inflaticnary outlook,
production of targeted managemaent information, and enhanced forbearance programmaes. Ohgaing
executive focus is maintained through o Cost of Living Forum, jointly chaired by the CRO and the COG,
together with standard Risk Committce reporting,

The Group's credit risk appetite is undor regular review by tho Credit Committec and Risk Committee
to ensure that it remaing aligned to current market and cconomic conditions.

A cross-functional working group is in place ta create o centre of cxcclience for calculation of
provisions under IFRS 9. The working group ensurcs thot there are suitably skilled resources with clear
accountahilitics, effective governance arrangemonts, optirmised models, aligned activitics and
effective manogement informatien and insights ¢ecross the Group

Performaonce of nsk models is baing closely monitored by the Group, with adjustments implemented
where any continued deviation from expected performanca is evidenced

The Group continues to pursue opportunitics to supplement existing dota sources to enhonce
both credit and affardability risk, .o, opon banking.

P5 strategic execution risk 12 3 A

Risk description

The risk of making and/
or execuling poor strategic

decisions related to acquisitions,

products, distribution, etc. asa
result of iIneffective governance
arrangements, processas

and contrals

Matlgatlng activities and other considerations

The Board and its sub-committees moke risk-basod decisions in the forrmulation of their business
strategy, in ling with their Delegated Authority Framewaork ond Risk Appetite Frarmaework ond subject
to independent oversight from the Risk function,

Board Governance Monual and Delegatad Autharitios Matrix (DaM} s 1n ploce to provide a framawork
for key decision making at all levels across the Group

Executive director scorecards are in place, with reward incentives based on o combination of financial
and non-finagncial measures,

Group Risk Appotite Framewsork is in place with agreed metrics and thresholds approved by the Board.
Strategic and emerging risks are reportec to the GEC and GRG on any areas of Goncermn

Risk overlay is completed annually by the Group CRO on behalf of the Rermuneration Committee
{RemCo) to provide recommendations on adjustmaents to variable reward where governance has failed
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Risk management and principal risks continued

Principal risks continued

P6 climate risk

Risk description

The physical risk of the impacts
of climate chonge and the
business risk posed to the Group
and its counterpartics refated

to non-compliance costs and
financiai foss associoted with
the process of adjusting to o low
carbon economy.

Mitigating activities and other considerations

- Group-wide Climate Strategy and Palicy is it placs to onsure appropriate governance, contrals
and processes ore in place to support compliance with TCFD requircments and broader ESG strategy
lincluding net-zero targets).

= Climote Risk Committee 1510 operation, supported by Climate Risk and Environmental Working Groups,
facilitating the integration of climate considerations into the Group's broader Risk Monagement
Framework through its reporting lines into the Customer, Culture and Ethics Committee and Group
Exccutive Committoe.

- Quantitative Climaote Risk Scenario Analysis ond Stress Testing Framewerk 15 10 place to inform
forward-looking stratogy, with scenorios proposed te identify potential financial irmpacts ot
transition ond physicol climaote-related risks ICAAP activity contindes to take cccount of material
chimate-related financialimpacts, meeting PRA requirements.

The Group conlinues to offset its direct operotional corbon footpring via sustanable development
projocts and oll main Group premises maintain 1ISO 14001:2016 compliant status.

P7 Legal and governance risk 12 3 4

Risk description

The risk that the Group is
exposed to finoncial loss,
tines, censure or enforcement
action duc to failing to comply
with legal and governance
requirements as o result of
incffective arrangements,
processes and controls

Links to strategy

Mitigating activities and other considerations

- The Greup simplified ond strengthencd its governance structure by collgpsing and consohdating
the Vanguis Banking Group and VBL Board exccutive structures

— Boaord Governonce Manual and Group Delogated Authoeritics Framework is In place, setting out
key decision making at all levels across the Group.

Board effectiveness is ossessed on an annual basis with acticn plans in place to promote g culture
of continuous improvement.

Explicit appraval from the Board s reguired befare any decisions and actions are made that could
result in risks materiolising outside of appetite

Conflicts of Interest Policy and precesses are in place to ensure all employees mest theur
fiduciary responsibilities

All regulatory interactions are recorded and tracked, with regutar reporting through the exccutive
ana Board committees to ensure consistency ond read across through o Group lens.

The Group proactively cngages with regulatory authorities and industry bodies on fortheorming
regulatory changos

- Governance arrangements are continuously revicwed 1o ensure they are designed and operating
ctfactively to meot the Group's objectives,

1 People and Cuiture 2 Growth and Sustainability 3 Customer and Community
Risk trend
A risk improving — Risk stable J Risk deteriorating
{overali level of risk is decreasing) (no change (overall level of risk Is increasing)
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P8 Financial crime risk

Risk description M

Therisk that tho Group's
products and sorvices are used
te facilitate financial crime _
against tha Croup, customers
or third parties

itigating activities and other considerations

The Group is committed to oporating a streng and risk- proportionate sct of systems and controls
to manage tha risk within appetite.

The cecond lino Financial Crime Ovaraighil leunn hos been signlficantly enhancod with regards
to capocity and capability.

- Argvised Group-wide financicl crime asscssment approach estubhshed to set control requirsments

which dofine the standards by which financial crima risk will be managed

Now AML. CTF and Sanctions Policy kas been implemented which sets out control standards
and requirements in ine with the Group's Financilal Crime Risk Assessrment Mothodaology

Regulatory octions and notifications are monitored and managed in line with relevant timescales,
and regular horizon scanning takes place to identify relevant and significont regulatory change

A Custormer Lookback Projeat was successfully completed in March 2022, whereby 100,000 alerts were
manually reviewed . This gave the Group confidence of Politicolly Exposcd Person (PEP) records and
that no relationships exist with indiiduals subject to economic sanctions.

P9 Conduct and regulatory risk 1 2 3 4

Risk description Mitigating activities and other considerations

The risk of customer detnment -
due to poor design, distribution

and execution of products and

services or other activities which

could lood to unfair customer
outcomes or regulatory censure, -

A Group-wide Conduct Risk Framawork has been developed, with plans in place to further emboed
s roquirernents across the Group. This enables the Group to demonstrate adharence to the
requirernents sat oul within the FCA's three year Strategy ond Annual Businass Plan and includes
Improved monitoring of customer outcomes acrass alt high-risk interactions such as lending,
forbeorance, vulncrability and complaints.

A pragrarmime of activity has boen established to meet the requirernents of the FCa's Consumer Duty
regulations coming into force 2023-2024. The Baord and Risk Committes arc provided with regular
updates to support their oversight,

As part of risk harmonisation, the legocy divisional Conduct and Complionce teams have been
contralised and report to tho Group's Chicf Conduct and Compliance Officer who continues to
consolidate consistent and best practices

Conduct Policies and Procedures are in place to ensure the Group has appropriate controls
ond pracesses to deliver fair customer oulComaes

Group Complaints Forum and reporting were established to ensure the Group is learning from
camplaints trends across praducts, including any FOS referrals or upholds and actions of claims
monagement compaonics This has resulted in o nurmbaor of strotegic changes outlined in the Group's
emerging risks. Threats to our business model” and 'Responsible lending”.

As part of the Group's response Lo the cost of living crisis {coLc), a number of steps have been taken,
including roviewing the range of support availablo to ¢customers and setting up @ Cost of Living Forum,
which closely monitors for carly indicotars of cost of living pressures in the Group's book performanca,
to enable any remedicl action to be taken as reguired The Group hos proactively liaised with
regulators to share insights on the COLC impact, providing updates on the ocutcome of the Group's
menitoning and adjiustrnents to its credit nisk approach throughout the year. The FCA hove concludad
o review of Cost-of-Living Crzis Forbearance Outcomes which Moneybaorn were selocted 1o be part of.
The findings, reccived on 3 February 2023, were consistent with an interncl review performed during
2022 which initioted a programme of work o enhance the effoctiveness of operaticonal areas to deliver
improved customers outcemes This in-flight progremme will be further enhanced to reflect any
additional creas of concern rarsed by the FCA

A Compliance Monitering Programime is in place, supportaed by a robust methodology and epproved
by the Risk Committee, to assess the adeguacy and cffactiveness of the control framaworks in place
and supporting fair customer cutcomes and regulatory compliance

The Group proactively engages with regulatery authonties on a frequent basis.
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Risk management and principal risks continued
Principal risks continued

P10 People risk

Risk description

Thercis o risk that we have
insufficient operational capacity
and colleagues with the right
skills in meeting our financial,
customaer and regulatory
responsibilities.

Mitigating activities and other considerations

- Poople and HR function centralised to sireamiine critical people maonagement activities across
the Group.

- People Risk Forum to support the management of key people-related risks

— Oporotional Effectiveness Steering Group (OESG) implemented to govern and rmanage the risks
assoclated with structural changes.

— Suceession plans completed and in place for all Executive and Senior Managemant.

- Communications have and continue to bo shared with coficagues geross tha Group to koep tham
apprised of business changes and to suppart wellbeing.

- Full health ond safety risk ossessment cempletad of all our koy work locations with mutigating
actions compicted

- Recrditment, onboarding, training and cxit processes have beon strangthencd across the Group,

— Consistent framewaerks hove been developaed and embedded for Group reward, performaonce
management (Bo Better) and talent managemant.

P11 Technology and information security risk y 2 3 A

Risk description

The risk ansing from
compromised or inadeguate
technology. security and

data that could affect the
confidentiality, integrity or
availability of the Group's data
OF gystorms.

Links to strategy

1 People and Culture

2 Growth and Sustainability 3

Mltlgqtlng activities and other considerdtions
AN IT shared service operating model has been implemented to scek commercial and cost
opportunities and manage ossociated nsks offectively and officiently across all product lines

- An T Straicgic Programmo is 0 place to deliver new architecture to embrace modern principlos of
open architocture, supporting easy addition, upgrade and replacement of components and the use
of scalable cloud services, while continuing to address key areas of technical debt.

- Acyber security strategy has boen developed to align scounty actoss the Groupr and irmpiomaent
a consistent and robust scrvice which supports the delivery of the overall business and IT strategics.

- Continucd progress with the IT First Ling Controls Review (FLCR). arhancing IT control effectivencss
and risk malurity acrass the Graup and tronsitioning risk ond control ownership into business as usual
(BAU} activity.,

Custormer and Community

Risk trend
™ Risk improving

(overcu level of risk is decreusmg)
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J Risk deteriorating
(overall level of risk is increasing)

— Risk stabie
{no change)
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P12 operational risk

Risk description

The nisk of loss rasulting frorm
inadequate or fuiled intarnal
pIocesses, people and systoms
< from onlornal svants

P13 Model risk

Risk description

The nsk of inanciol lossos
where models fall to perform
as oxpectad due to poar
governance (including design
and operation).

M

itigating activities and other considerations

The Group's three ines of defence model ensures there are clear ines of accountability between
management which awns the risks, ovarsight by the Risk function ond independent assurance
provided by Internal Audit.

The Risk Harmonisation Programme, which provides a more consistent and integrated approach
to 1isk management across the Group, has moved from implementation to embedding stago.
The pragramme is delivering a single Enterprise Risk Management Framowork, consclidatod Risk
Policies and methodoiogios, and risk reporting capability.

An integrated Risk Management Systermn (Riskonnect} has been implernented which provides a central
and sccure repositary of risk intormation across the Group's three ines of defence. Implementation of
the systern significantly enhances the Group's risk management capability, improved nsk and control
offoctiveness, and realised resource efficiencios with the automation of processes and reporting,

The Risk and Caontrol Self-Assessmaont {RCSA) process has been subject to o budgeled programme
of Improvement activity, jointly sponsored by the Chicf Operations Cfficer, Chief Information Gfficer
and Chief Risk Gfficer. This programme has cnhanced the accuracy, completeness and rehability
of risk and control data.

A fully standardised meodel for supplier rnanagement is being embedded, which includes the
implementation of a new Supplier Relationship Management [SRM} Framework, Change Governance
framework, Portiolic Working Group and Transformation Executive Committee, and alignment

of the Operational Resilience ond Supplicr and Third-Party Risk Managoment Frameworks,

Work ig progrossing on the implementation and embedding of o harmoniscd change management
control environment across the Group.

Mitigating activities and other considerations

Model Risk Management Framowork and Policy, Target Operating Model and supporting modelling
standards are in ptace

Material models across the Group are independently validated as required in the policy.

Group model Inventory, containing key models across the Group, is reviewed and updated ona regular
basis und has all the recessary information to enable cffective model risk reporting and planning.

High-risk issues and hindings on material models are cddressea urgently and outstanding model risk
issues and findings are monitored and reported to relevant governance forums across the Group.

Group Model Governance Forum meets regularly and effectively provides model nisk oversight, driving
o standardised approoch to model development and governance across the Group

Existing Group Model Risk Management Framework has been assessed against the PRA's proposed
Modal Risk Management Principles (cP6f22) and found no matenal gaps.

Enhancements made to the existing IFRS 9 madels with further improvements plonned
an the governance, performance menitoring and methodology of those madels
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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 relationships with regular lines of
communicotion are in place with both the FCA and the
PRA which are kept abreast of our strategic initiatives, key
risk monagement activities and response to regulatory
developments, in particular the FCA's forthcoming
Consumer Duty regulations.

- The Group have attended a number of round table
events hosted by the FCA 1o review the consumer duty
requirements and we provide regular updates on how we
are progressing with our plans to implement the consumer
duty requirements by July 2023,

- We continue 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. In 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 on the business
medel and strategy, particularly any structural changes
or financial arrangements. Over the course of the year,
we have continued to proactively engage with the PRA
en developments related to the nctions, as demonstroted
through our engagement regarding the successful
waiver application, reguiar updates on the monitoring
of our book performance and further embedding of

the Risk and Governance Framewaork, including the
implernentation of the new Risk System.



Viability statement

Group

viability statement

In occordance with the 2018 FRC Corporate Governance Code,
the directors confirm that they have a reasonable expectation
that the Group will be able tc continue to operate and mest
its labilities as they falt due over the next three years to

31 December 2025 (the viability Period). The Viabkility Period
represents the period over which the Board has a reasonable
degree of confidence over anticipated svents, Including
prospects for the macroeconomy, and also provides an
appropriate outlook over the mediurm ta 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 assessmentis made following consideration of a wide
range of infermation, including:

- the Group's corparate plan, which sets out financial,
capital, tiquidity and funding projections, toegether with
an overview of relevant risks;

- the principal and emerging risks which could impact
the performance of the Group;

- o severe 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, togsther with the availability and effectiveness
of mitigating actions; and

- reverse stress testing analysis, which s 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 reviewsad detalled
forecasts for the three year period te December 2025 and
also considered less detalled forecasts for 2026 and 2027,
These higher level cuter year forecasts do not centain any
information which would couse 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 objectives and business model. The
business model focuses on relatively short-tarm lending
to consumers and operates conservative underwriting.
The plan makes certain gssumptions about the regulatory
environment, future economic conditions and anticipated
changes within the markats in which the Group operates
and alsc makes an assessment of the Group's ability

to fund new business growth.

The Board obtains independent 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 capital 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,

The corporate plan is based on a macroeconomic 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 rernain elevated
inearly 20623 before subsequently falling back towards

the end of 2023, in part driven by the diminished impact

of the exceptional increases in energy costs seenin 2022,
The plan assumaes 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 divisional
management, together with other regular briefings on and
discussion of new strategies, business developments and
current financial performance. These reviews consider
arange of market opportunities and developments,
together with associated risks from within the Board’s

risk appetite framework,

As the Group has adopted a bank funding model, it no ionger
pre-funds maturities 12 months in advance. Instead, the
Group now manages its liquidity to meet the Cverall Liquidity
Adsquacy Rule (OLAR) and to ensure that it can meet its
liabilities as they full due. The level of liquidity required by the
OLAR is determined by the Internal Liguidity Adequacy Process
(LAAP) and is based on an analysis of its business as usual
forecast cash requirements but glsc considers their predicted
behaviour in stressed conditicns. In recognition of the waiver
received in November 2022, which allows vanquis Bank Limited
to fund the vehicle finance business, the ILAAP also includes
an assessmeant of the liquidity needls 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 wholesale markets. Furthermore, the Group has
plausible options available to it, should the need arise, to
either reduce the liquidity requiremsnts or to increase the
ameunt of liquidity it has (or can ralse).

The corporate plan has been stress tested using a severe
macroecencmic scenario which is broadly consistent

with the ‘rates-up’ scenaric published by the PRA on

14 October 2022 The stress test scenario envisages that
the UK economy enters a pa&riod 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%. The stress test scenario takes into
account the availability and effectiveness of mitigating
actions which could be taken by management to avoid

or reduce the impact of the macroeconomic stress. The
corporate plan has also been reverse stress tested to the
point of non-viability after reflecting available mitigating
actions, The viabllity assessment concluded that the Group's
viability only comas inte question under an unprecedented
macroecanomic scenario.

The directors also considered it appropriate to prepare the
financial statements on the going concern basis, as set out
on page 118 and page 158.
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Qur
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 corporate governance standards were in place.
For the periocd under review, the Board believes that the Company cornplied in full with the provisions of the 2018 UK Corporate
Governance Code (the Code).

This report explains the main aspects of the Company’s governance structure to give a greater understanding of how the
Company has applied the principles and complied with the provisions of the Code. The Corporate Governance Statement also
explaing compliance with the FCA's Disclosure Guidanceg and Transparency Sourcebook. The UK Corporate Governance Code
is published by the Financial Reporting Council (FRC) and is available on its website, www.frc.org.uk.

Further information on the Company’s corporate governance arrangements and compliance 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
colieagues in London, Petersfield and
Bradford this year. Our colleagues
have helped define our values

to deliver our Purpose and good
customer outcomes.

Patrick Snowhall
Chairman

Vanquis Banking Group pic Annual Report and Financial Statements 2022

Dear Shareholder

Ilam plecsed to introduce the Corporate Governance Report
for 2022 and reflect on the excellent progress we have made
continuing to position the business for success toward our
Mission ta 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 reperted to you last year, 2022 has been the first year
we have operated a largely commaon Board rembership for
Vangquis Banking Group ple and Vangquis 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 hos confirmed its effectiveness.

In addition, the Board has undergene an independeant
effectiveness evaluaticon this yeor, 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 Cormmittee Chairs who were all
complirmentsad on fulfilling thelr roles to a high standard.

Cur enviroenrment doesn't stand still and as a Board we continue
to adapt, learn and strive far continual improvement. Reflecting
many of the Company’s directors’ new roles on the Vanguis
Bank Board, the output from our Board Skifls Matrix process
and cur 2021 Board evaluation process, a comprehensive
Board training plan has been executed throughout the yaar
addressing specific areas relevant to the directors of a regulated
pank. You can read abeut ongoing directer training on page 92

Cur governance arrangements will continue to be the guiding
framework by which we make our decisions and that support
us to run our business in a well organised manner

Qur Purpose and culture

At the heart of everything we do is cur Purpose of ‘helping to put
customers on the path to a better everyday life”. Our strategy
has been reviewed and refreshed this year in light of cur evolving
business mode! and we have expanded it to articulate our
vision, Mission and areas of strategic focus. Our strategy
rightly puts cur customers at the heart of everything we

do and, from a governance perspective, we are focused

on ensuring we have a framework in place that delivers this
custormer-centric approach. We progressed well toward this
aim when we established our CCE Commiittee in 2019. As part
of our proegramme to implement the FCA's new Consumer
Duty Regulation, we are taking the opportunity Lo review our
governance fromework. Any enhancements we make willbe
designed to preserve customer outcomes as the predominant
feature of cur oversight responsibilities. Enhanced reparting
will help the Board continue to embed customer outcomas

at the heart of our business and support the Board to oversee
our commitrment 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.

It is the Group's ambition to create a truly inclusive workplace.
I arm impressed by the highly active Affinity Groups that make
up the Group’s inclusion cemmunity and note particularly the
diverse and informative wellbeing webinar support sessions
that have been well attended by our colleagues. Qur inclusion
colnimnunity continues to evolve with a Social Mobility Affinity
Group established in November 2022,

IJUPUIBNOD



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 39
and 40 and about the Beard's role in shaping and overseeing
our culture o page 78 to 81 and in our CCE Report an page
100. You can also read about the Board's activities in relation to
the oversight of inclusion and diversity in our leadership team
and wider workforce in our Nemination Committee Report on
poge 950 95,

Effective risk management and governance

| am encouraged by the improvements to the Group's overall
risk profile and particuiarly the irmproved conduct risk position,
which hos been the result of several yaars of work. The Board,
through its Risk Committee, has paid porticularly close
attention to credit risk in response to the cost of living crisis
The Board raquested anhanced cradit risk reports througheout
the turbulent market conditions and will continue to be mindful
of the financial chollenges facing our customers as o result,

The Group's principal risks remained consistant throughout the
year and the Risk Harmanisation Programme is delivering on its
objective to provide an integrated and stable tpproach to tisk
management geross the Group. With execution risk alse top of
mind, the Board has continued to reqguest specific second and
third line assurance over prominent projects. These include the
First Line Controt Review and the IT Transformation. The Board's
reporting templates require a risk assessment 1o be completed
on every paper which helps to inform the decision making
process. You con read more aboyt Risk Management, our
Principal and Emerging Risks, Including trends and mitigations
on page 54 to 66, The report frorm our Risk Comemittes can be
found on page 108.

Growth and sustainability

This year we have brought our businesses together under a
unified leodership ond governance structure with centralised
support functions to provide efficient setvices across our
three product areas. The Beard has overseen the exacution

of these plans which aim to position the Group for long-term
and sustaingble growth. Much management time and effort
have gone Ihto planning a caraful trensition to a modermn IT
infrastructure and the Board ond Risk Committee remain close
to this programme. The Chief Technology Officer has reporied
to several Boord and Risk Committee mestings on tha progress
against the IT ronsformation plans. The Board draws on Its
waalth of experience and any further resources as raquired,

in order to guide and support management to deliver a
prograrnme of this scole to the benefit of its stakeholders.

In Januory 2023 we announced that we had taken the decision
to rename our Company ‘Vanguis Banking Group pic’. This ig
the next step to help fuse our group of businesses together
ond demonstrates to our stakeholders the progress we havs
made toward our Mission. The Board considered this in detail,
particularly the stakeholder impilications, and you can read
more about this principal decision and the Board's consideration
of stakeholders Implications on page 75.

Board composition, succession and effectiveness
On 26 January 2023 we announced that Malcolm Le May had
decided to step down as CEO and we had appointed ian
MeLaughiin, who is due to join the Group as CEO during surmmer
2023, subject to reguiatory approval, My deepest thanks go

o Malcolm for his enomous contribution to the Group during
his tenure. i was also pleased to announce Mslanie Barnett as
our new General Counse! and Company Secretary. You can
read about lan and Melanie’s appointmeants on page 87 of our
Nomination Committee Report,

On § March 2023 we announced the appointment of Michele
Graana as non-aexecutive director and | would fike te toke this
opportunity to welcome Michele to the Board.Tam confident
that the Beard's composition is appropriate to fulfil its role

effectively. You can read more about Michele's appointment
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and the Nomination Commities’s work on Board compaosition
on page 95 t0 89.

Andrea Blance, our Seniot independent Director and Remuneration
Committee Chair, recches 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 Cormmittee, have
been taking actions to ensure proactive ond robust plans

are in place for succession. All of our directors will stand for
re-olecticn at our 2023 AGM and our non-executive directors
continue to be independent, as set out on page 80. Diversity and
inclusion is a strong focus area for our Norination Committee
when reviewing our talent and succession plans and our talent
pipeline. You can read more aboul both these activities in the
Nomination Commities Report on page 95 to 99.

This year’s Board evoluation was externaily facilitated by
Independent Audit. | am incredibly proud of all the Board has
achieved together with the help of all our colleagues since

| joined the Connpany, and you can read moere about the
process and the findings of this year's evaluatiot on pages 93
and 94, alongside progress that we have made to address our
2021 evaluation actions,

Environment and community

| am very proud of the Group being externally recognised for its
environmeantal and social responsibility achievements which is
testament ta the hard werk and effort of our colleagues. You can
read more about this in our standaione Sustainability Report.

in 2021 we identified climate risk as a principel risk and
rmanagernent astablished a Clirnate Risk Committee. We
cantinue to evolve our reporting capability to meet the Task Force
on Climate-related Financial bisclosures (TCFD) requirements
overseen by our Audit Committee. The Board has further
cornmissioned research to deepen our understanding of our Level
3 GHG emissions. The appropriate governance arrangements are
in place in this evolving area to oversee the targets we have set
and the publication of our erviranmental data,

We have bulit strong relationships within tur communities as
described in our Sustainability Report and | am pleased to
report that our Vanquis Banking Group Feundation furthers
this aim. The Board has considerad the Foundation's funding
and strategy and welcomes the atignment of its target causes
to the Group's Purpose and values,

Managemsent continues to evolve our stakeholder practices
and policies guided by our Board approved staksholder
engagement strateqy. Please see our business modiel on
page 20 and the stakeholder section on page 82 to 85 for
further information.

Dividend

1 arn delighted to report that the Board has proposed a final
dividend of 10.3p per share to shareholders in respect of 2022
ofter taking into account regulctory copitol requirerents,
lavels of sustoinable receivables growth and the resultant
IFRS @ Impalrmeant provisions. Our Board Is focused on delivering
stable and sustainable dividends in future periods.

AGM

Our 2022 AGM was held at our Head Office in Bradford and we
waore able to invite shareholders to attend in person. We also
provided the opportunity to follow the mesting remotely via a
live webeast and to submit questions to the Board in advance of the
rmeeting. This year we will retain the live webcast amangements
and hold our AGM in London ct the offices of Clitford Chance,
10 Upper Bank Strest, London, E14 5J) on 26 May 2023 at 1.30am.
I look farward to meeting sharsholders at our next AGM.

3
Patrick S )
b e TN
Chairman \ — T T
30 March 2023 (
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Qur
Board

Patrick Snowball ®
Chairman

Appointed: 21 Septemboer 2018
Tenure: 4 years

Career and experience:

Patrnick was CEO of Suncorp Group Limited,

an ASX 20 Australion finoncial services group,
between 2008 and 2015 whare he succossfully
led the turnaround of the group tollowing the
glebal financial crisis Before joining the Board,
Patrick was Chairman of Integrafin Holdings
plc between 2017 and 2018 and was Choirman
of Sabre Insuranco Group ple until Septembor
2020 Prior to this Patrick was @ Non-Executive
Director at Jardine Lloyd Thompson Group

plc from 2008 to 20049, Deputy Chairman at
Towergate Partnership between 2007 and
2008 and a member of the FSA Practitioner
Panel from 2006 to 2008,

Patrick’s contribution to the Board,

key strengths, skills and reasons

for re-election:

Patrick’s uniguc carecr and experiences ring
o waalth of skills to the Board In particular,
as Chairman, his previous leadership and
demonstrable success in driving chango,
strengthening governance, creating strong
ond effoctive boards, and institling stability
through o positive culture arc key strengths
he brings to the Board.

- Experienced chairman, non-executive
director and chief cxecutive officer

- Extensive experience of the
financial services industry and the
regulotory environment,

- weatth of knowledge of the chollenges
faced by the finoncial services sector,
acquired over a 30-year carcer.

- long trackrecerd in leading companies
to develop and dehiver growth plans

- Change project management, typically
involving digital transformation and
brand building.

Buiiding strong customer relationships
and teveraging data and insights, os
well as lcading and developing wider
stakeholder engagement

Current external appointments:
- Dircctor at The Old Dove Dairy Limited

Malcolm Le May @
Chief Fxecutive Officer

Appointed as CEO: | Fobruary 2018

Committee key:

A Audit Commitice
€ Custormer, Culture aond Fthics Committeo

B Disclosure Cornmittee

Tenure: 8 yoars

Career and experience:

Malcolm joincd the Group as an Indopendant
Non-Exccutive Director in 2014, becaming
Intenm Exceutive Chairman in Novembor
2Q17. Malcolm provided effective leadership
to the Board, working with it to redefine roles
and respensibilities, and initiated o process
to ensure the Board had the right mix of skills,
experience and divorsity. Prier to joining the
Group, he held several senior positions within
barking, including as Co-Heed of Banking
for Barclays in Now York, Head of European
Investrment Barking at UBS and Deputy

CEO at Morley Fund Management (now

Aviva Investors).

Malcolm’s contribution te the Board,

key strengths, skills and reasons

for re-election:

Malcalm's extensive career, his deep
knowledge of varicus businesses and
soctors, his understanding of the regulatory
environment and turnaround situations and
his proven lcadership skills are considered by
the Board to ba invaluable gqualitics that make
him best placed to lead the business, as well
as effectively contributing to the Board

- Adecepknowledge and exporicnce
of the financial services industry and
regulatery envirenment,

- Relationships with key stakcholders, such as
investors and the Group's banks, enabling
the Group cccaoss to funding.

The strengthening of the Group’s
governance framework and the
realignment of the Group's cutture
more closcly to the developing needs
of the custormer.

Current external appaintments:

- Non-exeocutive dircctor of I Group Holdings
pic (mcluding non-executive chairmarn of
North Amaorica 1G).

- Trustec ot the Grange Festival,

— Trugtes at Peace at the Creaso.

Neeraj Kapur >4
Chief Finance Officer

Appointed: 1 April 2020

Tenure: 3 yoars

Career and experience;

Neerg] was Group Chief Financial Officer

of Secure Trust Bank ple, o UK retail and
SME bank. Ho 1s an experienced chief
financial officor with @ strong retail banking
background, including consumeor finance
and savings products expertisc. He brings
versatility and intellectual agity to the Board
and Group Executive Committeo.

N Norination Committee
Re Romunoration Committon
Rl Risk Commitice

O Cormimittec Chairman

Neeraj's contribution to the Board,

key strengths, skills and reasons

for re-election:

As a qualified accountant, Neorgjis
technically strong and has o diversc
hockground thot has included time as a pilot
in the RAF and an entrepreneur running his
own business and working in o large-scale
regulated bank. Neeraj has a strong retail
bonking background, including consumer
finance and savings proeducts cxperlise,

and has expericnce in accounting, finance,
profassional sarvices, governance, operations,
rmarketing ond nisk.

- Experienced chicf financial officer

- Significant experience in lecding
end-to-cnd finance functions, including
for a bank and cther corporates, as well
as managing accounts for individuals and
small business ownaers.,

- Proven ability to build effective waorking
relationships with key stakeholdaors,

including regulators, investors and analysts.

— Deep understanding of, and strong
axpariencea in, the Group's scctor.

Current external appointments:

- Trustee at Combat Stress.

- Trustce at The Worshipful Company
of Chartercd Accountants

- mMember of the finonce audit and risk
cormmittce of the RAF Club

Andrea Blance
Senior Independent Director
(s103)

Appointed: | mMarch 2017
Tenure: 6 years

Career and expetience:

Andrea has extensive board and fingneral
sorvices experience She spent her executive
career at Legal & General Group ple,

whore she was a member of the group
oxecutive cormmittee and held arange of
senior leadership roles, including Divisional
Chief Financial Officer, Group Financial
Controller, Group Chief Risk Officer and
Strategy and Marketing Director Andrec’s
past non-axecutive roles include Senior
Indepcendent Director and Audit Cormmittee
Chair at Reassure Group ple, Risk Committoo
Chair ot Scottish Widows pl¢ and Lioyds
Bonking Group Insurance, Non- Executive
Director at Tho Moentoring Foundation and a
membcr of Willkam & Glyn's pre-IPO 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

forre-election:

Andraa brings a wealth of relevant experience,

including her understanding of governance,

the regulatory cnvironment and conduct
risk. She has extensive experience of strategy
and custormer moarketing, complex change,
finance and reporting, IR and stakeholder
management.

- Exporignced senior independent director,
non-executive director, bogrd committee
chair and senior lcader

~ Decp understanding of the financial
services industry

~ Track record of working with businesses
at different stages of devalopment
and supporting both growth and
recovary strategies.

Current external appointments:

— Non-Exccutive Director at Hargreaves
tansdown plc

- Non-Exccutive Director at Aviva plc.

Elizabeth Chambers
Independent
Non-Executive Director

Appointed: 31 July 208
Tenure: 4 years

Career and experience:

Elizabeth is an experienced board director,
senior financial services exccutive, stratogist
and markating leader in the UK and globally
Her previous board expoerience includes
being a Non-Executive Director at Hastings
Group plc, Dollar Financiuol Group, Hibu ple
(formerly vell Group) and The Home and
Savings Bonk. tlizabeth served on the board of
Westarn Union interniational Bank and boards
relabing to consumor finance jGint ventuics
betwoen Barciaycord and othar brands,
such as Argos and Thomas Cook She hos
extensive exacutive oxperience through roles
inciuding Chiaf Marketing Officar at Barclays
and Barclaycard

Elizabeth’s contribution to the Board,

key strengths, skills and reasons

for re-election:

Elizab>eth brings more thon 36 years of
oxpericnce in straiegy, morketing ond product
development across a ronge of financial
services. As an oxecutive, she has a long

track record of driving revenuc growth and
solving compiex business challerges at major
global financial institutions In various roles
she has ked businesses through brand and
reputation transformactions, strengthened
customer acquisition ard engagement, buift
innovative digital businesses. and led mojor
businaess turrarounds

- C-suite marketing and commurications
executive, board director and strategist
- Proven people lcader
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- Brood and decp knowledge of financial
sarvices, including credit cards and
payments products, a wide range of
customner loan segments ond maorketing
in aregulcted environment.

— Substanticl expertise in turnarounds, as well
as M&a and cultural change

- Wide exposure to international operations
and the urigue challenges of leading them

Current external appointments:

- Non-Executive Director of University of
Colorado Health Authority {non-profit).

- Non-Executive Director of Evelyn Partners
and its subsidiarics

— Non-Executive Director of TSB Bank Plc.

- Advisor to Currcnsea Limited.

— Operating Partnor for Searchlight Capital
and its partiolio companies

Paui Hewitt
Independent
Non-Executive Director

Appointed: 31 July 2018
Tenure: 4 years

Career and experience:

Paulis an exporicnced chief hnanciol

officer, chairman, non-exccutive director

ana qudit commmittee chair who operates

in a number of different sectors. Paul's past
non-execiitive director roles include chainng
the audit committees of Tokio Manne. Kiln,
NEST Corporation, Tesco Bank, Colling Stewart
Hawkpaint, Charles Taylar Plc and GMT Global
Aviation. He began his cxecutive caraer in
finance, working for over 20 years os o finance
director of vanous companies, culminating

in becoming Deputy Group Chicf Executive
and CFO of the Co-operative Group between
2003 and 2007

Pagul's contribution to the Board,

key strengths, skills and reasons

tor re-election:

Paul's vaned and wide-ranging career is built
on o successful career in finance. He has a
track racord of creating and rechsing value
for sharcholders and has worked ocross o
number of zectors including finoncicl services,
techrology healtheare retail and business
services Through his non-oxecutive roles

he has halped severcl management tecams
adaopt their business models to respond to,
cnd anticipate, changes in thair competitive
and reguiatory ervironments n both fus
exocutive and non-executive car¢er he has
hod extensive oxperience of transactions and
ensunng that businesses have an appropriote
financial structure

Exporienced nor-executive diractor,
chairman and chief financial officer
Broad exporicnce of the inancial services
industry and the regalatory environment,

- Strong trock record in delivering good
returns for shareholders

- Extensive experence of trensactions.

— Broad experisnce us both an executive
ard a non-executive of developing ord
challengirg business strotogies
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- Has helped several management teams
adapt business medels in anticipation of
changes in their environments and markets.

Current external appointments:
Non-Executive Director of Ombudsman
Services Limited.

— Non-Exgcutive Director of ICNH Limited
(trading os Drbocter)

— Non-Executive Director of E-Negotiation
(trodmg as Am\coble)

— Non-Exccutive Dircctor of Qptalitix Limited.

AngelaXnight
Independent
Non-Executive Director

Appointed: 31 July 2018
Tenure: 4 years

Career and experience:

Angela has extensive experierce in both the
public and private sectors, Prior to jaimng

tho Board, Angela was CEO at Encrgy UK,

the British Bonkors Association [BBA, now

tha UK Finanea) and APCIMG (now Persenal
Investment Management and Financial Advice
Association) $ho was previously o Member

of Parliarnont and Treasury Minister betwoeon
18992 and 1897 and was the Chairmran of the
Office of Tax Simplification from December
2016 to March 2019, Previously Angela was alse
a Non-Exceutive Director 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

Angela has o strong understanding of the

expectations of regulatars and other public

stokebolders. This cominobon meons

sheis a skilled dircctor who knows how to

monage ofganisations and how to challenge

managemeant to deliver, Angela’s thought

leadership, technical and policy skillg, as well

as a deop understanding of the financial

sector, are demonstratad through hor

leadership of the repositioning of Energy UK

in the energy scector and of the BBA through

the banking crisis

- Expeorienced Government Minister, CEG,
chair and non-executwe director.

- wedalth of knowladge of the financial
SOrvices sector.

- beep knowlcdge of regulated industries

- adept at solving difficult problems with
effective solutions.

— Understanding of public presentation, in
particulor os o proficiant public specker.

Current external appointments:

— Non-Executive Dircctor ot Arbutnnot
Latham & Co.

- Non-Exzcutive Direcior ot incore Cap'tal
Groun, In¢

- Cnairat Poo’ Reinsurance Company Limited



Graham Lindsay
Independent
Nen-Executive Director

e ®

Appointed: | April 2013
Tenure: 4 yeors

Career and experience:

Graham has held a number of senior
axgcutive roles, Including responsibility for
the Lloyds branch network and as Corporate
Responsibility Director Graham joined the
wongo UK board in 2016 as part of the new
leadership toam engaged to improve the
business ond deliver change. Graham sat
an the board of the Instituto of Banking &
Fingncial Services und on the Professional
standards Board He s Sonior Indepondant
Dirgctor at One Family, a mutual life
assurance business.

Groham's contribulion to the Board,
key strengths, skills and reasons

for re-election:

Graham brings to the Board extensive
cxperience in commercial and retail
banking following o 40-year carcer ot Llayds
Banking Group und a decp understanding
across various distribution channels
Graham has had demonstroble success in
fecusing organisations on thair customers,
cnsuring they are at the heart of decision
making and product design. Graham also
has a strong appreciation of the Group's
regulatory environment

- Extensive customer knowledge, strong
customer focus and a track record of
enabling and overseeing businesses
to ensure that they put the customer
at the heart of what they do

- Significant stokchalder
cngagemeant experience,

Current external appointments:

— Seniot Independent Director at OneFamily
and Chair of the Pension 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 yoars

Career and experience;

Margot served as a Member of Parliament
botween 2010 and 2019 and has held a number
o! ministarial offices, latterly as Minister of
Stotefor the Department of Digital, Culture,
Modia & Sport, whare sho charmpioned the

interests of poth indusiry and consumers in
the digitalwerld In her role as Parliamentary
Under Sccretary of State at the Departmaent
for Business, Encrgy & Industrial Strategy.
Margot had respensibitity lor small businesses,
consumers and corporate governance,
inciuding labour markeais and the retail sector

Margot’s contribution to the Board, key
sbienylhe, skills and reasons tor re-etection:
Margot hos a wide-ranging successful carcer
in both the public and private sectors Her
public sector expericnce provides Margot with
a strong understanding of the expectations

of regulators and othar public stakeholders,
as well as strong knowledge of corporale
gavernance, labour markets and the UK's
technology and retail sectors. She hos a track
record of driving value for shareholders and
hag a demonstrable record as a successful
entreprencur and CEQ.

- Experienced Government Minister
and Member of Parhament.

- Results-focusced entreprencurial
business owner.

- Strong track record as a CEO
and business leader.

- Non-exccutie director and
chair experience.

- Decp governance knowledge.

- Strong relotienships with wider stakcholders
ina varicty of sectors

Current external appointments:

— Exccutive Chair WMG at tho University
of Warwick.

- Emeritus Governer of the Landon School
of Economics

- Non-Exccutive Chair at Taso Advisory.

Michele Greene N R C
Inclependant
Non-Executive Director

Appointed: 9 March 2023
Tenure: less than !month

Career and expearience:

KMichele is a highly expenenced finance
professional at executive and Board level.
She has held senior roles at Virgin Money
and MBNA Europe Bank and, prior to thet, she
worked across various finance functions at
Golgman Sachs, Credit Lyonnais and KPMG
Duktin. At Virgin Monay, Michele was Director
of Strategic Development, whore she wos
respansib'c for establishing a credit card
business on o newly bult IT platform and was
subseguently gppointed as the Managing
Dirgctor of the Virgin Money Digital Bank Prior
to that she was the Chief Financial Otiicer of
MBNA Europe Bank between 2005 and 2013 In
2018 Michele co-founded of Mololo Limited.

a boutique advisory company specialising

in helping companies in the payments ond
unsecured lending space.

Michele’s contribution to the Board, key
strengths, skills and reasons for re-election:
Michele has over 25 years' oxperiones

of financial services and retall banking,
particularly in the oreas of payments and
digital iInnovation Michele hos built significant
experience in the developrnenl und growth

of successtul banking businosses.
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- Extensive oxperience of financial services
and rotail banking, porticularly in the areas
of payments ond digital innovation.

- Chartered Accountant and expenchcad
business exccutive and finance professional
with a strong track record as o CFO and MD.

- Deeop knowledge within the consumer
credit, card payments and digitat
hanking sector.

— Proven obility to buld offective waorking
relationships with koy stakeholders,
including regutators, investors and analysts.

- Nen-gxccoutive director and chair
expericncao.

Current external appointments:

— Exccutive Dircctor and co-founder
of Mololo timited

- Nan-Executive Director of Bank of Irciand
Group plc.

- Non-Executive Dircctor with J&E Davy
Unlimited.

— Non-Executive Dircctor of East End
Fair Finance Limited.

Melanie Barnett
General Counsel and Compaoany Secretary

Appointed: 13 August 2022
Tenure: less than o year

Career and experience:

Meolanie is a senior corporate lawyer and
formarly Head of Corporate, Group Corporate
Structuring at HSBC Haldings ple, with two
decades of multi-jurisdictional experience
across o brood range of transactionat and
regulatary matters.

Meiznie achieved a First Class Honours Degree
in Law at Exeter University and LPC Distinction
at the University of Low Hor career started at
Norton Rose Fulbright in 1898, qualifying as

a soliciter in 2000. Gver the next eight years,

Melanie specialised in Corporate Finance work,

progressing to Of Counsef in 2007,

In 2008, Melanic transitioned to H5BC Ho\dings
as Associate Gencral Counsel in the Group
Legal team, prioritising the Group's proprietary
M&A transactions and genoral corporate and
public markets advice. Melanic progrossed

to become Head of Corporate, Corporatc
Structuring in 2013, where she led the legal
tearn on the demerger of HSBC Bank plc in
the UK to create HSBC's ring-fenced bank in
response to the ‘Too Big To Foil regulatory
agenda, as well as the legal aspects of
HSBC's global recovery and resolution
planning. including significant restructunng
Melanie jsinad Vanguis Banking Group in
September 2020,

Melanie’s contribution to the Board, her key
strengths and skills and reasons for election:
Molanic's logal experience has been gained
predominantly in corporate finance, M&A,
public markets and restructuring work

and providing oll gspects of carporato,
commercial and regulatory advice Molanic
brings extensive expericnce and knowledge

af the financial services sector
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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 22-265:

] 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
remgins consistent with prior years. the Group continues to
exist to put pecple on a path to a better everyday life and this
is supported by our strategy. The Board reviewed the Group's
strategy and monitored its implemeniation throughout the
year. An in-depth review was undertaken of the Group's strategy
at the Annual Strategy Conference, which you can read mare
about below. On page 76 you can see d review of Board
activities during the year and how these link to the Group’s
strategy and on pages 51,75, 77 and 85, the key strategic
decisions made by the Board during the year are detailed.

The Group recognises the importance of festering an inclusive
culture to execute our strategy in a sustainable manner, Further
detalls on the alignment of our culture with our strategy are

on page /9.

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 accordance with our Purpase, vision, Mission, and strategy,

the Board oversaw the embedding of the integrated operating
maodel, as approved and repoerted in 2021, Throughout the year,
the Beard of vanquis Bank Limited operated alongside that of the
Company. This has delivered a streamlingd governance structure
ond reduced duplication, thus enhancing strotegic 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 approved the re-naming of the Group as detailed
onpage 79.

As documented in the Matters Reserved for the Board,

the Board has sole responsibility for setting the Group's
strategy, reviewing its implementation, and overseeing

the Group’s operatians through the effective manitoring

of internal controls and risk management, The Board has
delegated authority, as appropriate, to the Group CEQ and
its cormmittees (see page 88, as articulatad in the Group's
Delegated Authorities Manuall. This supports effective
decision making through minimising duplication, ensuring
those with relgvant expertise scrutinise any proposal and the
clear delinaation 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 considerations and the impact
on the Group's principal risks are considered as part of any
strategic decision making.
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Growth and
Sustainability

3 Customer and
Community

Committees supporting strategy

In carrying out their roles, the Board committees support the
delivery of our strotegy. The role, remit and activities of each of
the committees of the Board are surnmarised on page 88 and
in the committee reports on pages 95 to 1. The Committee
Chairs report to the Board at ecch meeting 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 maonagement reports, to monitor the implermentation
of our strateqy. The Group CEO and CFO produce separate
reports to the Board, which include KPIs relating to operational
performance, financial performance and performance against
budget and strategy.

The Executive Committes, comprised of senior managemeant
and chaired by the CEQ, is responsible for developing,
proposing and implementing Board approved strategy in line
with the culture, Purpose and values of the Group. Indoing so,
itis 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 ali three elements of the Group's
strategy. In June 2022, the Group held its annual Group Strategy
conference {the conference), attended by the Board ond the
Group Executive Committee. The agenda for the conference
was developed by the Group Executive Committes, 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 coheasive
custorner outcomes (page 3-5) and the unification of the Group's
technology systems {page 51} as part of the continued embedding
of the refreshed operating model. The macroeconomic
conditions and uncertainties experienced during 2022 were
aiso a key area for discussion. The potential impact of the
economic environment on the Group's long-term sustainability
and prospects for growth remained under scrutiny throughout
the year, with updated 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 implermentation of strategy
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Principal decision: Re-naming of the Group

The Board approved the re-naming of the Company to vanguis Banking Group plc.

Decision making process

In recent ycars, the Group has evolved how, and to which customers,
it provides cradit. This has resuited in credit guality across the Group
improving significantly, as illustrated by the Group's current average
credit risk mere than halving sinee 203 Duing 2020, Lhe Group's
evolution continued and involved the closure of its home-collected
credit busingss, which carried the 'Provident” brand, The Group chose
to focus on its credit cards, voehicle finance and personal loans
operations in the mid-cost and near-pnme parts of thoe market
Accordingly. the Group has decided to changa its name ta Vanquis
Banking Group pic inrecognition of its new and future mix of lending
products and its reposilioning as a specialist banking group. In June
2022, the Board considered in depth the rationalo for, and implications
of, the re-narming at the annual Group Strategy Conference. In
Soptomber 2022, the Board considered an implemantation plan for
the re -naming which cutlined the statutory requirermenis, regulatory
implications, stokeholder impact and proposed customer messoging,
The Board approved the re-naming in principle ond, considering

tho relovant expertise of its membeoers, established a "Re-noming
Sub-Caommittce’ of the Board to oversoc the implementation. The
Board recammend that the management tearmm seck third-party
gudance and advice where required. In January 2023, the Board
approved the announcoment of the re-naming in the Compony’s
fourth guarter trading update.

Long—term consequences

The Board considered the long-term conseguences of the re-naming
in the context of the Group's wider strategy, vision, and Mission and
how the Group has evolved how, and to which, customers it provides
credit to The Group's strategic Purpose is to be the first-choice bank
for people who can't gccess traditional lerders and the renaming of
the Group pdts its Purpose as o bank at the forefront of its branding
The Board scrutinised the patenticl risks of the re-naming which
irciuded the risks inherent in any significant change, IT infrasiructure
implications and possible reputational consequences. The Board
agreed that the risks could be mitigated through strong project
managament and noled that the re-naming would have no structural
implications for the Group's businessas. The Board further notod that
the re-naming ond improved clarity around the Group's Purpose

as a banking group facilitated the potential expansion of the brand
and thus improved the prospects for growth

Links to stakeholders

Links to stakeholders Links to strategy

Customers Cormmunitics

1 People and Culture

Investors Covernment

2 Growth and Sustainability
Colleagues sSupplcrs
Ragulotors Pensionets 3 Custorner and Community

Dbt providors
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Links to strategy 2 3

Stakeholder implications

The Board considered the implications for all stakeholder groups
and had due rogard 1o its £172 dulics throughout the decision
making process The Board considered the market and investar
perception of the re~-naming, noting that, notwithstanding the
challenges dotailed below, the re naming aligned more clossly
with the Group’s Purpose and strategy. Customer impact was
considered, and qualitative research provided, which indicated
that customers would welcome the re-naming and highlighted
the positive porception of the Vanguis name. The Board discussed
colleaguc attachment to the Provident name, as well as those of
the Group's subsidiary busincsses, and acknowledged the need to
bolence arcspact for the Group's history with @ forward-locking,
growth mindsct. The Group engagaed with the regulotors at an early
stage in the re-branding process to ehsure that the rogulators had
no ohjcctions to the re-naming and to understand the regulotory
requircrmants for the change.

Chalienges

The Board recognisad thal, whilst the re-naming aligned more
closely with the Group’s Purpose and the refroshed strotegic pillars
and drivers, there was collcague and customer attachment to the
Provident brand and a need to value and respect tha Company’s
long history. Tha Board noted the multitude of actions required
following the re-brond including colleague crnall address chonges,
website updates and supplicr contract amendments, and
recognised that o transition period of up to three months would be
required to fully embed the re-brand. The cost of the project wos
considered in the context of the long-term benciits.

The Gompany changed its nama to Yanguis Banking Group plo
on 2 March 2023

Links torisks PS5 Linksto 5.172

Links to risks Links to s.172

The likely consequencos of any

P Find gur key nsks e |
dacision in the long term

on page 59

The interosts of employces

Busincss relaticnships with
suppliers, customers and othorg

The impact on the community
and the environment

Maintaining o reputation for high
standards of business conduct

Acting taithy as botween memoers
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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 conjuncticn

with the CEO and General Counsel and Company Secretary.

Agendas includes items scheduled in advance into our annual agenda planners, but also items in response to immediate
issues arising or matters raised in previous meetings or outside of meetings. Typically, our Board meetings include reports

on operational and financial performance, governance maotters and chosen deep dives into areas of strategic importance.
The following pages provide examples of key Board activities during the year to provide an insight into the Board's deliberations

and priorities and how the directors promoted the success of the Company.

Strategy 1 2 3 Links to s.172

Reviewed the outcome of a review of our cards business and cards platform strategy
Ovarsight of the cards business and platform strategy, including the key opportunitics for our cards
business, and the actions requirad to implement the strategy ond deldiver value for customers. The Board
rmonitored progress against the cards strategy and the actions implemented to doliver it

Links to
stakeholders

Reviewed the Group's loans business and loans platform strategy

Oversight of the loans business strotegy, including the market opportunity, affordability processes.
technology plans ang the outcomae of the leans product pilots undertaken. The Board approved the
technolegy plon to move the opon market loans product onto the Group's now 1T architecture ond
approved the financial plan for the loans business

Reviewed our vehicle finance business review and strategy
Oversight of the vehicle finance business. including an update on the vehicle Finance customer base, how the
business’ gaod reputation has supported Its success, the competitive landscape and growth opportunitizs.

Re-naming of the Company and Group
See page 75 regarding the decision to change the name of the Company and Grodp.

Reviewed the Group's external and intermal communications strategy

Oversight of the Group's external and internal communications strategy and how this was aligned to the

Graup’s Purpose and societal role. The Board considered who the Group’s stakeholders were and how the
Group was perceved by them. The Board alse considared how it measurad the delivery of the its Purposc

Reviewed proposal for launch of new secured product offering

Oversight of a proposal, which was approved by the Vanquis Bank Limited Board in Novembar 2022,

for the launch of o new secured product offering of second charge mortgages This included ovorsight
of the risks and opporturities and the regulatary and customer considerations.

Budget, financing and perfermance 2 3 Links to 8.172

Reviewed operational and financial performance at each meeting
Oversight of the financial and operational performance of the Group ogainst the agreed budget and plan.

Links to
stakeholders

Reviewed the Group's ICAAP document
Approvet of the Group's 2021 ICAAP document ard oversight of the epproach to preparotion of the 2022
1ICAAP The Board also reviewed and eppraved updates made to the ICAAP document dunng the yaar,

Reviewed budget

Approval of the Group's budgel, ansuning adegudate resources were in piace for the Company to
maet its objectives In approving the budgct, the Boord considered o renge of issues, Ingluding: the
macroeconomic and strategic contexl; the basis of preparction and forecusted performance; the
technology and change investment activity; investor expectations; and the risks and apportunitias

Reviewed intra-group funding
Scc page 85 regarding the decision to make changes to the Group's Intra- group lending epproach
following the Group's Core UK Group waivar application

See key on page 75 for links to strategy, risks, 172 and stakeholders

76 Vanguis Banking Group ple Annual Report and Financia! Statements 2022



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

Reflecting the Board's confidence in the Group’s ability to deliver
cirtrontivie nnd sustoinable grovsth and returnn for shorskolros, o
Eoard considared a propesal that the Company communicate to
the market its expectation that it woutd move to a dividend pay-out
ratio of circa 40% of adjusted earnings from full-year 2022 onwards
In making Its decision, the Board considered the stralegic and
macroeconomic context, including the wind-dowr of CCD ond the
expectations of the macrocconaomic cnvironment on impairment.

Long-term consequences

The Board reviewecd the affordability of the dividend pay -out ratio
proposed, ncluding the Group's profitability, liguidity and capital
position it was agreed that the Group had sufficient rescurces

and that the Group's capital plan was supportive of the progressive
dividend pay-out approach, The future direction of the Group

was also considered. The risks of the proposed approach had

becn assessed, in addition to the Company's going concarn

and viability assessments which were reviewed by the Board

at the some mecting.

Links to stakeholders Links to 5.172

IT, cyber and resilience 2 3

Stakeholder implications

The opinions of the Group's brokers, investors and the market

woro sonsiderad, in addition to makat practive fur dividend
paymaents of other mid range banking groups In setting o future
dividend strategy, the Board was required to consider the differing
oxpectations amongst its sharcholdors regarding dividend
payments and agree the appropriate approach forits shareholdears
as awhole

Reputation

fhe Board considered the reputational impaoct of returning to dividend
payments, noting that it demonstrated, including to regutators,

the Boord's confidence in the performancc and future prospects

of the Group

Linkstorisks P1 P2

Links to

Links to s.172 stakeholders

Reviewed the Group’s IT transformation strategy, risks and cyber security strategy

- Oversight of the Group’s IT transformatian strategy and operating modcel, and how this supported the
delivery of the Group's overall strategy The Boord soughtto ensurc appropriate prioritisation, planning.
resourcing and risk management in relation to the delivery of the Group's IT change programrme.

— Quarsight of the Group's 1T oppertunitics, succosses, challenges and nsks. The Board was able 1o
provide challenge to ensure that appropriate mitigating gctions were in place to address arcas

of IT and information security risk.

— Oversight of the cyber socurity nsk posed ta the Group and fingncial services sector and of the Group's
stratagy and activitics to respond to cyber security risk and strengthen the Group’s security The Board
considered the regualatory environment and expectations inrelation to cyber security, the Group's cyboer

sccurity operating model and its cyber insurance arrangements

Reviewed the Group’s operational resilience arrangements and plans

To meet requirements set out inthe 2021 FCA and PRA Operational Resilicnce Regulations, the Board
reviewed and approved an opcrationat resiience self assessment and the resulting action plan to
ensure compliance by the requisite deadline set out in the regulations. Tha Board monitored progross
of the action plan. The Board alse aversaw the Group’'s business continuity monagement arrangermaoents

and enhancements to these during the year.

Governanceandrisk 1 2 2

Links to

Links to .172 stakeholders

Received regular risk updates from the Group Chief Risk Officer

Oversight of the of the Group's principal risks and the position against risk appetite, key risk prioritics
and regulatory mattors, including regulatory engagement octivity. This allowed Board oversight of any
changes mado to our principdd risks and risk appetite determined by the Risk Commiittee Sec page 108

for more mformation on our Risk Committce's role and activities.

Reviewed changes to the Group’s corporate governance framework to reflect the

substantial alignment of the Company and Vanquis Bank Limited Boards
approval of changess to the Group's Governance Manual, Delegated Authontics Manual and Board
appointment process to roflect tha changes to the Vanguis Bank Limited Board, as announcad in

FAUDUIBA0D

January 2022, and to support the creation of o simploer, more officient Group governance structure, whilst
streamlining and enhancing our handiing of corporate governance.

Reviewed our ESG priorities and progress

Oversight of the Group's crivirenmental, social and governance priontics and the pregress madae, including
the important role the Group plays in highlighting the impaoct of such issues, including low carbon imtiotives,
on its customer base Consideration was given to the Group’s approach to environmental targsts and
scope 3 greenhouse gas emissions reporting. The Board provided oversight of the Group’s community
investment strategy. Please see pages 36 to 48 for more information on our ESG strotegy and activities.
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Board leadership and Company Purpose continued
Promocting long-term sustainable success: Board focus areas during 2022 continued

Links to
Peopleandculture 1 2 3 linkstos.172  stakeholders

Reviewed and discussed the outcomes of the full and ‘pulse’ Colleague Surveys
ond action plan developed from results

Board informaed of the themes, Issues and insights provided by Colleague Surveys regarding collcague
engogernant, wellbsing and viows on koy issucs such as inclusion and diversity. The Board provided
oversight of management's action plenning approach to address opportunity areas highlighted
by colleagues through the surveys Sce page 39 for mere information on our collcagues.

Reviewed delivery of the executive directors, hon-financial objectives

Overgight of the delivery of the Group’s non-financial scorecard, working with the Remuncration, Risk

and CCE Committacs. The Board reviewed and agreed performance against the non-linanciol objectives
under its roview. See pages 121,130 and 131 in our Rernuneration Report regording performance against
tha non-financial scorecard during the yeaor,

Reviewed pensions funding strategy
Oversight of the funding strategy for the Group’s pension scheme

Reviewed the Group's property strategy
aApproval of changs to the Group's lease of its offices at 20 Fenchurch Strect, reflecting its adoption
of a hybrid working model and its property strategy.

Reviewed the implementation of changes to deliver the Group's target

operating model

Oversight of changes made to doliver the Group's now target operating model, including the benefits of
the changes and the impact of the changes on colleagues and collcagues were being engaged on the
changes. The Board was alse updated on how our management governance framowork would change
to refloct our new operating modcl.

Reviewed whistleblowing activity and processes

Ovarsight of whistloblowing actwity and analysis of that data. The Boord also received an update on
the processes and controls in placa across the Group in relation to whistleblowing and enhancemonts
to these identified for implementation during the year.

Links to
Customerandregulatory 1 2 3 Linkstos.172  stakeholdets

Reviewed the Group’s Senior Manager Function framewark

Board kept apprised of the framowork in ploce to support complionce with the SMCR, including changes
to enhance the framowork support and training provided to senior managers, contralled function holders
and matarial risk tokers 1o support them to meet ther regulatory responsibilinos.,

Reviewed the overall quality of the vehicle finance portfolio

As part of its oversight of the vehicle finance business and the Croup's strategy. the Board hald a 'deep
dive’ session on the quality and arrears parfarmance of the vahucle finance portiolio against the Group's
strategy to focus on the mid-cost and near-prime sactors

Reviewed the Group’s Consumer Duty implementation plan

Ovarsight of the development of the Group’s Consumer Duty implementotion plan and approval of the
plan. The Risk Committce provided detailed oversight of the development of the Group’s Consumar Duty
implementation plan, see poge 109 for more details,

Looking forward to 2023, focus areas are expected to include:

- newgrowth opportunities across Cards,
Loans and Vehicle Finance;

investment in our technological capabilities; and

potential new lending products.
- maintaining our capital and liguidity strength;
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The Board:
our culture

A great deal has happened since cur Blueprint was introduced
and, with several significant structural challenges 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. To support this, we have
refreshed our Blueprint, so itis relevant today and fit for

the future of our business. We have developed a clear and
compelling strategic narrative to help us communicate and
engage with colleagues across the business. Arefreshed set
of values and behaviours that will help strengthen our culture,
and drive competitive advantage and commercial success
has been developed. During 2022, managemenit focused on
communicating with colleagusas about the refreshed Blueprint
and key messages regarding our Purpose, Mission and culture,
through @ campaign on our Purpose.

Refreshing our business values to underpin

the culture we want to create

As we continue to deliver our strategy which will ensure we can
keep on helping te put peopls 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 acress the Group, and it was agreed we needed
values that created alignment, consistency and cehasion.

To get this right we set out to explore our culture with input
from colleaguss representing all parts of the business, at all
levels. This insight informed the creation of a shared set of
values that, once fully embedded, will form a fundamental
part of ocur brand and:

— guide decision making;
— deliver consistency; and
— bring people and teams closer together.

We gathered insight by blending qualitative and guantitative
approaches. We then defined key themes and created a 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 these
across the business. Over time they will form an integral part
of everything we do both informally and formally. 1hey will
be part of our brand, our objectives and our performance
management process and ultimately be central to our ways
of working with sach other and cur customers.

2

Embedding
our culture

3

Assessing
and menitoring
culture
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Board leadership and Company Purpose continued

The Board: our culture continued

1 Leading by example

As a Group we aim to foster a culture where everyone is
treated with dignity and respect and feels empowered to 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 Beard to oversee management and
challenge perfermance, culture, and strategy. Cur Board
understands that a strong culture, supported by good
governance, enables long-term growth and generates
sustainabie value for our stakeholders. Our Board and
committess continue to align and monitor 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 stakeholders and their s.172 responsibilities to deliver
long -term growth on pages 50 and 51 and about the role and
activities of our CCE Committee on pages 100 to 102,

The changes reparted last year to the Group’s operating
mode have sought ta support greater collaboration ana
censistency across the Group, with the Group’s corporate
support teams (Finance, legal, Enterprise Risk, Audit,
Infarmation Technology and Data Protection) now operating
as centralised functions.

The Board recognises the importance of colleague feedback
to embedding our culture and taking action when needed.
This feedback is collated through various mechanisms such

as the Colleague and Pulse Surveys, the Speck Up Dashboard,
Colleague Forums, policies and whistleblowing tools, the output
of which is reported through various Board committees

Our inclusion and diversity ambition rernains to build and
sustain an inclusive culture and diverse workforce which will
help us to respond to 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 carnied
out g review of the governance frarnework supporting the
inclusion community and have aligned a new sponsor to each
of our Affinity Groups Our Nomination Committes overseas
our performance in relation to diversity and inclusion, and
further details can be found on pages 98 to 98,

2 Embeddingour culture

In June, members of the Board visited our Bradford office

and spent time with our customer-facing colleagues, which
involved some customer call listening In addition, there was a
'speed dating’ session where colleagues were invited to spend
a short time getting to know a Board member on a one to one
basis, There was also an Engagement, Inclusion and Wellbeing
session held, which Graham Lindsay and Margot James ottended
with members of the Group Executive Committee. This was a
panel discussion with over 60 colleagues in ottendance. This
gave our Board the opportunity to introduce themselves and
also for colleagues ta hear their expariences and thoughts

on engagement, inclusion and wellbeing and for colleagues
to give thair feedback to the Board

80

Our Designated Non-Executive Colleague Champion,

Groham Lindsay, has attended Colleague Forum sessions
during the year at our Chatham arid Petersfield sites. Andrea
Blance, cur SID and Chair of the Remunaration Committee,
and Patrick Snowball, Chairman of the Board, have joined
Graham at some of these events. At each event, time has been
dedicated to ensuring there is a two-way conversation and
sharing of views con different colieague matters such as flexiole
working, colleague wellbeing and the cost of living challenges.

following the move to the shared services model, the Colleague
Forums now meet s one group. in addition ta attending quarterly
forum mestings, members of the Board have clso attended

a number of Vanquis Banking Group offices, meeting with
colleagues for informal drop-in sessiens during the course of
this year. The resumption of this activity has been well received,
following the removal of travel restrictions post-Covid-18.

Wwe 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 collective consultation relating to Closure

of the CCD business,

3  Assessing and monitoring our culture

The Group Designated Non-txecutive Colleague Champion,
Graham Lindsay, provides a valuable fink between the Board
and the Company’s workforce through the Colleague Forum
meetings, ensuring that the employee voice is relayed directly
to the boardroom. Graham alse chairs the CCE Committee.
You can read more about Graham's stakeholder engagement
in his Q&A on page 86,

The Board moeniters the alignment of the Group's culture

with our Purpose, values and strategy, through o variety of
mechanisms, cultural indicaters and reporting lines including
those summarised below:

- feedback via the Colleague Forums;
- feedback on our ‘Pulse’ and annual surveys;

- monitoring the KPIs of the Blueprint Dashboard including
turnover and absenteeism rates;

- the Speak Up Dashboard, including whistleblowing cases
and coltacgue grievances;

- premptness 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 Coileague Survey

in November 2022. You can read mare about our colleague
engagement initictives on pages 82 to 83 and find the results
of our surveys on page 38 Actions are identified based on the
lowest scored guestions and tracked by the Roard in order

to improve engagement and make the Group a healthier
place to work,

Over the past year the Speak Up scores hove improved,
notably in relation to the colleague voice and a culture where
openness is encouraged. Our Colleague Survey results are
reported to the Board, action plans are developed and focus
sessions held. 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 colleagues agreed
that *People help and support each other here” and 82%
(2021. 81%) of colleagues agreed "l can be mysell at work”,
both encouraging outcomes which point 1o the kind of
supportive and inclusive culture we want to create.
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1ne Board and its committees provide appropriate scrutiny
and challenge of management and receive assurance over
the Group's approaches to managing risk and business
integrity matters. The Board confirms that, through the
activities of the Risk Committes, o rebust assessment of the
principal and emerging risks facing the Group including those
which have a potential impact on the strategy can be found
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 respanse
to questions such as:

1. Our Purpose

lunderstand our Purpose and what we are trying
to achieve

8 4% (2021 83%)

2. Your manager
My manager treats me fairly with respect

9 0 % (2021 89%)

3. Engagement
| care about the future of the Group and my division

8 3 0/0 (2021: 84%)

4. Working together
People help and support each other out here

8] % (2021 84%)

5. Be yourself
I can be myself at work

82% (2021 81%)

People metrics and KPis

Colleague forum meetings in 2022

4 (2021 4)

o
7 9 /0 of colleagues took part

in the November 2022 survey (2021 71%)

4  Aligning culture and incentives

We invest in our colleagues through recognition, reward,
developmaent, wellkbeing, the working environment and cuiture.
Colleagues are recognised through our new 'Better Fveryday’
recognition platform and cur 'Perks at Work” scheme, which
ulfers colicaguos in-slore and enline rewards and discounts,
online training courses and mental wellbeing courses.

The Remunergtion Commiittee reviews workforce remuneration
policies and practices and assesses their alignment with the
culture and strategy of the Carmpany. Gender pay gap disclosures
are also considered annually to ensure practices are consistent
with the Cempany's values. Further work of the Remuneration
Committee can be found on pages 118 to 151. Andrea Blance
and Graham lindsay engaged with colleagues on the alignment
of executive directer and wider colieague reward structures.
Ensuring that ws centinue to support our culture with regard to
overall compensation is an important part of our non-financial
scorecard which impacts all Colleagues’ compensation. In 2023,
the culture metric is linked to aur People und 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 intreduction of a mandatory, individual risk managernent
objective for all colleagues across the Group. This will further
demonstrate the importance of risk management and support
the embedding of a risk-centric culture.

Colleague wellbeing

We recognise that colleague wellbeing is central to
the creation and embedding of our desired culture.

All colleagues are given access 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
lite, 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
access materials that manage stress, anxiety and
related conditions. For more information please

see our ESG Report on poge 39.

Colleague engagement scores
which are aligned to the Group’s
Purpose and culture

6 8% (2021- 69%)

Number of cotleague volunteering hours

] ,O] 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 cf 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 Purpose and achieving our Mission of being the
first-choice bank for people who are excluded from accessing financial services from traditional lenders.

We have invested significant time during the year to understand and proactively engage with our stakeholders, in line with cur
stakeholder engagement strategy (see pages 85 and 102), os we recognise that satisfying our key stakehelders is critical to the
Group’s long-term sustainobile success. The Board's commitment to its 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 mare about our Purpose,

Mission and strategy in the Strategic Report.

Custormers

Qur customers are the reason why we exist and we continue
to evalve our product offering 1o meet the financial neesds
of UK adults who are not well served by mainstream lenders.
Please see pages 26 to 35 for maore information.

what are their interests and our areas of focus?
~ Access to offordoble finonciol products that meet their
needs as well as high-quality service.

Board and Company engagement

~ Risk Committee and CCE Committee aversight over
management’s plans to ensure good customer outcomes
in accordance with the FCA’s Consumer Duty regulations.

-~ CCE Committee monitored 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 customers.

-~ Customer Panels and MNet Promoter Score used to gain
insights and cenduct research in areas such as the cost of
living crisis, digital banking and new forbearance options,

- Customer Satisfaction Surveys used to receive feedback
from custemers.

Outcomes and impact on decision making

- Through engaging with customers on the cost of living
chatlenges, we partnered with IncomeMax to launch o
new Messenger online platform to offer customers diglital
access to cne-to-one expert advice to help manage
their income.

- Sub-committee of the Board approved an implemeniation
plan to demonstrate compliance with the FCA's Consumer
Duty regulations and deliver good consumer cutcomes
(see page 78).

- Forbearance options enhanced tc support customers
through the cost of living crisis (see page 61),

— A minimum threshold for cutstanding loan balances was
introduced arising from the CCE Committee’s feedback
on o customer call

Linkstostrategy 2 3 Linkstos172

See key on page bl for links to strateqy, 5172 and risks

Colleagues

Our colleagues dare the backbone of our Group and are critical
to serving our custormers and delivering our customer-centric
Purpose. Piease see pages 22 and 39 for more inforrmation.

What are their interests and our areas of focys?
- Culture, pay and benefits, and career development.

Board and Company engagement

- Board attendance at Colleague Forums including the
Designated Non-Executive Colleague Champion and
Chairman (see page 80).

- Designated Non-Executive Colleague Champion who
attended reguiar Colleague Forums and reported back
to the Board at each meeting.

- ’'Speed dating’ and panel sessions held between the Board
and colieagues at the Bradford office on topics such as
welliness, engagament and inclusion

- Non-sxecutive dirsctors visited the vehicle finance
office and heod office where they spent time with
our customer-facing colieagues ana listened to
customer calls.

- CEOVLCGS and e-communications issued regularly
to colleagues on important Group news and updates.

- Colleague Forums met regularly to discuss key topics
and fed back to senior management and the Board
{(see page 40).

- Informal drop-in session between collecgues in the head
office and the Executive Committee.

- ’'Be Open' Colleague Surveys issued halfway through
the year and ot year end to gather valuable insights
(see page 81).

- Affinity Groups were utilised to gamer colleagues’input
{see pages 37 and 38).

Cutcomes and impact on decision making

- Inresponse to feedback ot Colleague Forums, we
changed cur approach to hybrid working 1o provide more
flexibility to colleagues.

- Caollective consultation on the Group's restructure via the
Colfeague Forums informed the governance and target
aperating modet changes that tock place dunng 2022

- Colleague survey results fed back to the Board, action
plans developed and focus sessions held (see page 100)

—~ Actions arising from Colleague Forums were formally tracked
and monitored by the People function to ensure that feedback
was actioned

Linkstostrategy 1 2 Linkstos.172
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Listen

Investing and rewarding our workforce

Learn

Respond

During the year, the ‘Blueptint behaviours’ performance management framework was used 1o assess colleagues’
peirformance and determine bonus allocatiens in line with the Group's Values and behaviodrs. 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 likelihood ot delivering good
customer outcormes. You can read more about the ways in which we invest in and reward our workforce on page 115.

Environment

Continuing to meet the recommendations of the Task Force
on Climate-related Financial Disclosures (TCFD) and manage
climate-related risk is an ESG priority for us Please see page 40
for more information,

What are their interests and our areas of focus?
- Sustoinable business, carbon reporting and contributing
to tackling climate change.

Board and Company engagement

Board oversight over management’s sustainability

strategy, science-based targets set and progress made

on the Group's net-zero strategy (see poges 102 and 41).

- Beard approved the TCFD content included in the Group’s
Annual Report and Accounts

- Climate risk was regularly reperted to the Board via the
Chief Risk Officer Report,

- Risk Committee oversight aver climate risk and approval

of climate risk metrics.

Boord oversight via management reports on the

Group's accounting and reporting of its scope 1,2 and 3

greenhouse gas emissions.

- Colleagues were kept informed and involved on
climate-related matters through the intranet, e-learning
and working groups.

Outcomes and impact on decision making

~ TCFDdisclosure published in the Group's Annual Report

and Accounts s well as in investor materials and

regulatory decumentation.

Board opproved a partnership that would allow non-prime

custormers to access the electric vehicles market

Progress made against environmental targets was

included within the non-financial scorecard used by

the Remuneration Committee to assist in determining

the annual bonus pool for executive rermuneration

(see pages 78 and 130).

- Scope land 2, and 8 out of 15 material scope 3
greenhouse gas emissions (including those associated
with products and services procured and downstream
lecsed assets} accounted for and reported in accordance
with the UK Government’s Streamlined 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 Llinkstos.172

Regulators and Government

We care about doing right by our stakeholders; therefore
maintaining good relaticns with our regulators and operating
within a conduct-focused culture are vital to us. Please see
page 63 for more information.

What are their interests and our areas of focus?
- Conduct, compliance and fair treatment of stakeholders.

Board and Company engagement

- Regular calls/meetings between the Group Chief Finance
Officer, CEO and our regulators on the Group's Mission
and strategy.

- Keyregulotory 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
coordinated and censistent engagement with our
regulators on areas such as the 2022 {CAAP, the cost of
living crisis, the large exposure waiver application, the
credit risk process and our IT infrastructurefstrategy.

- Risk Committee scrutinised and recommended to the
Board the 2022 ICAAP (see page 108).

- Membership of the UK Finance and Leasing Association.

- Sponsored the Natienal Numeracy Day which involved
engagement 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
operational disruptions in accordance with regulations
and guidance issued by our regulators.

- Board approved the 2022 ICAAP following
recommendation from the Risk Committee (see page 78).

Links to strategy 1 2 Linksto s.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 stakeholdars Pisase
see page 20 for more information.

What are their interests and our areas of focus?
— Sustainable business, iow carbon emissions, and
commitment to tackling climate change

Board and Company engagement

— Board 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
guestionnaire issued by the Group to over 380 supply
account managers (see page 102).

- Consistent engagement through the Group-widse Supplier
Relationship Monogement Framework.

— Robust due diligence of suppliers inline with PRA guidance
to protect our customers and support operational resilience
{see page 53).

Outcomes and impact on decision making

- Cur standard payment terms were 30 days which
is in keeping with the Prompt Payment Code,

- Published our 2022 Modern Slavery Staterment.

- Increased director-level engagerment with our most
critical suppliers.

Linkstostrategy 2 Linkstos172

Investors

Qur investars are the providers of capital that enables us
to grow, deliver aur 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 London Stock
Exchange on the Group's perfermance and strategy

- Feedbock from our brokers was distributed to the Board
and senior management after updates were made
to the market.

—  QurCEO and Group Chief Finance Officer held regular
meetings with investors which was reported to the Board
via the CEO report.

= The AGM enabled all investors to directly guestion the
Board and to cast their votes for proposed regclutions,

- Management atiended broker conferences and presented
to investors on topics such as our £5G strategy.

Cutcomes and impact on decision making

= Investors’views informed the Board's decision making
regarding the dividend pay-cut ratio (see page 7/
for more information}.

- The Group’s financial results for the 2022 financiol year
were in line with market expectations

- Wereceived votes representing approximately 80% of our
issued share capital ot our 2022 AGHM.

Links tostrategy 2 Linkstos.172

84

Communities

We're committed to making a positive difference to
the cormmunities we serve in order Lo improve the lives
of our customer base. Please ses pages 16 and 37

for more information.

What are their interests and our areas of focus?

— Removing key barriers to financial inclusion, raising
financiol owareness and improving educotion in
the communities of our customer base.

Board and Company engagement

- Booard received updates oninvestments made in
community initiatives that aligried with the Group's
Purposs (see page 101}

- Board received bi-annual updates on progress made
against our ESG strategy which included cversight over
community engagement (see page 77).

- Direct engagement with longstanding community partner,
National Numerocy, on the numeracy skills agenda
through the CEQ's membership of its Leadership Council
(see page 20).

- Our Grants Panels gave colleagues & say in what charities
we donated to.

- Management continued to engage with the Group’s
commiunity partners during the year, ingluding
Bradtord-based partners to support the city's bid
to be UK City of Cuiture in 2025,

Outcomes and impact on decision making

—~ Board approved the launch 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
pecple (see page 101).

- E£ldminvested to support community programmss,
money advice programmes and social research

- We became the first official delivery partner for Bradford
being awarded the UK City of Culture 2025, Thisis a
four-year partnership which will have a long-lasting
positive impact.

Linkstostrategy 1 3 Linkstos.172

vanguis Banking Group ple Annual Repaert and Financial Statements 2022




Principal decision: A funding structure to deliver cur 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 Novemnber, will allow the Group to leverage its
existing access to retail depasit 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 appliculion was an imecrant pon L of ow staled
strategy of becoming o 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 our

Governance and decision making process

Ine Board received regular updates via the CECQ report
on the status of the CUG application before it was
approved. As parl of the Board's ovarsight, it approved
a series of intra-greup funding arrangements in

May, subject to the PRA's approval, and established

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 put in place a capital support agreement
between Moneybarn and Vanquis Bank in response to the

regulator’s feedback

Links to stakeholders

Listen

Colleague Forums discussed

and shared their feedback on the
alignment of job leveliing across
the Group as part of a new Group
Reward Framewaork.

Listen

Executive Committee held
o drop-in session with
Bradford collsagues.

Listen

CCE Committee reviewed
the 2021 stakeholder
engagement strategy.

a sub-committee of the Board to finalise the terms
of the arrangements once the CUG application had

Links tostrategy 2  Linkstorisks P4

Learn

Colisagues requested further
clarity on the Group Reward
framework and increased

transparency on pay and beneafits.

Learn

Executive Committee learnt

that colleagues had issues with
parking and using the onsite gym.

Learn

CCE Committee reviewed
progress made against
the 2022 stakeholder
engagement objectives.

been approved. In making this decision, the Board
received assurance frominternal and external legal
counsel, as well as relevant stakehclders within

the Group (such as Finance, Tax, Treasury and Risk)
on the implications of the decision.

P5 P11 PI2 Linkstos.172

Respond

Rernuneration Committee Chair
presented to the Colleague Forum
on the alignment of workforce
pay with executive director

pay. The benefits framewaork

by level was published on the
colleague intranet,

Respond

Action was taken to refresh the car
parking boaoking process and reopean
the gym for colleagues to use.

Respond

2023 stakeholder engagement
objectives were agreed by CCE
Cornmittee and management.
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Stakeholders continued

Stakeholder engagement and decision making continued

What is your role as Designated Non-Executive
Colleague Champion?

| am really pleased to be the Designated Non-Executive
Colleague Champion responsible for engaging with our
colleagues 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
Colleague 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?

I was deemed suitable by the Board for this role because of my
significant stakeholder engagement experience gained from
my own executive career leading large teams of people and
my varied external appointments, as we'll as my interperscnal
skills. As an independent non-executive director, | provide an
open channel of communication and conduit between the
Board and colieagues. Furthermaore, t am Chairman of the CCE
Committee 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 more about the CCE Committee’s

work an page 100.

How does your role add value to the Beard and its relations
with colleagues?

I 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 feeaback we have received from colleaguegs which
is pleasing to hear.

what dees the Board expect from you and how does
the Board monitor the effectiveness of the role?

The Board relies on me to update them on the activities and
outcomes of colieague engagemaent, as part of my roles as
Designated Non-Executive Coileague Champion and Chair
of the CCE Committes. This enables the Board to review

my effectiveness in these ro'es and my interactions with
colleagues. it is also part of my role to update colleagues on
the lgtest Board developments and decisions, in so far as they
relate to issues that impaoct on our colleagues’ interests. This
is facilitated through our People team. I ligise with the Chief
People Officer and Pecpie senior management to ceordinate
engagement activities and strive to ensure that Ireach o
broad representation of colieagues.
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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
to the Board?

| have a regular agenda item on Board agendas to update
the Board on the CCE Committee's aversight over colleague
engagement and my regular engagements with the wider
workfaorce. | ensure that our Chief People Cfficer has a regular
standing agenda item to update the CCE Committee on key
issues that have animpact on colleagues. In addition, the
CCE Committee receives updates on ali‘Pulse’ survey results
and devotes time discussing and reviewing the full Colleague
Survey results as they become available.

What actions has the Board taken this year in response
to colleague feedback?

linvited the Chair of the Remuneration Commitiee 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 around pay and
benefits and how it links to all levels of the Company. This will take
place every year to engage with colleagues on the alignment of
executive remuneration with wider collengue remunerdation.

To ensure consistent messaging and discussions across

the Colleague Forums, following the Group's reorganisation
the previous divisional forums were combined into o single
Group-~wide forum with representation from each product fine.

what have been your highlights this year in your role
as Designated Non-Executive Colleague Champion?

| really enjoyed meeting colleagues with other Beard colleagues
in cur Bradford office where we had o ‘spaed dating’ session which
was a great way to interact with colleagues from different
functions and answer questions in a very informal setting. You
can read more about this on page 80. | 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, engaged and supportive workforce
and | plan to continue my regular site visits, encouraging other
Board celleagues to join me and ensure our colleague views,
concerns and ideas remain « 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 sell-side analysts.

1 The Annual Report

The Annual Report provides a comprehensive overview of the
Company's Purpase, strategy and progress against objectives.
It facilitates an assessment, by investors, of how the Board is
taking action to promots the success of the Company and
gids evaluation of the Company’s governance processes. The
Annual Report is complemented by regular market updates,
including quarterly trading updates. Fesdback from our joint
brokers, Barciays and Numis, is distributed to the Board and
senior management after alt 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 propased
resolutions, including the reappointment of Board members.

3 The Group website

The Group website provides comprehensive information
about the Company, its divisions, rnanagement team and
Board members. Our dedicated ‘Shareholder Hub' provides
up to date information 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 anglysts to meet with senior management on a regular
basis, During the course of 2022, management held over
100 meetings with sell-side analysts and shareholders.

Engagement in action

% Overseas roadshow programmes

During 2022, senior managerment resumed its schedule of
meeting face to face with shareholders, including readshows
in London, New York and Edinburgh. The Board received
regular updates on investor feedback and the themes
therein from the CEQ.

6 Broker conferences

senior management regularly 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 wilh 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

Our IR team is committed to engaging and responding
to allinvestor queries on a timely basis.

The Group 1s committed to facilitating an open dialogue with investors across @ wide range of issues and ensuring that
shorehelders can raise strategic and governance-related rmatiers with an appropriate member of the Board. During 2022,

the Chairman met with several large sharshoelders, including Davidson Kempner, Coltrane and Aberforth Partners, to ensure
that feedback fram investors is received effectively and discussed at Board level. Managerment mat with shareholders
representing over 75% of the issued share capital during 2022, At the Group Strategy Conference in 2022 (page 74), the Group
Executive and the Board considered investor perceptions of the Group, with consideration given to the Group's financial position

and capital base.
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Division of responsibilities

Leadership and

oversight structure

Qur governance framework facilitates
elffective decision rmaking and is
formally documented in the Group's
Delegated Authosities Manuaj,

Board Governance Manual, Board

and committee terms of refarence,
and matters reserved for the Board.
This frarmewark is reviewed annually

by Company Secretariat and the
respective Board/committees to ensure
it rermmains effective and fit for purpose,
The governance framework and
structure of the Group's governance
arrangements have been established
to comply with the spirit and provisions
of the Code.

The operating, planning and reporting
processes for the Board were tefreshed
following the substantial alignment

of the memberships of the Vanquis
Bank and Company boards. Combined
meelings, agenda planners and
reporting processes were devised by
the Chairman and Company Secretariat
to ensure that appropriate, timely and
accurgte information continued to flow
1o the Board.

Beoard
committees

Governance at
Vanquis Banking
Group

Executive

B .
oard Committee

Board committees

The Board is supported by its
comrnittees in discharging its duties,
At each Board meeting, the Chairs
of the commitless update the Board
on their activities

Audit Committee

Monitors the integrity of the financial
statements, oversees the internal controfs, and
monitors the independeance and effactiveness
of internal audit and the external auditor.

Read more on pages 103 to 107

Remuneration Committee
Determines the Remuneraticn Policy, ensuring
that pay and benefits align with the Group's
Purpose and sirategy.

Redad micre on pages 19 t0 122

Nomination Committee

Determines the Board's cormposition/structurs,
oversees diversity and ensures that effective
succession plans are in place for the Bourd
and senior management

Read more on pagss 95 to 99

Customer, Culture

and Ethics Committee

Oversees stakeholder engagement and
embedding of culture, and monitors the Group's
environmental and corporate responsibility

Read more on pages 100 to 102

Disclosure Committee
Ensures compliance with the Market Abuse
Regulation and Disclosure Guidance and

Transparency Rules

Risk Committee

Reviews and monitors the Group's principal
and emergqing risks and the effectiveness
of the Group's nsk management systems.

Read more on pages 108 to 11

Board

Responsible for overseeing the Group's
strategic direction for sustainabls
growth and delivering value to
stakeholders. it is accountabie

tor the Group's activities and is
committed to delivering the highsast
standard of corporate governance.

The Board discharges some of its
responsibilities directly and othersg
through delegation to its committees.
The Board and committees’ terms

of reference, and matters reserved

for the Board, are published on
wwwvangquisbankinggroup.com.
Execution of the strategy and day-to- day
mandagement of the Group is delegatad
1o the Executive Commitlee and various
management committees with the
Board averseeing, guiding and holding
management to gocount.

Executive Committee

Responsible for executing strategy,
rmonitoring pertarmance, promoting
the Group's culture and embedding the
Blugprint to drive the desired behaviours
within the Group (see page 22 tor
information on our Blueprint). The CEOQ
charrs the Committes; other members
inciude the Group Chiet Finance Officer,
Chief People Officer, Chief Operations
Officer, Chief Risk Officer, General
Counsel and Company Secretary,

and the managing directors of each
product fine. During 2022 the Cormmittee
streamlined its governance structure
{see the timsline below), reviewed the
talent pipseline, and approved various
chonge dand transformation spend
withinits delegated authorty.

Revised operating model: establishing a structure designed to deliver our strategy

Following the substantive alignment of the Group and Vanguls Bank Limited bodrds in January 2022, the Executive Commitlee created
d unified leadership structure ond revised the management governance stiucture to faciitate the execution of our strategy. The Group
made significant progress during the year to embed its revised operoting mede! as outhned in the pelow timetable

k] & Saptambs
Meory Intra- June. T;ep:tvrrb:\i-: \)vprTehrﬁm“r Novarmpsi:
Februory: Aot Progative group funding The corporats August FE[:WF}T&&‘H - Thé\é' o
Management P O arrangsrnents Govarrance sharsd - g L oTouDE
- - & _ N craated a dpolication to
govarnance v framewark Lnified senior the PRA TOr 0
Strusiure o SIS approved by wos refreshed ’ - © PR s
OOk prace A js} [arge exposure
L the Boord o and approved / T -
o adriig the tzarm and WOYET WO
wes - Support the Ly t1g Board : .
R = YEAr G X . raviewned il approved
ctreamiires Sl Group's largs 10 5UPROS . ; i
- it suDpor: the . 2Nt pip n whzhwos on
with detined o exposura sffactive f
Groun's wai . o to identify important part
Wllver dacizion across all our "
applicaton applicatcn maon roguct liass oy gaps and Q" oJr sirategy
 Gpptouen S pro e deelaprment opar (ses pags 22)

(222 page 88)
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Division of responsibilities

There is clear division betweaan executive and non-executive responsibilities Lo ensure accountability and aversight.

we define the separate roles and responsibilities of our Chairman, CEO and $I0 in writing and they are available on our website
www.yanauisbankinggroup.com

Chairman, Patrick Snowball

- Leads the Board to deliver strategic cbjectives
and increase shareholder value.

- Promotes effective decision making, critical
discussion and constructive challenge.

- Safeguards corporate governance.
- Engages with stakeholders to inform Board decision.

Senior Independent Director,
Andrea Blance

- Acts s sounding board for the Chairman.
- Intermediary for other NEDs to express their views.
- Leads the performance review of the Chairman.

- Avdilable to shareholders cutside 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 legai and governance support
to the Board and executive management.
- Ensures that Board-level information
is fit for purpose.
- Facilitates effective discussion belween
management and the Board.
— Communicates with shareholders
on governance matters.

CEO, Malcolm Le May

— Recommends 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
are in place.

Chief Finance Officer, Neeraj Kapur

- Leads the Group Finance function.
- Manages capital management and effective
financial reporting, processes and contrels.
- liaises 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 colleague
engagement events.

~ Articulotes 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 CEO and CFO,
form the Executive Committee.
- Qversees 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 continuead
leadership and oversight structure continued

Independence of the non-executive directors (NEDs)
The Board and Namination Committee review the
independence cf NEDs on appointment and thereafter
annually. The NEDs bring value to the Board through their
unique skills, knowledge and experignce, which help to

shope the Group's strategy and the Board's decision making.
They also serve a vitai role in preventing any individual from
dominating decision making and discussions. The Chairman
held o number of meetings privately with the NEDs without
executive management present, to encourage independent
oversight, open dialogue and constructive challenge. The
Board considers, on recommendation from its Nomination
Committas, that all its NEDs are independent (except for the
Chairmean who was independent on appointment), taking

into account the factors in the Code and any other relevant
circumstances which may impair independence, and the
independent NEDs provide constructive challenge to executive
management. Please see the Nomination Committge Report
con page 8b for more details.

Al 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 N2

The independent NEDs alsc mest annually, led by the

Senior independent Director, to appraise the Chairman's
performance and effectiveness. The Senior Independent
Director discusses the results and agrees any actions with
the Chairman prior to the results being fed back to the Board.

Neither the Chairman nor any of the independent NEDs have
exceeded the maximurm nine-year recornmended term

of service set out in the Code. The table below details the
directors’ tenure as at 31 March 2023,

Board changes and composition

The skills and experience of the directors are set out in their
biographies on page 71 and also in our Board Skills Matrix on
page 9). The Board's composition was independently reviewed
as port of our external Board effectiveness evaluation

(see page 93 for more details). Proactive succession planning
was undertaken during the year in relation to non-executive
director roles in order o stagger non-executive director
succession in the future, thus retaining the balonce of skil's,
experience and diversity required for an effective Board.

Board tenure as at 31 March 2023

204 2015 2015 2017 2018

Patrick Smowball

Malcolm Le May

Neerai Kapur

Andreq Blance

Elizabeth Chumbers

Paul Hewitt

Angela Knight

Graham Lindsay

Margot James

mMichele Greene

The Nomination Committee and Board considered potential
external candidates with the skills, experience and diversity
thot were considered to be key for the Board ta deliver 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 pianning activity on pages 96 and 98.

The Board comprises the Non-Executive Chairman,

Senicr independent Director, six independent NEDs and twe
executive directors. The Board appointed Michele Greene

as an additional independent non-executive director on

g March 2023 as part of the Board's succession planning.

The Board also welcomed Mélanie Bornett as General Counsel
and Company Secretary during 2022, The Board's individual
kicgraphies are detailed on page /i

The Nomination Committee oversees the Board's compositian,
succession and diversity Please see the Nomination
Committee Report on page 85 for more detalls,

During the year the Board reviewed the extarnal appointments
of each director and confirmed, following recommendation
from its Normination Committee, that the directors continued
to have sufficient time to undertake their roles. The Board also
approved the external board appointrent of Andrea Blance
to Aviva ple, agreeing that there was no conflict of interest and
Andrea would continue 1o have sufficient tima to carry out her
role on the Beard.

independence of the Board
(excluding the Chairman)}

78%
of our Board (exciuding the

Chairman) are independent
non-executive directors

Independent 7
Exccutive 2
2019 2020 2021 2022 2023 Total tenure

4 years, B months
2 months

5 years, 2 months
2 moniths
3 years, 9 months

3years

6 years. | month

4 yaars, 8 months

4 years, 8 months

4 years, 8 months

4 years

2 years, 8 months

Less than 1 month

Malcolm e May kay:  Chief Exacutive Dfficar Intanm xecuire Chormon

Patrick Snowball key:  Chairman Intanr Cha® ExooLtive Officer
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Mor-Exocutive Director
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Composition, succession and evaluation

Board composition

Board gender

diversity
Male 5
Female 5

Ethnically diverse 1

white

Board ethnic
diversity

Board
tenure

0-2years
9 2-byears
-9 yaars

Member attendance at Board and committee meetings in 2022

The table below sets out the Board and committee attendance during the year. Attendance is shown as the number of meetings

Executive Committee
and direct reports

68%
32%

rcle
Female

attended out of the total number of meetings possible for each individual director. During 2022, attendance was very strong
both at scheduled and additional meetings. The Board continues 1o be satisfied that each director is able to allocate sufficient

time to the Compony. This is reflected in the very high levels of mesting attendance. The absence shown bielow 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 Nornination Remuneration Risk and Ethics
member  Board Ad hec Committee Ad hoc Committee Adhec  Committee Ad hoc Committee  Ad hoc Committee Ad hoc

Total

number of

meetings 9 2 6 1 B 1 5 1 5 2 3 -

Patrick

Snowball 8/9 2f2 - - 5/5 11 - - - - -

Malcolm

L May ofg 2f2 - — - - — — — - -

MNogcra]

Kapar af9 2f2 - - - — — - — — -

Andraa

Blance afg 2f2 &/8 i 55 Wi 5/5 1l — — —

Gruham

Lindsay 9/g 92 - - 5/5 1fi /5 W - - 3/3 -

PoulHowitt  g1q 2/2 6/6 W 5/5 " - - 5/6 2/2 - -

Elizabeth

Chambars alg 2 - - 5/5 111 — — 5/5 212 3/3 —

angela N o

Knight 9/9 2/2 B/6 11 5/5 i - - /5 2/2 - —

Margot

Jomes 94 2f2 - - 5/5 il 5/5 1h - - 3/3 -

Michale -

Greenc - - - - - - - - - - - -
Skills matrix Caore capability @ Supplemental capability
This matrix represents the number of directors with core or supplemental 1 2 1
capability in areas that are relevant to the Group’s business model and strategy. 2 0
A core capability is one of the strongest areas of o director's skill and expertise, 3 8 2
where they bring signiticant value to Board discussions. A supplemental capability 4 s 1
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 s 5 4
combined strength of our Board in areas central to delivering the Group's strategy. 6 8 1

7 8 1
Category 8 8
1. Lleadership: culture and ethics 12. HR, talent and 9 10
2. Strategy employee engagement 10 5 4
3. Audit and financial reporting 13. 1T and digital initiatives n 7 2
4. Customers 14. Capital management and treasury B g
5. Product development 15. Risk management
6. Banking 18. M&A transactions 13 & 3
7. UK Banking regulation 17. Regulatory landscape 14 6 2
8. Shareholder engagement and engagement 15 9 1
9. Change management 18. Cyber crime 6 7 3
10. Leans 19. Environmentalimpact
. . 1/ 10
N. Subto near-prime lending
18 4 3
18 3
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Composition, succession and evaluation continued

Director induction and training

Director induction process

As the compaosition of the Board remained unchanged in
2022, no director induction training took place during the
year. Ongoeing training wos, however, delivered to directors,
which included training reflecting the appointment of the
majority of the Board to the Board of Vanquis Bank under
the restructure of the cperating model.

In September 2022, Melanie Barnett was appaointed as our
new General Counsel and Company Secretary. As part of her
induction, Melanie was provided with an induction schedula,
which included key reading material and o webinar on directors’
duties. Melanie was also appointed 0s a director of one of the
Group’'s operating subsidiaries, regarding which she received
a business~specific induction.

Any incerning director is provided with o comprehensive

and tailored induction plan to suit the requirements of their
role. Ourinduction programme is designed to give directors
an in-depth understanding of the business, Purpose, culture
and Values The programme includes meetings with members
of the Group Executive Commiittee 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 aceess 1o our 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 Beard and
Committes meeating popers and minutes.

Director training schedule 2023
Exarmples of the training expected to form part of the 2023
training programme include:

~ financial and cyber ¢rime;
- consumer duty, ond

- the Group's refresh of its values.

ongoing director training

It is important that cur directors are made aware of any
upcoming developmaeants and receive training tailored
to their roles at the Company, given the ever-changing
economic and regulatory environment,

Directors undertake training both as a whole Board and based
on individual requirements to assist them in carrying out their
duties and responsibllities. At legst annually, the Chairman
discusses with each director his or her contribution o the work
of the Board and personal development needs.

During 2022, the directors were provided with deep dives,
teach-ing, briefings and presentations on o range of key
subjects, including the following:

- the Takeover Code;

- Vanguis Bank Limited business review;

- SMF duties deep dive and general banking regulation;
- unconscious bias training,

- financial crime/cybercrime; and

- vehicle finance strategy deep dive, including ¢ brief on the
customer experience and asset management The Board
also listened to exarmples of customer calls.

Members of the Board also visited our Chatham, Petersfisld
and Bradford offices.

The arrangements for director training are oversean by

the Company Secretary and can be internally or externolly
facilitated, with sessions typically eriginating from technical
Board discussions or an identified training opportunity.
Directors are also given access to an external enline academy
tool which provides awide array of briefings, education and
bespoke training.

in September, the directors had the opportunity to visit the
Moneybarn office in Petersfield and received o deep dive

into the vehicle finance business The directors received
anin-depth insight in to Moneybarn's operations, customer
journeys, areos of strategic opportunity ond 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.

66

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 cperations across
Moneybarn as | met face to face with
colleagues and management from across
the different teams.

Andrea Blance
Senior Independent Director

9 2 vanquis Banking Greup plc Annual Report and financial Statements 2022



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 directers. 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 a number
of different external Board evaluation service providers were considered. Besides the provision of Board and
Board committes reviews, lhieie wus 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 Charrman, Senjor
Independent Director and other Board mernbers

The Chairman and General Counsel and Company

Secretary met with the preferred external provider to

discuss their proposed approgch to the evaluation.
2020 A decision was made to proceed with Independent

2022 Internal evaluation Audit bosed on its experience and expertise, including
External evaluation facilitated by in relation to the financial services sector.
inclfgg:rtngfndt Sidit Ger?e?g:g:)i?wsgczj:md Scoping meeting was held between the Chairman

and Genergl Counsel ond Company Secretary with
independent Audit to provide ingights and agree the
approach required to ensure the evaluation was effective
and tailered to the Group.

Company Secretary

Indepeandent Audit conductaed interviews with the Board
2021 members and key members of the management team
Internal evaluation Board and committee observations tock place.
facilitated by Chairman
and General Counsel and
Cormpuny Secretary

The draft report on Board and committee effectiveness
was reviewed by the Chairman and then the final
report shared with the wider Board, including the
Committee Chairs.

The Beard discussed the evaluation results 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 reiayed to the
Chairman by the Senior Independent Director. Individual
perforrmance discussions for directors were held with

the Chairman,

Approach to and methodology of 2022 external evaluation
In undertaking the evaluation, Independent Audit carried out:

- areview of Board and Beard committee papers;

- interviews with all Board members, the General Counsel and Company Secretary and key mambers of the senior
leadership team;

- observations of Board and committee meetings; and

- the preparation of o report which was shared with the Chairman before being presented to the Board at its December 2022
meeting. 1he report was quality assured by an independent individual from Independent Audit.

To provide o comprehensive assessment, Independent Audit undertook its review against all aspects of their own board
effectiveness model. This model covers both 'what’ o board does and ’how’ it does it, to give a full assessment of performance.
This included the value and role of the Board; Board compasition and dynamics; Purpose and strategy; the management teamy
information and Board suppart; Board committees; risk management and internal controls; people and culture; and stakeholders.
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Composition, succession and evaluation continued

Assessing Board performance — annudl Board evaluation continued

Update on focus areas identified from the 2021 evaluation

Focus area

Continug to focus on how 1o enhance the Board's
oversight of risk.

increqase the leval of engagement botween
the Board and serior management and between
the Board ond the wider worktorcs

Continue to facus on how the Board ovarsees and
engages with the Group's customers

Drive continued focus on the Croup's digital and
data strateqy and the enhancoment of the Board's
understanding and discussion of digital market
trends and oppmrtumt\es

' \mp\emom a robust Boad o ning rchm for 2022

Progress update

The Group CRO has worked with the Risk Committee Chair to ensure the Risk Committas continuas to be
effective, onsuring the appropriate number of meetings. that the right amount of ime 1s spent onthe
items ond the Committec receives the right dota A review of risk appetite metrics was undertaken, with
enhancemeants mode. Reflecting the volatility in the macrocconomic environment the Risk Committoe
has recoived more fraquant and detailed credit nsk reports Dedicatad Risk Committea meatings wore
held 10 consider the ICAAP and Core UK Group waiver The Board receivos a risk report from the Group CRO
at sach mecting and the Group CRO has attendad a number of Board mestings to support discussions
an risk matters. A verbol repart from the Risk Cormmittee Chair regarding the Risk Committen's key discussions
and dﬁcwsuons Msk Comm\ttee meetngs papcrs and minutes are made aval\ub\e to all Board membors

The Board has held a number of colleagus engagy pr‘ncm SO55I0MS QCrOss the Group s differen smﬁs
The non-executive directors have alse engagoed with the widar workforce in the vehicla Finance dwisian
and Cards division tnrough attending Colleague Forum ovents. Executive Committee members attended
Boord and Committee meetings 1o present on items as approprate in the yeor ond attended Board
dinngrs 1o enabie further opportunity for engagement You can read about our workforce engagerment
machausm Ohdtho Board engagsment wwm rolleagues durmg tha year on poges 82 and 86

Thc Group's customcr service modal and s\rmegy Including customer segmentanon, market
opportunities, product use and customer proposition, were reviewed by the Board The Board and

its committees also oversaw o number of olher customer matters during the yoar inciuding our
preparations for the FCA's Consumear Duly regulation and VBLS Gustormer retention, acquisition and
er‘vgoqcment strategy. To read about the activitias of our CCE Commitiee, plf‘cse see pages 100 to 102

The Board revicwed our tochno\oqv atratedgy ond how our customcr Swatr‘qy was, and would be, supported
by a chgital customer expencnce. Tha Board ovarsaw owe T transformation. see puges 77 and 108

£ 2022 traning p'an was UQIOVCVU and 59\ vored, mf.ludmg areos that suppor(éd themin d\schorgmg

their responsibilitios and duties as dircetors of Vanguis Bank Limited, where refovant Pleose
tar details on Board training duning the year.

sec page §2

outcome of the 2022 evaluation process: Board and committee effectiveness

The findings fram 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 directers make up o capable and
cohesive team which has brought a high degree of competence and calm professionalism to the job of tackling the compiex
issues the Group has faced in recent years. The review also recognised that good, open and inclusive debate takes place

in meetings, with the non-executive directors being supportive, but providing firm challenge. Whilst noting the good 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 ali fair and balanced review processes, the external evaluation identified
opportunities to improve the performance 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 o formal interim review during 2023 at a Board meeting.

Some of the Board strengths identified

- Effective relationship Detween Charrman and CEO

- A healthy dynomic in meetings and positive
relationships on the Board, reflectad in ively
discussions and good levels of engagaement

Agreed areas of tocus to enhance perfermance

- Review tha Boord's approgch to manitoring strategy delivery. including strategic
milestones and KPS

- Review the Board's approach of oversosing the Group's technalogy stratagy and s
implernsntaiion

- High-quality Bocrd and commitiee papess. providing — Keep under roviow the kay prioritios for the skitfs required in new non-oracutive directors

the right amaunt of information

as part of succession planning and Board appointmeant processes.

- A Secretoriatand admin team which providos good - Review the regulanty of Boeord updates from Product Managing Directors and wider Executive

support 1o the BGoard.

- Committees which arcwell chaired and fulfil
their responsitil tios.

Committee 1am

— Review Board commities mecting attendees to ensure the Board cammitiges continua to
have access o the infarmation and expertise neaeded 1o undertake thair responsitiiitas

Outcome of the Chairman effectiveness review

The review carried out by Independent audit included consideration of the Chairman's effectiveness. The assessment \dentmed
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 perfarming his
role of leading the Board effectively. Andrea Blance, as Senior Independent Birector, discussed the feedback and areas for

development with the Chairman.

Outcome of the individual director effectiveness review and reappointment

Individual director performance and contribution was assessed with individual performance and development discussions
held with the Chairman. The Nomination Committee conducted its annual review of Board and Committee composition
Having considered the skills, experience, knowledge and tenure of the Board, and the independence ond time commitmeant
of the directors and Chairman, togsether with the Chairman and individual directar performance evaluation, the Nomination
Cormmittee and Board considered that each director in role at the time of its review continued io be commitied to their roles,
have sufficient time available to perform their duties and to contribute effectively. Accordingly, it was agreed that afl directors

should stand for slection or re-election at the 2023 AGM. As announced on 28 January 2023, Malcolm Le May has decided to step
down as CEQ, which you can read more about on page 6. Itis expected that Malcolm will step down upon lan Mclaughlin joining
the Group as CEQ inthe Summer. In accordance with the Code and our Articles of Association, Malcolm will stand for re-election
at the AGM, but will be stepping down as planned upon fan joining the Group. The independence of the non-executive directors
is also considered at least annually and you can read about this in our Nomination Committee Report on page 96.
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Nomination Committee Report

Overseeing the Group's

leadership needs

Patrick Snowball
Nomination Committee Chairman

Role of the Committee
The Nomination Cornmittec is responsible for oversecing,

- the Board's compesition and structure, including the Board
committees, so thot it remains appropricte and offective in ordeor
to deliver the Company's strategy. To do this, the Commitiee
oversees Board appointments and succassion planning,

= the Group's talent managernent ramework to ensure the Group's
laadership needs are met now, and in the future. The Committee
monitars the senier management succassion planring and the
Group's talent pipcline, including areas of retention risk, and

- tho diversity of the Board and thaot of the Group's talent
pipeline. Tho Committee maonitors the aclivitics across tha
Group undertaken to meet the Group's diversity objective and
to increasc the porcentage of roles held by wamen and other
underreprosented groups doross the Group

Allocation of time

Diversity 4%
Succession and talent 50%
Board compaosition and appointments 26%
Governance 0%

The Committec’s terms of reference arc avallable at
www.vanquisbankinggroup.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 Snowball
Nemination Committee Chairman

The Nomination Committee plays o key part in the Group's
long-term sustainable success through its oversight of
succession, talent and diversity. | reported to you in last
year's Annual Report on the Board and governance changes
we announced in January 2022 to substantially align the
Board membership of vanquis Bank limited with that of the
Company's, which formed an important step in the execution
of our specialist bank strategy. | 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 can read
more about on pages 93 and 84

As previously reported and as a censequence of these
governance changss, Robert East stepped down from

both the Company and Vangquis Bank Limited Boards in
January 2022, Other than Robert, the Board and Committee
membership remained unchanged during 2022. The biographies
of all members, which contain informaticn on their experisncs,
are available on pages 71 to 73 and Committee membership
and meeting attendance are set out on page 9l

As announced on 26 January 2023, having led the transformation
of the business into a specialist banking group with o

focus on customaers in the mid-cost and near-prime credit
markets, Malcolm Le May decided to step down as CEQ. The
Group also announced the appointment of lan Mclaughlin
as CEQ, subject to regulatory approval. During 2022 the
Committes led a succession planning process for the CEO
role which you can read more about cn page 97. We were
also pleased to announce on & March 2023, the appointment
of Michele Greene as non-executive director with effect from
9 March. You can read her biography on page 73 and agbout
her appointment on page 98,

The Group has continued to implement a suite of initiatives
amongst our colleague population in order to enhance
diversity, and you can read more about these on pages
22,39 and 98. The implementation of our new Group Job
tevelling Framework to drive consistency and transparency
regarding the seniority level of each role across the Group,
haos allowed us to better define who should make up ocur
senior leadership population. This supports our assessment
of our senior leadership diversity and our progress against
our target to have 40% female representation in the Group's
senior management population by December 2024 and

also enables us to focus our actions on the right colleague
population to drive greater female representation. Female
representation in this population (Level 14 reles and above)

as at 31 December 2022 was 33%. This is a 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 ocur 40% ferale representation target We still have
much to do to meet our 2024 target and in ensuring the Group
continues to 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 remains
a priority for us as a Committee and underpins our oversight
of cur talent and succession plans.

Iam also delightad that Fiona Anderson has joined the Group
0s Managing Director of Cards in April 2022, bringing wilh her
a wealth of experience across credit cards and retail banking.
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Composition, succession and evaluation centinued

Nomination Committee Report continued

Key Committee activities in 2022

~ CEO and non-executive succession planning processos
Oversight of the implementation of the new operating model.
Review of the Board's skills and expericnce against Board Skills Matrix.
- Roview of the Board's succession plan and activities

- Oversight of the Group's talent and succession framework
and plans and diversity of the talent pipcline.

Committee priorities in 2023

— Further pragress its proactive planning for Board succession to ensure
the Board's membeorship is appropriately refreshed

— OQverses pragressin relation to divarsity amangst the Groupr's senior
leaders and how the Group will mest its targets.

- Ensure arrgngements are in place to report against the now
diversity requiroments set out in the Listing Rules and Disclosura
and Transparency Rules in our 20232 Annucl Report.

Board compaosition and succession

A key element of the Committee’s remit is to lead the
oversight of Boord composition and succession plans. The
Committee’s annual assessment of the Board and committee
composition cenfirmed its view that the Board and commiittee
composition was appropriate, taking into account: diversity;
balance of skills, experience and knowledge; tenure and

time commitment; the size and structure of the Board; and
independence. Accordingly, following the Committee’s
recommendaticon to the Board, the Board is recommending

10 shareholders that all directors be elected or re-elected at
the 2023 AGM. You can read about each diractor’s contribution
to the Board in their biographies on pages 7110 73

We also consider the tenure of directors to ensure Board
membership is appropriately refreshed. When considering
our successien planning for non-executive directors, we
consider the skilis, experience and diversity required on the
Board to ensure Tt is appropriately compoesed to continue to
offectively lead the Group and deliver for our staksholders.
whilst the Committee and Board recognised that whilst
there are no immediate concerns regarding the tenures of
the non-executive directors, s a number of the directors
ioined the Board at simiiar times, it is key to take a proactive
appreach in order to stagger succession in the future, thus
retaining the balance of skills, experience and diversity the
Board needs.

During the year, the Committee considered how to
apprepriately fill the non-executive directer vacancy following
the departure of Robert East, whilst also identifying condidates
who, through their skills, experience and divarsity, couid also
address the requirernents identified by our non-executive
succession planning activity. The Board and Commitiee
members reviewed the external on-executive talent pool,
considering the experience, skills and diversity of potential
non-executive director candidates and how this aligned

with the future composition neesds of the Board. Through this
process Michele Greene was identified as a strong candidate
for appointment You can read about Michele's appointmeant
process on page 98,

The Comrmittee also continued Lo oversee succession
planning to our two executive director roles, which forms part
of our talent management and successicn process, descrived
further on page 97.

To support the Committee’s ongoing assessment and
understanding of the Board's collective skills, experience

and diversity, Board 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 Vanguis Bank Limited Board roles, the
Comrnittee reviewed an assessment of the directors against
an updated skilis 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 Boord's 2022 training programme. You can
see more about our Board Skills Matrix and our Board training
programme on pages 9 and 92 respectively.

96

Wwhilst there were no appointments made to the Board
during the year, the Committee did review whether the

terms of myself as Chairman and of Graham lindsay,
Non-Executive Director, should be renewed Foliowing 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 renewed 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
directors, with the exception of the Chairman, weare
determined by the Board ta be independent. In determining
the independence, the Noemination Cormmittee and Board
took into goccount the 2018 Code, circumstances which would
likely, oF could appear o, Impain, o non-executive director's
independence, including their length of service as well as those
directors who were also directors of Vanquis Bark 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 additionai external appointments, an assessmaent of
demands on a director’s time are assessed to ensure they have
sufficient time available to carry out their role effectively. During
the year the Committes 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 subsidiory, the impact
of this on the directors’ time commitment was considered as
part of the annuai assessment. The Committee and Board
continue to consider that the Board members have sufficient
time to undertake their roles effectively.

Board evaluation

During the ygar, the Committes considered the outcome

of the 2021 Board evaluation as it related to areas within

the Cormmittee’s remit. The 2022 Board evaluation was
undertaken externally, with a detailed report on the process

and outcome set out on pages 93 and 94 As regards to Board
composition, the external evaluation recognised 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
in the 2022 evalugtion. The evaluation noted that the Committee
was cansidered o be well chidaired and efficient, with all members
able to contribute to its discussions and good debate taking place,
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Talent mcmagement and succession

The Cornmittee undertock 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 pool and enabled more robust calibration
of talent, helped to identify gaps and support devalopment
conversations to drive more robust succession ptanning.

whilst the Commmittee noted the good progréss made in talent
rmanagerment and succession planning and the general strength
of the internal talent pipeling, in assassing the Group's short,
medium and longer-term succession plans, it also noted that
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 programme for 2023

The Committee members were able o engage with our
key talent during the year, such as through site visits and
product-focused sessions. You can read maore about the
Board's colleague engagermanl aclivily on pages 82 and go.

As part of its role in ensuring the Group has the leadearship
capabilities to deliver its strategy, the Committee continued to
oversee progress of the implermentation of the Group's new target
operating modsl, considering the impact of the changes on
colleagues one and two levels below the Executive Committes
as well as the wider colleague population.

During the year Melanie Barnett was appointed as General Counsel and Company Secretary and Nicola Lipson as Chisf
Pecple Officer (CPG), 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 reles with the Group, with Malanie joining the
Group in 2020 as Deputy General Counsel and Nicola holding previous roles In the Group as Vanguis Bank HR Director
and as HR Business Partnering, Culture and Engagement Director. Both were identified through our ongoing talent and
succession process, which is overseen by the Committee (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 appointrments
support the diverse range of views arcund the Board, Board comimittes and Group Executive Committee tables.

CEO succession planning and selection of new Chief Executive Officer

The Group announced on 26 Jonuary 2023 that, 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 had decided to step
down as CEQ. The Group also announced the appointment of ian Mcloughlin as CEO and Executive Director, subject to
regulatory approval. lan is a highly experienced 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 mortgages.

The Board, with the support of the Nomination Cormmittee, keeps executive succession plans under regular review whilst
taking into account the strategic priorities of the Group. In line with our 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 Nemination Committee completed a review
of the internal succession plan for the CEQ role alongside an extensive externally facilitated market mapping process of
external talent. To support this succession planning process, d job specification was developed with the assistance of
Russell Reynolds Associates and reviewed by the Nomination Commitiee.

Our succession planning process identified o longlist cnd subsequently a shortlist of internal and external candidates.
Each candidate went through a formal, robust and detaciled assessment led by Russall Reynolds Associotes against the
key evaluation criteria identified for the role of CEQ. Following this assessment, a series of interviews were conducted by
the Chairman and non-executive directors of those candidates identified for interview. Reflecting that the Group CEO
is also CFO of vanguis Bank, candidotes were also assessed as to whether they were fit and proper to undertake the
role. The Nemination Committee considered the outcomes of the external assessment and of the interview processes.
As part of the process the Nomination Committee and Board considered the skills and development areas of the

preferred candidates.

On Malcolm Le May confirming his decision to step down, the Nomination Commitlee reviewed the proposal regarding

the appeintment of his successor and, following consideration of the robust, diligent and externally facilitated process,

the Nomination Committes recommended to the Board the appointment of lan Mclaughlin as CEQ, subject to regulatory
approvols. Malcolm will continue as CEC until lan joins, and then will remain with the Group to support an orderly transition.
lan is expected to join the Group in the surmmer, following his notice periocd.

lan's appointment, when effective, would nol change the current diversity of the Board. On appeintrent, lan will undertake
o taitored induction plan and we will report on this in next year's report.

Other than for recruitment and related tatent advisory services, Russell Reynolds Associates has no other connection to the
Company or individual directors. Russell Reynolds Associates is a signatory of the Enhanced Voluntary Code of Conduct for
Executive Search Firms, which specifically acknowledges those firms with a strong track record in and pramotion of gender
diversity in FTSE 350 companies against the scope of the Davies Review.
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Compasition, succession and evaluation continued

Nomination Committea Report continued

Inclusion and diversity

Cur approach across the Group to inclusion and diversity,
including our initiatives to support diversity, is set out

on page 38

Our Inclusion and Diversity Policy, which includes Board
diversity, is designed to promote equality, diversity and
inclusion across all parts of the Group and to ensure that we
have g working environment where everyone feels included
and valued. You can read about the aims of cur Inclusion and
Diversity Policy and how it supports the delivery of our strategy
in the table on page 98.

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 different Affinity Groups, including sefforts to raise
colleague owareness of inclusion initiatives ond to support
an inclusive culture.

The Committee reviewed the progress being made in relation
to enhance the Group's diversity data, which is critical to the
senior leadership teom and Committeea’s roles in ensuring
targeted diversity planning and initiatives.

The Commitfee also undertook a review of our diversity
targets, and cur progress against those targsts, and agreed
that the existing current Group diversity target remained

fit for purpose. The Committee noted that good progress

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 agenda in 2023, such as a continued
focus on inclusion and diversity data collection, building
talent pipelines and supporting our inclusion community.
The Committee also requested management ensure focus
was given to specific functions and teams where greater
fermnale representation was required. During the year, the
Committee also reviewed the ocutcome of the FCA final

policy decision for proposals set out in CP 21{24 'Diversity and
inclusion on company boards and executive committees’
and the resulting changes to the Listing Rules and Disclosure
and Transparency Rules. Whilst the Company is not required
to comply with the requirements until it publishes its Annual
report for the financial year ending 31 December 2023, as
highlighted elsewhere in this report: following the appointment
of Michele Greens, the Group has increased female
represantation on the Board to 50%; the membership of each
of our standing Board committees is majority female, with
two of the Committee chaoired by female directors and our
Senior Independent Director is also female; and we also have
one director of an ethnically diverse background. This year
we updated our Inclusion and Diversity Policy to reflect the
changes to the Listing Rules and Disclosure and Transparency
Rules and the Committee will formally report against these
requirements in our next report.

Non-executive director appointment: Michele Greene

Candidate requirements

& rale specificotion was agrecd which sought to idenhify candidates with skill and experience

arcas which would enhance the Boord's offectiveness os it sought to deliver its banking strategy,
inciuding experence in retail banking, cards and digital wallsts. Condidates were sought with
exporionce which retlected requirements of the Group's prooctive non-oxecutive succossion

Sedrch process

Interviews and
assessment of suitability

Appointment

planning. including these who could succeod to chainng Booard committees in the future. Akey
aspect of our candidate requirements was cuitural fit and a natural affinity and empathy with
the Group's Purpose and our customers. The condidate specification was propored (o clearly
recognise the value of diversity and inclusion and to reflect that diversity inits broadest sense
was a kay prionty for our search.

The condidote search ond identificofion process wos led by the Choirman ond supported

by Karn Ferry, which produced a longlist of candidates to support the Committee's succession
planning process. From an initiol potential candidate list of 28 cendidates (with 65% female
represontation), the Committed reviewed ¢ refined list of 17 potental candidates, with o
shortlist of preferred condidates chosen for further discussion ond engagemant. We worked
with Korn Ferry to ensure that the appeintment scarch was clert to all aspects of diversity

and inclusion throughout the process Fernale representation in the shortlist of candidates for
future non-executive director roles was 41%. In considering the pool of potenticl candidates, the
Cormmittee considered and discussed the cthnic diversity of the nor-executive director talent
pool challenging what further action could be taken o drive greater athnic diversity in tha
pool of potential condidates in order to support the Company's desire to continue to improve
the ethnic diversity of the Board The Chairman engaged with our external recruitment advisor
on this motter.

Following review of the potential condidates, Michele was interviewed by Patrick Snowball
and other Board members gnd assessed against the raie requircmants.

Following intervicws, the Nomination Committes recommended the appaintment of Michala's to
the Board Michele's oppeintment brings ¢ range of skills and experience to the Board, including
0 oreasidentified ir our Board Skills Matrix She has deep knowledge within the consumer credit,
card payments and digital banking sector. Michele is a chartered aocountant by background and
combines finance keadership, with o strong strategic ond digital capabihty and entreprencuricl
cxperience. She alse brings oxperience needed 1o suppoit our Boara succession plans, with skills
and expenance ta chair Board cormmittees in the future. Michele joined the Board on 8 March 2023,
W wilt report or the induction progrdmme in nex! year's report.

Wwe were supported In the search by Korn Ferry Other than for recruitment and related talont
advisory services, Korn Forry has no other connection to the Compeny orindividual directars.
Korn Ferry has boer accredited by the FTSE Women leaders Review (and its predecessor the
Hampton-Alexarder Reviow) under the Enhanced volurtary Code of Conduct for Executive
searck Firms, for itg work in actively moving the dial or gendor diversity across the FTSE 350
and beyond
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Aims/fobjectives of our inclusion
and Diversity Policy

- Creating ond promoting an
inclusive and pasitive culture
and working environrment that
15 free from discrimination.

- Ensuring that all colleagues are
Liculed wallcignity und respelt,
regardloss of any personal
characteristics, and in aeceordance
with the law

- Creating a culture where allour
colleagues foel able to speak up
about any concerms.

- Addressing any instances of
inappropriote of unocceptable
behaviour such as harassment,
bullying, discrimination
ahd victimisation.

- Providing guidconce, training and
support to halp our collcaguas
deliver our inclusion and
divarsity commitments,

— Ensuring cur manugers
lead by cxamrple and sct
cpprepriate standards.

- Enabling all collcagues to reach

thair full potential and contributs

fully to the success of the business.

Ensuring policics, procedures and

practices comply with relovant

legislation and arc inclusive of all

- Actively engaging in days and
cvents which support equalty,
inclusion and diversity

- Promoting our inclusion community
and Affinity Groups o increase
awarcness of inclusion ond diversity.

Qur Bodrd Diversity Policy

— Sgts out our commitment to achieving
a diverse and inclusive Board and s¢nior
monagement teom

— Recognises that hoving o wider range of
perspoctives represented at scnior level
cubilibUtes towards o high-pertorming.
effective leadership team that brings greater
diversity of thought to better respond to
our diverse customer base and stokeholder
vicws, in order 1o achieve the Group's overall
strategic ams

— Ensurcs that the selection process for Board
appointments is based on merit, whilst also
cnsuring diverse shortlists for Board roles.

- Requires the Board's standing sub-committees
to be appropriately composed in order to
undertake their dutios effectively, including
appropriate balance of diversity.

- Confirms our commitment to measurable
objectives regarding Board and scnior
management diversity, inchuding those
set out in the Womaen in Fingnce Charter,

Hampton-alexandar Review and Parker Review,

- Reiterates the Board and Nomination
Committec's roles in supporting and
monitoring activities to Increase diversity in
senior management roles and tatent pipecline

- Supports the engagement of executive search
firms which have signoed up to the Voluntary
Code of Conduct for Executive Search Firms
on gender diversity and best practice.

- Embeds diversity targets set out in the Listing
Rulos and our commitment to meeting
diversity requirements set aut in the Usting
Rules and Disclosure and Transparency Rules

How our Diversity and Inclusion Policy
supports delivery of our Purpose and strategy

By delivering our policy's key aimsg, it is the
Board's view that the Group will beneht from
a widecr range of perspactives and idoas
ropresented ot cach lovel of managemaoent
and at Beard levaol, contributing to o
high-performing and effective lcadeiship
team which brings greater diversity of thought
to better respond to our diverse customer
base and stakehalder views in order to
achicve the Group's overall strategic aims,

an sffoctive and diverse Board {ond Board
committces), with the appropriate ceiloctive
balance of diversity, skills and cxpericnce,
has the foundations to be able to support
stakeholders’ views, challenge management
and achieve the Grodp's overall strategic
aims by having o wider range of perspactives
reprosentod at Board level

Objective

Progress and implementation

To ensure o rounded ond diversa Board and Group
Exccutive Committaec; appointments will be made
on ment, taking into account different backgrounds,
diverse oxperience, perspoctives, personalities,

skills and knowledge, as well &g ohignmaent with

the Group's culture.

To ensure Board appointment ‘long lists’ reflact
the Board's diversity commitments

To maintain a balance of one-third of the directors
being women 0 o minimum
Te maintain a minimam of one director from an
ethnicolly diverse background in support of the
Parker Revicw targot.

The Board will suppeort and monitor Group activities
undertaken to moet its diversity objectives and to
increase the percentage of senior management
roles hald by wamen and other underrepresented
groups across the Group

Additional management diversity objective

As ¢ signatory to the HM Treasury’s Women in
tinance Charter, we have a target to have 40%
female represcntation in the Group's senior
monagaernent population by December 2024,

Our Inclusion and Diversity Policy, inclucing the Board Diversity Policy, and our formal
documented Board appointment recuire that appointments arc to be made on merit,
taking into account diversity and alignment with the Group's culture Diversity forms o key
consideraton of Board appointment and succession planning processes. You can read
morc about our most recent Board oppeintrment processes on pages 97 and 98,

Our Board Diversity Policy confirms our cemmitment thot all skortlists for our Board and
senor management positions are bolanced from o gender perspoctive Our Chairman
and Nomination Commitlee also ensure that we work with external scarch firms to drive
divarse candidate tlonglists’ for consideration for rolos os they arise

Wwe have continued to exceed this objcctive and female represcntation on the Board
as ¢t the date of this report is 50%.

We have continued to mect this objective

The Committee has continued to review the Group's Inclusion and diversity strategy and
intiatives, which have a key rolc in ensuring wa have o diverse senior managemsnt and
colleague populatian and on inclusive cutture. When roviewing talent management and
succession, the Committee has reviewed the diversity of our talent pipeline and discussed
barriers to greater diversity.

¥ou can read on page 38 about the progress rads towards this target during the year.
For the purposces of this target we have identified Lovel 14 and above rales as the relevant
population and fermale representation in this population waos 33% as at 31 Decomber 2022,
We alse rernain committed to delivering this objective by the Decembor 2024 deadhne.
We remain tocused on meeting the Hampton-alexandor target of 337% at the Froecutive
Committee level and its dircet reports, Female representation in the Executive Committec
and direct reports population was 32% as at 30 March 2023. This represents positive
progress in ralation to this population over the last yoar, howover, we remain focusod

0N CoNtinUInNg our progress

BouUDUIaAQS)

Patrick Snowball
Nomination Committee Chairman
30 March 2023
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Customer, Culture and Ethics Committee Report

Overseeing our

people and culture

Graham Lindsay
Custormer, Culture and Ethics Committee Chairman
and Designoted Non-Executive Colleogue Champion

Role of the Committee
The Comnuttod is responsrbie for,

oversceing the embedding and menitoring of the Group's
culture, ensuring that any moterial issues in regard to the culture
and cthics applied across the Group ore addressed,

oversceing the developmeant, emboedding, and monitoning of
the KPls by management of the Group's customer objectives,
Purpose, culture and ethics within its operations, consistent with
the Group's Strategic Blueprint;

overseeing tho Group's effarts ta cnsure that its policies, businass
proceosses, procedures, systoms and behaviours are consistent
with improving the customor exparicnca and dobverning fair
custorner outcomaes;

reviowing and providing guidance for external communications
on key roputational issucs within its remit, such as customers,
diversity, and sustainability (ESG agenda enviranmant,

social, governance),

ensunng that appropriate arrangernents are N place to support
compliance with the 2018 UK Corporate Governance Code and
the accountabilities under section 172 of the Companios Act 2006
as appropiiate; and

ensuring that appropnote employee engagement mechanisms
are in place for the Boord to understand the vicws of collsagues
so these con be foctored irto docision making

Aliocation of time

KPI tracking 20%
Reviewing policies against Group's culture 18%
Mortoring governanse, ESG

commitments and CR reporting 32%
Monitoring stakeholder expectations 30%

The Commuittee’s torms of reference cie avalable ot
www.vanquisbankinggreup.com
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Corporate culture is everything; it
impacts on everything we do. Getting
the culture right wili ensure our business
is sustainable, and delivers the right
cutcomes for our customers, colieagues
and shareholders.

Graham Lindsay
Custorner, Culture and Ethics Committee Chairman
and Designated Non-Executive Colleague Champion

I am pleased to present an overview of the Committee’s work
during 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 cur
campaign to contact 4.2 million customers via letter, email
and media, and the Group's refresh of the Strategic Blueprint
following the significant change to the business model,
which you can read more 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 all
other stakeholders.

The membership of the Committee remains unchanged,
comprising thres independent non-exacutive directors and,
where apprepriate, the executive directors and members of
the senior management team are invited to attend meetings.
Biographies of the members, Elizabeth Chambers, Margot James
ond me are available on pages 71to 73,

During the year, the Committee's core duties remained
unchanged as we continue to be focused on our
responsibilities to our customers and overseeing the Group's
culture, At ecch meeting the Committee reviewed and
discussed the key perfarmance measures within the Group's
Blueprint anc Customer Dashboards.

The Committee reviews the outcomae of the annual Colleague
Survey each year The survey for 2022 confirmed that we
maintained good levels of colleague engagement throughout
what has been a difficult and challenging year 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 pperating model You can read more about the
smployee survey results on page 3%

Feedback from the action planning sessions on the 2022
Colleague Survey is currently underway across the Group
and wilt be used to further inform and devslop collective
action plans.
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Monitoring Dashboards
The Committee adopts a KPl and evidence-based approach
to its work.

The Blueprint Dashbeard consists of four Blueprint cutcomes,
eoch measured by a variety of metrics, with targets set where
appropriate, to ensure that the Group s able to dermonstrate
that it is delivering business activities in accordance with

its Purpase and Strategic Prioritins The Group's Hgad of
Sustainability is a standing attendes at the Committee
meetings and has responsibility for monitoring and reporting
metrics within the Blueprint Doshboard.

This Blueprint Doshboard is updated and submitted for review
by the Committes at each meeting so that it can monitor and
challenge the embedding of the Group's culture and delivery
of pasitive customer outcornes.

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 besn made on the number of colleague
volunteering hours being undertaken during 2022, with
colleagues using their skills 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 Community 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
tearn was tasked with tuming a currently unused grass area
into a safe outdoor space by building o fence around it. Café
waest is a community centre in the Allerton ared of Bradford
which serves a diverse community and provides a range

of services, including more than 30 different activities each
week. The team transformed an overgrown area into ¢ 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 cur charity partner, the
Ahead Partnership, Through the programme three colleagues
mentored a group of 11 young people, aged 16-18, from New
College Bradford, who are all taking IT and business focused
courses, in order to raise awareness of the opportunities
availoble in our business. The Committee tracks the
volunteering hours via the Blusprint Dashioard 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 experiences to inspire children and young
people and help them to develop the core skills they need

to tive their lives and achieve their full potential.

The Blueprint Dashlzoargd enables the Committee to monitor
custemer experiences through use of metrics such as Net
Promoter Score (NPS). During 2022, the Committee noted
that the NPS score in the Group's vehicle finance business
had declined which enabled the members to explore root
cause issues and corrective actions with monagement. The
Committee was able to propose how the NPS survey could
be better used to improve customer experience and provide
useful feedback to customer-facing collsagues.

During the year, the Committee received an updole on the
progress of the newly developed Conduct Risk Dashboard,
which was created to enable monitoring of the high-level
customer journey and customer cutcomes. The first line
customer cutcome testing appreach has been evolved

to provide outputs that are aligned to the conduct risk
framework. The framework was enhanced to include a

‘three-lens’ approach (Custormer Outcornes, Business Outcomes
and Custorner Experience) within the scorecard During the
work to enhance the framework, a sliding scale was designed
to draw out the materiality of the outcome from both a
conduct and business process perspective. Matrics have been
placed against each stage of the customer journey and these
are tracked in the Risk Committee. For more infarmation on the
metrics please see the Risk Repert on page 108

In 2022, the Committee regularly listened to customer calls.

At its November meeting the Committae listened to calls and
considered how these calls had been assessed against the
newly developed My Customer and Me (MCAM) framewark.
The MCAM framewark provides the business with a level of
assurance around customer testing that is able to clearly
demonstrate when cutcemes are or are not meeting the
expected Group standards. This confirmed that when applied
practically, the framework will highlight where customer
interactions contain risks te the customer outcome, regulatory
compliance or to the operations of the Group. Where a pcor
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 customer-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 comprisad
our Purpose, four strategic drivers and three behaviours,

and was designed to underpin the culture we needad to

be successful. A great deal has happened in the four years
since the Blueprint was developed and launched including
an unsuccessful hostile takeover bid, a globao! pandemic, and
the wind-down of the CCD business. Logking to the future, the
UK now faces a cost of living crisis and increased economic
uncertainty and we believe there is significant opportunity
for the Group to be best placed to serve the needs of more
pecple as the first-cheoice bank for those who are excluded
frem accessing financial services from traditional lenders.

The Blueprint has bean refreshed during the year to ensure it is
still 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 Commitise discussed

in detail how the Group would deliver on the Purpose through
a clear vision and Mission and hew this will be achieved
through the three strategic drivers. Qur Missicn is to be the
tirst-choice bank for the UK population who are excluded
frorm accessing fingncial 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 custorners and community. The Committee
reviewed the Blueprint Dashboard to ensure that the metrics
currently tracked remained appropriate and aligned with the
refresh work.

Corporate Responsibility Community Programme
The Purpose of our business 1s to help put people on a path
to a better everyday life. One of the ways we do that is by
partnering with organisations through the Group’s community
investment programrne to support the delivery of activities
and initiatives which seek to address sorme of the key
factors which, on their own or acting together, can reduce
social and/or tinancial inclusion. In 2023 we will build on this
award winning programme and launch a Foundation. The
Foundation 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 segk to improve the lives of children

and young peaple by providing educational and social
development opportunities which support financial and
sacialinclusion. In 2022, the Committee reviewed the launch
by the Group of a £100,000 scheme working in partnership
with $chool-Home Support and the Dixons Academies Trust
to supply essenticl items of school yniform 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, providing school uniforms for their
children can become a challenge, so we were pleosed that
the Group was dble te lend its support

ESG und stakeholder considerations

Following the opegrating model changes and the creation

of the new shared services division, including procurement
services, the Committee supported imprevements 1o the
Group's supplier relaticnship management with a new
supplier relationship management (SRM) framework launched
in 2022, under which all colleagues will be heid accountable
for the management of key suppliers within our supply base.
The Committee considered the relaticnships the Group

The questionnaire waos 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
as a good custemer, though areas for enhancement bothin
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 approach in managing and reporting ESG-related
matters. During the year, the Committee received two updates
on how the climate risk agenda was being governad and
managed across the Group. This included on update an

the strategy in place to enable the Group to determine the
actual and potential impacts of ciimate-reloted risks and
opportunities on the business and its key stakeholders, and
one on the progress being made by managemesnt in setting
carbon reduction targets which align with current climate
science, details of the Group’s TCFD report are set on pages
40 to 49. Throughout 2022, we have engaged with colleagues
via the 'Greenprint’ section of the Stay Connected intranet site
on arange of issues such as why we measure and report our
carben footprint. Please see our ESG Report on pages 45 10 49

Graham Lindsay

has with its suppliers, the impact of the ¢losure of CCD on
suppliers and how we continue o ensure and evidence that
our supply chain adheres to and complies with the Modern

30 March 2023

Slavery Act.

In the last 12 maonths, the Group has been heavily focused
on maintaining suppliers’ service levels across its divigions
following the closure of the CCD business. A supplier survey
was sent to a representative sample of our supplier base.

committee activities in 2022

Important progsess has been made on the 2022 leadership development strategy which
compriscd building the outline to an Inclusive leadership programmae for senfor leaders
across the business

In arder to contribute to the Board's overall accountapility for the delivery of the Group's
sustasnability perfarmance, the Committes ensured that ermbadding sustamnability
throughout the business, strengthening our governance to manage climate-related risks
and opportunitics, and ronitering progress of our net-zero target were prioritics.

In order to support the Board's ovarsight of the koy stokcholder relationships the
Committee received an update on the Group's refationship with koy suppliers; tho
feedback from the suppliers was overall very positive, with some helpful comments
on petentialimprovements which could be made in both 'collabaration potential’ and
comrmmunication of the “Group Strategy”

The Cornmittes listenod to a wide range of randorly selected customer calls from
across the different product lines to monitor customer outcomes and identify ony
apportunities for improverrent, whick had been fed back to product MDs

The Commitice received an update on the progress of the implementation of the
Corsamer Duty requiremoents across the Group.

Reviowod and approved tha Grodp's Modern Slavery Act Statement

The Committes recelvod an update on the progress made on the recommerdatians
of the Task Force on Chimata-related Financigl Disclosurgs (TCFD),

The Committee recelved an update on the progress of the newly developed Conduct Risk
Framework Including the high-level custarrer journey which had been produced, and the
expocted customer oulcome thot been defined clongside eoch journey stoge

Received on update on the progress made in delivering the 2022 stakeholder
ergagement strotegy objectives and noted Group’s stakeholder engegement
objectives for 2023

The Commrittee received comfort that the Group waes fully compliant with the 2018 UK
Corporate Gevernanca Code far 2022

The Committee revicwed the proposed governarce and managemeont contrals which
had been implomanted to enisurc that sulficient level of oversight s provided, of the
approach that Group takes to comply with the TCFD recommaendations

The Comymittee raceived an update on the cost ot Iving crisis which included the FCA's
auidarce on tailored support and what's required of firms.

Customer, Culture and Ethics Committee Chairman

Committee pricrities in 2023

Continuc to discuss and review workplace
related matters including the results ot the
Group's Colleague Surveys, feadback from
Colleague Forums, tho diversity ona inclusion
agenaa and leadership and dovelopmaent
provision, monitaring progress with the
Future of Work programme,

Centinue to focus an the customer

agenda by monitoring progress on
customor metrics relating to the embodding
of a custormer-focused culture across
Vonguls Banking Group and ensuring

that customer outcomos and intorests

are considered throughout overy stags

of tha custormer lifecycle.

Revicw the previous yoar's s 172 Statermeant
against the market, consider oxternal advice
and identify arcaos for enthanced reporting

ir this arca

Ovarsee the Group's approach 1o minimising
its contribution to clmate change by roviewing
the delivery of the Group’s net-zero strategy
and by maraging chmate-related risks
through its Task Force on Climate-related
Financial Disclosures (TCFD) work

Revitw tho Group's caomplioned with relevant
regulatary and voluntary reguircments,
including the Compaony's Modern Slavery
Statcment, Gender Poy Gap Reports

and Prompt Payment Code

Revigw and approve the Grodp's community
nvestment strategy for 2022-23

Oversee the embedding of the stakeholder
engagam ent strategy and monitor pregress
against the same

Reviow whistteblowing date and consider
ary cuitaral root caduses and 1ssues,
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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 responsiblo for ovarsesing the fellowing,

Financial reporting

- mamtoring the integrity of the financial statements, and any other
published financial information, and reviewing the significant
financicl reporting judgemaonts thercin;

- odvising the Board on the Apnual Report ond Acceunts, including
whethor tis fair, balanced and understandable,

- assisting the Board in assessing the Company's going concarm
status and ongoing viability;

External audit

- conducting the tender process and recommending to the Board
the appointment, remuneration and terms of engagement of the
external cuditor;

- reviewing and monitoring the independence ard objcctivity
of the external cuditor;

- assessing the effectivenass of the exlernal auditor;

- smplementing ard moenitaring the Group's policy on
non-audit sorvices,

Internal audit

— gssessing and monitoring the effeclivencss of tho Group's
Internal Audit function, Including opproving the annual Internal
Audit Plan; and

Internal controls and processes

- reviewing and monitoring the offectiveness of the Group's system
of internol finencial and operational controls.

Allocation of time

Governance 15%
Financial reporting 35%
External cudit 16%
Internal audit 22%
Management reporting 12%

The Committee's tenms of refetonce are available at:
https /s vanguisbankinggroup 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

lam plegsed to presant 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 Markeats 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.
Angeia Knight continues to chair the Risk Commitiee and works
te ensure that the work of both Committees |s coordinated.
The biographiss of all members, which contain information an
their qualifications, are available on page 71 and Committee
attendance 1s detailed on page 91. The Board remuains satisfied
that the Committes as a whole has sector competence and
an appropriate level of relevant financial experience.

Iam pleased to report that the recent Board effectiveness
review (puge 93) confirmed that the Audit Committee was
‘well managed, had a ‘good leve! of oversight’ and provided a
torum for 'vigorous challenge’ when necessary The alignment
of the Boards of vanquis Bank Limited and the Company
also continued te embed successfully throughout the

year, reducing the administrative burden and streamlining
governance arrangements.

The transformation of the Group Finance function to

ensure sufficient maturity for an enhanced control regime,
as recommended in the BEIS White Paper, 'Restoring trust

in cudit and corporate governance’, progressed well
throughout the year. In parallel, the implementation of our
Integrated Assurance Framework also rermained on track. The
Committee was satisfied with the Group's progress against
the recommendations made in the White Paper and remains
committed to the further embedding of enhanced controls
throughout 2023.

I look forward to our 2023 AGM, where | would be pleased to
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 and upproved the 2021 financial statements and areas of significant judgermaent, including the
going concern basis and viability statement Confirmed that the 2021 financial statements were tairn, balancod,

and understandoble

— Reviewed and approved the Preliminary Results Announcemant

- Reviewed and approved the Non-Audit Foos Pohicy and non-audit fees for 2021

-~ Reviowod and approved the Extarnc! Audit fees

- Cenfirmed Internal Audit’s Charter, statermnent of independence and objectivity and effectivencss.

- Reviewod the 2021 external ouditor's full-year repart and managaement letter and recomimended opproval

of the same by Board.

- Reviewed and confirmed the rosult of the Internal Audit Self-Assessmaont.

Committee priorities
for 2023

- Continugd embodding
of the Integrated
Assurance Framowork
ccross the three lings
of defence

- Continucd oversight
of the transformaotion
of the Group
Finonca Teom to
cnsure the correct
lovel of matunty
for an enhanced
controf regrme.

— Roviewed and approved the annual internal statement of gevernance, risk management and internal control, - Continued monitoring

- Confirmad that there were sufficient distributable reserves to recommaend the payment of the 2021 intenim
dividend (paid Moy 2022} and the 2022 irterim dvidend (paid September 2022) to the Board

- Received the external auditor's interim review.

of the legislative and
regulatory landscape
inrelation to audit
reform ond controls
enhancoments.

- Recelved aond approved the external auditor's proposed 2023 audit plan

- Reviewed the occounting judgements proposad by managoment including those set out on page 107,

- Receivad regular updates from managemoernt on the continuad embedding of the transfarmation

of the Group Finarce function.

- The further
development of data
unalytics in the Internal
Audit fynction,

- Received regular reports on the implementation of the integrated Assurance Framework,

- Reviewoed ard approved the Intenm Management Statement

- Conlirmed the coordination of activitias between internal and external audit

- Revicwed and approved the 2073 Internal Audit Plan

- Recelved an update on the progress made against tho TCHE recommaendations

— Recelved an update on the Group's risk assessmaent processos and prevontative measures to provent

the Corporate Criminal Otfence of failure to provent tax evasion

- Received an update or the outcome of the Boord committee offcctiveness evaluation,

= Rovicwed and approved the Committae’s terms of reference, 2023 forward agenda planner and adherence

with its tarmrs of reference duning 2022,

Fair, balanced and understandable

Having regord to s duty undar Code Pravision 25, the Committeo
censidered whether the 2022 annual Report and Financial
Statements, when taken as a whols, was fair, balanced,

and understandable.

The Committec ocdopted the sarme robust process os in prier years
to justify the statoment. This included

- Committea reviews to provide inpat at early stages of
drafing Committee feedbock wos then incorporated nto
subseguent drafts;

- oversight of the procoss, which incluged input, cvaluation
and varificatior by Group serior rmanagement;

- external evoluations of the Remuneration and Sovernance
Reports respectively; ana

- privete sassions with the extornal cuditor

The Committee corsidered management's areas of significant
judgerments, estimaotion, and uncertamty and emerging 1s5uCs as
set odatin the financial staternents on page 163 to 164 These arcos,
alorgside the going concern assurmption, wore scratinised and
challenged by the Committae and the external quantar as part

of the yeor-ond processes

In assessing complicnce with the Code. the Committee considored
the following criteria:

Is the Report fair?
= st full reflection of events throughout the year and consistemt
with messagas communicated throughout the yoar?

Is the Report balanced?
= Is the narrative reporting consistent with the financial reportirg?

- Arethc statutory and adjusted measures are
approprictely balanced®

Is the Report understandable?
— lsit presented in o logicol order ond using cleor Jonguoge?

- Arcimportant messages cloarly highlighted as such?

— lzinformation shown in tabuler or graphic form whera this would
assist the reader?

Conclusion

The Committee concluded thot. in its opinion, the 2022 Annual
Report and Financial Statemerts, whon taker as a whale, are
fair, balenced, and understardable ana recommendaod this
assossment to the Board
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Financial reporting process internal control and risk management systems
The Committee receives regular reports from the Internal Audit and Group Risk functicns in relation to the effectiveness of internal

controls and risk management systems. Where recormmendations for improvement are made, these are agreed with management

and progress is monitored by the Committee al each meeting. In 2021, the Committee commissioned an external review of the
Group's internal financial contrals envircnment, which identified three areas where continuad improvernent was requirec.

Area for improvement identified in 2021 Progress to date

tmplementation of a Group-wide integrated Significant progress was made during the year on the implementation

risk system of the Integrated Assurance Framowaork The framework, facilitated by
the Riskonnect software, will faciitate a single view of all nsks ccross
tho Group. You can read more about our risk harmanisation activity on
pogos B4-58.

The embedding of our specialist banking The common Board structure and intagreted operating model

group strategy cmbeddad successfully during 2022, reducing the administrotive

burden and cnhancing strategic oversight The transformation of the
Fingnco Function has also progresscd well during the year, with key
improvernents to internal controls notably 10 relation to tho general
ledger, managerment reporting, financial planning, treasury and the
financo operating modal

The IT platform modernisation Atransformation progranmme is boing exccuted which, over tha
noxt fow years, will see all products on a unifiod modern technology
platform, providing a single view of our custornar, and enable our
strategy ond aspirations to be achieved, The transformation activity

has commenced, with personal loans being scrviced through the new

platformn 2023, followed by credit cards and vehicle finanee.

Internalt Audit submits to the Committee an annual assessment of the overall effectiveness of the governance, risk, and internal
control environment of the Group. The assessmaent is a 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 awareness, governance
structures and people risk. In February 2023, Internal Audit confirmed that the Carmpany's control environment had improved
significantly during 2022 and that the Risk, Compliance and Finance Functions were adequate and effective.

Deloitte LLP provides on annual management letter which identifies significant internal controls matters and the management

response. The Committee also holds private sessions with the external auditor, in the absence of executive directors ar management,

to ensure that any issues of cencern are escalated to the Committee as necessary.

Internal Audit

The Group continues to operate an in-house Group Internal Audit function, managed by the Group Chief Internal Auditor who
reports to the Committe=s at each meeting. Specialist servicas are provided by third-party consultants 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 @ risk assessment against each of the Group's principal risks (page 59) and
the methodology for its development continues to be refined to ensure optirmal risk coverage. The audit conclusions for 2022
demonstrate a significant improvement in the contral environment since the prior year. The Committee is satisfied that the
Group Internal Audit function is both independent and effective, as detailed below.

Independence The Group Chicl Internal Auditar reports directly to the Chalr of the Committes, with an administrative reporting ine

1o the Group Chief Executive, and has no responsibilities outside of oversight of the Internal Audit function, as required

under the institute of Internaf Auditors Code of Practice.

The Committee holds regular private sessions with the Group Chicf Interncl Auditor, in the absence of any excoutive
director or member of managoment. The Chair of the Committee also mects with the Group Chief Internal Auditor
at least guarterly.

The Group Chief Intarnal Auditor confirms to the Cormmittae that the Internal Audit function is organisationally
independent through on annual ottestction,

Effectiveness The Committee annuglly approves the Internal Audit Charter and regularly monitors progress against the Internal

Audit Plan. The Committoe scrutiniscs an Intermnal Audit self-asscssrmaent and effectivenass roview annually, and requosts
regular updates on any remediation requirements The Committoe receives regular confirmation that the Internat Audit

function is appropriately rescurced and has sufficiont expertise to fulfilits role A 2021 External Quality Asscssment of
internal audit, conducted by Ernst & Young, concluded that the function benchmarked well against industry poors,
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Audit, risk and internal control continued
Audit Committee Report continued

External Audit

Appoin[ment Deloitte LLP has been the Group's external auditor for 10 yoars. The Group's policy is to undertake a formal tender

and tenhure pracass for the position of oxternal auditor ot leost every 10 yoors; this wos conducted in 2020 ond Doloitte LLP was
sclected by the selection panel. The Committec has the Gutherity to commission o formal tendear process at any time
it decides this may be in the Group's best intcrest.

Al the Committee meetng in March 2023, the Committee concluded that Delaitte LLP continued to parforrm in ine with
cxpectations and remainod independent of the Group. Deloitte LLP's reappointment will be proposed to shoreholders
at the 2023 AGM.

Effectiveness The Commitlce held private sessions with the external auditor three times during the year The Committee schadules
the privote sessipns on an lternobng bosis to ensure the Committec meets with both the internal ond external auditor
in thg absence of executive dirgctors or senior management. This facilitates the ability of the extornal auditor to raise
any issues of concern. In addition to this, the Charr of the Commitize meets with the external audit partner quarterly
and additional meetings or private sessions are availablie upon reqguest

The annual assessment of the external auditor requires the feedback of the Committee and Group and Divisionol
Heads of Finance, The scores and fecdback are shared with the external auditor and on action plan to address
remeadiotion needs is doveloped, The main remediation nead identified in relation to the 2021 audit was the neod to
allew sufficiant time for testing and management response ahcad of deadlines, though the overall conclusion was
that Doleitte LLP remained effective

The FRC conducted an Inspection of the 2021 financial statements for Vvanguis Bank Limited, the results of which were .
published in Decernber 2022 The report concluded thot limited improvements’ were required and all findings were '
addrpssod by Deleitte during their 2022 audit.

Throughout the year, the extornal auditor challenged management and demonstrated professional scepticism
One notable example related to the IT controls in the vehicle finance business during the interim period bofora the
systems upgrade; Deloille debated with managemant regarding the approprictonoss of interim nsk acceptances.

Independence The Committee ensurcs adequote safcguaras are in place to ensure the Independence of the external auditor.
and objectivity These include

— & policy on the appointment of staff from the external qudilor: engagement partners, quality roviow partners, other
key audit partners, and senior members of the audit engagement team may not be employed as Group Finance
Officer. Director, Finance Sharad Scrvices or any Civisional Finance Dircctaor,

- ron-audit work is subject to the policy detailed below and the nen-audit team docs not prepare anything which
would be relied upon in the Group audit:

- waork performed 1s subject to an independent professional standards review anc Engagement Quality Contral
Review process,

- the Committee considers the reappointment of the oxternal auditor, including the rotation of the audit parther,
arnually The review considers both independence and effectivencss, primarily using @ scorecard systam.
A new, lead Audit Partner has been in place sinca May 2022 cnd the transition period ran smoothly, and

= the external auditor attests its independoence and objectivity to the Committes on an annual basis

Non-audit work The Company has afarmal policy on the use of the external auditor for non-audit work, which 1s roviewed annually and
adheres to the EU Audit Directive and Regulations, The policy stipulates that non-oudit work should only ke owarded to
the external duditor when thore s clear reasen to prefer it over alternative supplicrs, following o ngarous procurement
process. All awards of non-audit work to the externol auditor are moritored to ensure that thorr independence, and
parceived independence, are not compromised

the Committce must approve inagvance any award of non-auadit work with on oggregate valuo in excess of £260,000
The Chaur of the Cormmittes must opprove ony non-audit work with on aggregate value of £50,000-£250,000

Deloitte LLP's fees for non-gudit work during the year wore £0 7m {202, £1.2m) The ratio of audit to non-oudit feos
was 241,

] O 6 vanguis Banking Group ple Annual Report and Financial Statements 2022




significantissues and areas of judgement

The critical cecounting assumptions and key sources of estimation uncertainty considered by the Committee in relation to
the Annual Repart and Financial Statements 2022 are outlined on pages 163-164. in addition to the matters set out on the next
page, the Committee clso 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 impcired on
recognition in accordance with
IFRS 9. The impairment allowance
isinitially dependent on the
probability of default (PD), the
loss given default (LGD) and the
exposure at dsfauit (EAD} within
12 months, discounted at the
original effective interest rate (EIR).

Lifetime losses are recognised
following a significant increase
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
forecusts of economic conditions
at the reporting date.

An assessment of macrogconomic
factors, including the latest
economic forecasts, is also required
to estimate expected losses.

Retirement benefit asset

The valuation of the retirement
benefit asset is dependentupon
a series of actuarial assumptions.

The key assumptions are inrespect
of the discount rate, inflation

rates and maortality rates used

to calculate the present value

of future liabilities.

Judgement

Judgement is applied to

the impairment allowance
required. This includes whether
past performance provides a
recasonable estimate of future
losses implicit within the PD,
LGD and EAD.

In 2022, adjustments made in
relation to the Covid-19 peried
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 segrnents.

In light of the higher inflationary
economic environment and
rising living costs, a cost of
living post-model adjustment
rernains in place.

Judgement is acpplied in
formulating each of the
gssumptions 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.

Actions

The Audit Committee reviews and challenges
the key judgements applied throughout

the year This includes adjustments to
determining significant increases in credit
risk and default. Post-model adjustments are
reviewed and challenged when impacting
PD, LGD or EAD.

The process of creating future estimates is
considered with peer analysis parformed.

The design, implementation, and testing

of new models and any associated

model enhancements are reviewed and
challenged. The embedding of the new IFRS

9 model monitoring control framework will be
overseen by the Committee, and the required
ongoing monitoring of these models together
with associated controls will be reviewed and
challenged. Evidence following the period
end is assessed to determine if the evidence
would have been available at the pericd end
and included within the ossessments.

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 circumstances.

The work performed by Group Internal Audit
is considered, in particular, on technology
and operational contrals.

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 rangss of assumptions
based on audit experience.

Compliance statement
The Group has fully complied with the Statutory Audit Services for Large Companies Markeat Investigation (Mondatory Use
of Competitive Tender Processes and Audit Committee Responsibilities) Order 2014 throughout the 2022 financial year,

Paul Hewitt
Audit Committee Chairman
30 March 2023
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Audit, risk and internal control continued
Risk Committee Report

Sustainable growth through

effective risk
management

AngelaKnight
Risk Committee Chair

Role of the Commiittee

Tho Committoe has two primary roles firstly, to ensure that

there is on appropriote Enterprise Risk Manogernent Framework
Inoperation across the Group, enabiing effective oversight of
the Group's principal risks and its oggregatad rsk position; and
secondiy, to provide advice to the Board in retation to the Group's
current and potential future risk strategies and exposurcs, Tho
Committec’s principal arcas of responsibility are as follows.

— understanding the Board's strategy, desired culture and direction
and idontifying the key strategic and emerging risks which might
prevent delivery;

- endorsing dn overdll sk appetite and recommending it to the
Board for approval at least annuolly,

— carrying out an assessment of the principal risks facing the Group;

- monitorng the overall effectiveness of nsk management across
the Group and product hnes as overseen by the Group CRO;

= in conjunction with the Audil Commitlee. reviewing the Group's
capabilty to identify and manage new nsk types, and keeping
under review the offectivenoss of the Group's internal controf
and risk management systems;

- reviewing the Group's management of current and
forward-looking risk axposures;

- notifying the Board of any changes in the status and control
of material risks;

- reviewing the Group’s managerment of operational resilicnce;

- reviewing ond approving the Group’s ICAAR, ILAAF and Group
liguidity cssessrment, including the stress testing and capital
allocation approach; and

- continsous improvement of nsk cutcomas for the Group through
effective risk management planning.

Allocation of time

Top of mind, principal and emerging risks 8%
Credit risk focus 15%
Risk appetite, frcmework, policy and harmonisation %
Regulatery and prudential risk reporting 29%
Risk management effectiveness 8%
Compliance and conduct 7%
Governance and remuneration N%
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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.

Angela Knight
Risk Committes Chair

tam pleased to report that the Group's overall risk profiie
has improved throughout the year with several activities
contributing to this aggregate position.

Az part of the strategic transformation from a legacy divisional
structure to a Group structured around product lines and
shored services, the Group and Vanguis Bank Risk Committees
were combined. The Committee membership has remained
consistent with me as Chair and two other non-executive
director members, Elizabeth Chambers and Paul Hewitt, who is
Chair of the Audit Committee. The biographies of all members,
which contain information on their gualifications, are available
on pagses /1to 73 and committee attendance is on page 81
Iam also a member of the Audit Committee and work with
Paut Hawitt to coordingte the work of both Committees. The
Committee has increased both the fregquency and duration

of its meetings during the year and expanded its scheduls

to accommodate an increased 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
ageinst its risk appetite and compliance and regulatory matters,
The CRO Report also infarms the Cemmittee of the second

ling’s oversight and challenge of first line operations and the
CRO provides an annual assessment of the effectiveness of

risk managerment. This year the Committee has received an
additional interim assessment of risk monagement effectiveness
which provided us with a helpful mid-year check point

The Committec's terms of refercnee are uvailuble at.
www.vanguisbankinggroup.com
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At each meeting the Committee has:

- reviewed and assessed the overall risk management
status of the Group;

- reviewed and assessed the Group's tep 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 previcus meetings.

Key areas of focus

Credit risk

Responding to the volatile macroeconomic environment
during the year, the Committee has requested and received
mere frequent and detailed credit risk reports. The Committee
requested the inclusion of concentration risk dashboards

and oversaw the broadened monitoring of potential areas

of financial stress for customers. The Chief Credit Cfficer
attends the Committee and provides updates on the portfolio
perfermance, stability and custormer behaviours. Uncertainty
in the macrosconomic environment dictates that we will
continue te monitor very closely the impact of rising interest
rates and other financial pressures on our customers.

IT change transformation

The Board has committed to transform the Group's IT
infrastructure to deliver the future strategy and desired
operating maodel. The Committee has played a key rote

in challenging management to ensure it has identified,
considered and addressed the risks presented by the IT
change programme. The Committee has invited the Chisf
Information Officer to be a standing attendee and has
received a report regarding the I1 strategy, transformation,
and associated risk management activity at each meeting.
The Committee has provided guidance and approval to
manageament in support of its proposals to balance risk
management on legacy systems in order to optimise
investment of rescurces, both tirme and money, into the new
infrastructure, Gateway. You can read more about the Group’s
investment in its technological capabilities for sustainable
growth on page 9.

The Committee has overseen the continued progress of the
first line centrol programme initiated in Vanguis Bank and
now extended to cll of the Group. Te date the programme has
defined 300+ controls, 3% of which have been designed and
73% of which have been implemented. All hove contributed

to strengthening our control environment,

Prudential risk

I am pleased to recognise the considerable efforts that have
gone into enhancing our prudential regulatory documents.
The ICAAP recsived significant focus in 2021 and 2022 which
delivered improvernents 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 caleulations and
assumptions ahead of recommending it to the Board for
gpproval and its subrmission Lo the FCA and PRA.

On 8 March 2023 the Group announced an update about
our capital requirements from the PRA, following cenclusion
of its Capital Supervisory Review and Lvaluation Process
The outcome was a reduction in the Group's Total Capital
Requirerment by more than a third, from 18.3% to .9%. |

am delighted that our efforts to reposition the Group and

strengthen the Group-wide risk management framework have

strongly cantributed to this outcome. | would like to thank the
Treasury and Rigk teams for their hard work and dedication
in helping us achigve this positive result.
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Following on frorm the enhanced ICAAP, the ILAAP hos been
subjected to a detailed root and branch review during

2022 and was approved by the Committee, for onward
recommendation to the Board, in December 2022, The
Commitiee commissioned expert independeant advice to
provide further assurance over the methodeological changes.

In November 2022 the PRA approved the Group's application
for a Core UK Group waiver. The Commitiee dedicated
significant time to carefully consider the liquidity risks that
might arise frorm the arrangement and to ensure each entity
was appropriately resourced and well run to honour the
arrangements. The Committee also approved the associated
intra-group funding and lending framewaork.

Consumer Duty

The Cornmittee has overseen the submission of the Group’'s
implernentation plan to the FCA for the Consumer Duty
Regulation. Sponsored by the CRC, a Consumer Duty
programme has been established to support the Group's
waork 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 accountable
SMF. The Committee has received regular updates from the
programme, which has so far completed an in-depth gap
analysis of the Group’s current position against the regutation
in order to develop the implementation plan, and established
@ Steering Committes and a number of workstreams: Product
and Service, Price and value, Consumer Understanding, and
Consumer Suppoert. The Consumer Duty programme will now
move to implement the activities Lhat were committed to in
our implementation plan, in order to embed the Consumer
buty principles throughout 2023. The Committee will continue
to closely monitor its progress.

Risk harmonisation

The Commitiee has overseen significant progress on the Risk
Harmonisation Programme. All legacy frameworks have been
consolidated intc one single Enterprise Risk Maonagement
Framework to ensure a consistent application of best practice,
and enabled by a centralised Risk function.

An automated Risk Management System was implermnented
with modules for Risk Appetite, Risk Events, Risk and Control
self-Assessment (RCSA) and Internal Audit activated during
the year. Additional modules for Compliance and Regulatory,
Maodel Risk and Third-Party Supplier management are planned
for 2023, This technology ensures o secure and single central
repesitory of risk information and will provide improved
reparting and insight capability.

The Committee has overseen the continued development

of the Group’s Risk Appetite Framework to reflect the

changes to organisational 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, uncertainty in the macroeconomic
environment dictates that we will continue to monitor very
closely the impact of rising interest rates and other financial
pressures on our customers throughout 2023 The continuation
of our IT transformation means that execution risk and IT

and information security risk will be a central focus of the
Committee, alongside the associated risk acceptances

which we will 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 Committee is responsible for assessing the principal and emerging risks to the Group. The CRO reports ct each mesting on
principal and emerging risks and the Committee considers these and any other risks that may impact on the Group’s stiategy
and cperations and assesses its aggregated risk profile. You can read more about how we identify and manage risks in the risk
manogement and principal risk section of our Stiategic Report on pages 54 to 66.

Principal risks

Capital
Model
The Committee —y operational
has overseen the
implementation
and efficacy of
. Technology
operational controls. and
info-
Security
Feople
Conduct
an
Regulatery
Fincl_nc'\ﬂl
Crime

Emerging risks

Pecple risk

R

Funding
and
Liquidity
Market The Committes
has commissioned
enhanced credit
risk reports from the
Chief Credit Officer.
Strotegic The Committee
xecution - -
hasinvited the
Chief Information
Officertobe a
Climate standing attendee.
Legal
Governance
Creditrisk
IT Platform
&Controls

The Committee considered

the way in which the
Group manages and

executes change.

Opportunities

Our Risk Management Framework and Risk Appetite
Framework (RAF} establishes our appetite for risk and provides
direction on the appropriate risk taking across the Group.
We have processes and procedures to ensure that any risk
taking activity beyond our appetite is recognised, escalated
and addressed appropriately. The Committee assessed the
Risk Appetite Framework in December 2022 ensuring that

it rernained appropriate to the risk strategy and profiie of
the Group. The Committee approved recommendations by
management to refine some of the RAF metrics to reflect the

evolution of the Group across the year and the increased
sophistication of cur 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 eaily
stage. For further details regarding the principal and emerging
risk assessment, full details of the Risk Appetite Framewaork
and thase principal and emerging risks the Board is willing

to take in order to achieve its long-term strategic objectives,
please see pages 54 to 66,
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Committee review of internal risk management
and controls

In accordance with the 2018 UK Corporate Governance
Cade Principle O, the Board has a responsibility to establish
procedures to manage risk, aversee the internal control
framework, and determine the nature and extent of the
principal risks the Company is willing to toke in order

to achigve its long term strategic objectives. Mrovigion

29 requires the Board to monitor the Company's risk
management and internal control systems,

Following a detailed review by the Cornmitteg, the directors
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 Committes
assessed the fallowing criteric:

- acomparison between the Group's net risk profile and

performance of the Risk function against its objectives as
agreed and assessed by the Remuneration Committes;

an assessment of the implementation and embedding
of the Risk Harmonisation Prograrnme to ensure consistent
application of best practices;

key strategic decisions taken and executed in 2022

which alter the risk prafile 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;

an assessment of cur relationships with our regulators,
which demonstrates a multi-year improverment; and

other key indicaters such as the reduction in open and
overdue audit actions, engagement with risk awareness
activities and enhonced risk awareness within first

line monagement.

positioning on beth | January 2022 and 2023, indicating

> The Committee appreciates that the embedding of arisk-aware
an improvement year-on-year;

culture is a continual and iterative procass. with this in mind
the Committee priorities to further enhance the Group's control

rmanagement of ‘top of mind' risks including credit risk
environment during 2023 are set out in the table below.

related to the cost of living crisis, strategic execution risk,
technology and change, and our preparedness to meet
new conduct regulation (Consumer Duty); Angela Knight

Risk Committee Chair
30 March 2023

Committee activities in2022

- Oversaw the Risk Farmanisation Programme, including the implemaentation

of the Group-wide Riskennect nsk system

- Monitored the Group's strategic and omerging risks

- Approved tho ICAAPILAAP and Pillar 3 Disclosures, for onward recommendaton

to the Board.

Committee priorities in 2023

- Oversee the embedding of the Risk
Harmenisation Programmc supporting
the transfor of cccountability for risk
managernent into the first ne.

— Closely monitor the Group's “tap
of mind’ risks.

- Provided an attestation in support of Core UK Group waiver applicetion. - Overscc axccution of the Group's CONSUMGr

- Performed enhanced monitoring of creait risk change in ight of changes Duty of Care implementation plan

to the macreecanomic environment - Oversee IT strategic trensfermation

execution and the delivery of controls

- Reviewed the principal rigks, internal control and committae reports within the 2021
in the new IT infrastructura

Annual Report and Financial Statements.

- Reviewed and approved the Group Londing Framework, including the stress testing
and copital allocation approach.

- Recommended to the Board the Consumer Duty of Care implementation plon.

- Received the CRO's assessment of the executive directors’ non-financial scorecard
for 2021

- Confirmed the cffectiveness of the annual Group Risk Monagement Frarmoework following
an internalreview by management.

- Reviowed the Group MIRO Report.

- Monitored in detail complaints performance across the Group and oversaw resulting
operational and process changes

- Monitored IT resilignce across the Group and the progress of the IT transfermation plan
via regalar reporting fram the Group Chicf Infermation Officer (cio).

- Ovorsaw model governance and model vahidation results.
- Recewed regular data protection porformance reports and action plan updotos.
- Approved the Complianee Menitoring Plan,

- Approved the Committee’s rovised terms of reference [ToR} and forward agenda plannar.
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Directors’ Report

Our responsibilities

as a listed business

Melanie Barnett
General Counsel and Company Secretary

In accerdance with section 414C(1) of the Compenies Act 20086,
the directors present their report for the year ended

31 becember 2022. Information relevant to the Directors’ Report
that has been covered in the Strategic Report has been listed
below alongside its location. Both the Strategic Report and

the Directors’ Report have been prepared and presented in
cccordance with, and in reliance 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)

Agresmaents with controlling shareholders Not applicable

Contracts of significance 215
Detalls of long-term incentive schames 131t0 132
Directors indamnitias H3
Dividends n4
Engagement with emiployees 82 and 83
How we had regard to suppiiers, customers
and othears in a business relationship with
the Group 82to 85
tvents post balance sheet date 2022: throughout
and 167
Risk manogement including principal risks 54 to 66
Future business developments 18-25
Going cencern and viability statement 67
Greenhouse gas ermissions, energy
consumption and efficiency 48

Interest capitalised Not applicable

itern (7) in relation to major subsidiary

undertakings Not applicable

Non-pre-emptive issues of equity for cash

N2

Not applicable

No political donations Nne

Parent participation in a placing by a iisted
subsidiary Not applicable

Provision of services by a controliing

shareholder Not applicable

Publication of unaudited financial

information Not applicable

Purchase of own shares Not applicable

Research and development N6 and 192
Share capital - structure, voting

and other rights n3

Share capital - employee share plan

vating rights ns
Shareholder waivers of dividends 132
Shareholder waivers of future dividends 132

Waiver 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 spectal resolution and must comply with the provisions of
the Companies 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 UK Corporate Governance Code (the Code)
throughout 2022

The Group's Corporate Governances Report is set out
on pages 68 to 118

Directors

The membership of the Board and biographical details of the
directors atthe year end are given on pages 71to /3 and are
incorporated into this report by reference. Commentary about
the Board's composition and Board tenure can be found

on page 90 to 91,

All directors were present throughout 2022 and up to the
date of signing the Annual Report and Financial Statements
2022, other than Michele Greene who joined the Board

on 9 March 2023 and Robert East who resigned from

the Company on 13 January 2022

Appointment and replacement of directors

Rules about the appointment and replacement of directors
are set cut in the Company's articles of association. In
accordance with the recommendations of the Code,
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all directors wili offer themselves for appointment or
recppeointment, as appropriate, at the 2023 AGM. As announced
on 26 January 2023, Malcolm Le May will step down when

lon McLaughlin joins the Group in the Surmmer of 2023

Directors’ indemnities

The articles of asscciation permit the Company to indemnify
directars of the Company (ar of any associated company)

in accordance 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 Coempany may indemnify any director of the Company
or of any associated company against any liability.

However, 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 criminal
or regulatory penalty;

3. any liability incurred by the director 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 (or an associated
company) in which judgment is given against them; or

5. inconnection wilh certain court applications under
the Companies Act, no indemnity was provided and no
payrnents 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 te the issuing and buying back of the
Company’s shares, which were granted by shareholders at
the 2022 AGM. The Board is seeking renewal of these powers
atthe 2023 AGM

Conflicts of interest

The Companies Act and the articles of association require
the Board te consider any potential contlicts 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 maintain independent judgement. Alt members
of the Board have completed conflict of interest forms which
are reviswed annually. All directors have an ongoing duty

to notify the Company of any changes and to ensure that
appropricte authorisation is sought where required and are
required to renew and confirm their external interests annually.

The Board (exc\udmg the diractor concemed) considers and,
if appropriats, authorises each director’s reportad actual
and poetential 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
affected. The Board will refer ta the Conflict of Interest Policy
for the most appropriate mitigating control.

Records and Board minutes of all authorisations granted
by the Board and the scope of any approvals given are held
and maintained by the Company Secretary.

Share capital

The Cornpany’s issued ordinary share capital comprises a
single class of ordinary shares. The rights attached to the
ardinnry shares are set out T the articlos of association. tach
share carries the right to one votse at general meetings of

the Company. No new shares were issued to sotisfy awards
made under the Long Term Incentive Scheme 2015 (LT1S),

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 equally 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 asscciation. There are

no restrictions on the transfer of ordinary shares or on the
exercise of voting rights attached to them, except:

1L where the Company has exarcised its right to suspend
its voting rights or te prohibit their transfer following the
omissicn by their holder ar any persen interested in them
to provide the Company with infarrmation requested by 1t
in accordance with Part 22 of the Companies Act; or

2. where thelr 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 include those held by connected persons.

Between 31 December 2022 and the 14 March 2023, being the
latest practicable date prior to publication, there have been
the following changes to the directors’ interests:

- on 3 January 2023, Malcolm te May received 7559 shares
under the role-based Allowance

Malcolm Le May's interest in shares as at 14 March 2023
is 1,138,563

MNumber of shares

31 December 31 Docember

o ) ) - B 2022 2024
Malcolm Le May 1,137,332 842,231
Neeraj Kapur 689,299 400,838

Patrick Snowball 96,477 96,477
Andrea Blance - -

Elizabeth Chambers 12,000 12,000
Robert East! 5,0002 5,000
Paul Hawitt 34,205 34205

Margot Joames - -
Angela Knight - -
Graham Lindsay 9,77 9,77
Michele Greeng? - -

1 Robert East resigned on 13 January 2022
2 Holdings as at resignation date, 13 January 2022
3 Michele Greene joined on & March 2023

Dividend waiver
Information on dividend waivers currently in place can be
found on page 132.
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Directors’ Report continued

Substantial shareholdings

In accordance with the Disclosure Guidance and Transparency Rules (DTR 5) the Company, as at 14 March 2023
(being the latest praciicable date prior to pubtication 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 (descanding %)

15.01%
12 20%
9.03%
. 741%
. .
460% 460% 4.06% 3.89% 3.80% .
3.03%
.
Sehroder kedwood Capital Davidsony BlockRock Coltcane dgsel Marathon Asscl Vanguards Artrmus Prorucr Miton ferrius
IR ostemEnt Management  Kormpner Capitol Management  Manageraent Group I &srient Investars V enderson
ranagarent Kariagaren [elis} Managerent PSR
H 0,
Interests as at 31 December 2022 Holders (descending %)
- 13.43%
12.21%
9.03%
7.42%
4.86%
. g 407% 3.93% 3.52% 3.79% .
! 320%
Schrader d CUp\lU\ M adson HlockRook Morathon Agsel  Caliane Asset Vonduard Aitemins Freruer Miton Al rfarth
Iwestment  Manogerent Kerpner Copral Marogemert  Munagerent Graup vestment Inyeslon Portners
Kanagemant Managers nt [ Murgo et

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: www.vanguisbankinggroup.com,

! Profit and dividends All-employee share schemes
The continuing operctions profit before taxation, amortisation The current schemes for employees resident inthe UK are the
of acquisition intangibles and exceptional items amounts to Provident Financial Savings-Related Share Option Scheme 2022
£126.6m (2021 profit of £167.8m). (SAYE) and the Provident Financial Share Incentive Plan 2022 (SIP).

The plan rules will be updated to reflect the change of Company

As t [ i . . K
at the date of this report, the directors have declared name to Yanguis Banking Group pic in due course,

dividends as follows:
Share schemes are a long-established and successful
o part of the total reward package offered by the Company,
Interim dividend encouraging and supportiqg employee share ownership

The Company’s schemes aim 1o encourage employees’
2022 (paid on 22 September 2022) 5p invalvement and interest in the fincncial performance
2021 {paid on 20 May 2022) 12p and success of the Group through share ownearship.,

ardinary shares {p per shara)

Propased final dividend The Company's SIF offers employees the opportunity o further
2022 (proposed to be paid on 7 Juns 2023) 10.3p invest in the Company and to benefit frcm“! the Compony’;

) offer to match that iInvestment on the basis of one matching
?,02] - Eni share for every four partnership shares purchased.

Total ordinary dividend

Total Total

2022 153p participants as  participonts ag

2021 12p at o

31 Decembeer 31 December

Schome fitle 2022 2021

' SAVE 528 864
Sip 147 i39
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Executive share incentive schemes

Awards are also outstanding under the RSP and BBP. DBP
awards were granted during the year on 7 Aprit 2022 RSP and
CSOP ¢ptions were granted under the RSP on 7 and 26 April 2022
Further inforrnation is set out on page 131 and 132,

Shares were awarded to the CFC under the role-based
allowance (RBA). Further information is set out on page 133.

Provident Financial plc 2007 Employee Benefit
Trust (EBT) :

The EBT, a discretionary trust for the benefit of executive
directors and employees, was established in 2007. The trusteeg,
$G Kleinwort Hambros Trust [C1) Limited, is not a subsidiory

of the Company. The EBT cperates in conjunction with the
LTIS, RSP, RBA and DEP and either purchases shares in the
rmarket or subscribes for the issue of new shares. The EBT is
funded by lcans from the Company which are then used to
acquire, either via market purchase or subscription, ordinary
shares to satisfy awards granted under the 1TIS, RSP and DBP.
Funds are used to acquire shares by way of market purchaose
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 30
on page 211 of the financial statements.

In 2022, the EBT agreed to salisfy awards made under the RSP
and CSOP options under the RSP in relation to 2,378,546 shares
Inthe Company. In 2022, the EBT also agreed to satisfy buyout
award cgreements in relation te 8,880 shares in the Company
and to satisfy an award under the RBA of 28,433 sharesin the
Company by way of market purchase.

As at 31 December 2022, the EBT held the non-beneficial
interest in 2,846,015 shares in the Company (2021: 2,854,456},
The EBT may exercise or refrain from exarcising any voting
rights inits absolute discretion and is not obliged to exercise
such voting rights in a manner requested by the beneficiaries.

Provident Financial Employee Benefit Trust

{the PF Trust)

The BF Trust, a discrationary 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 Plan) 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 ni).

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 a
discretionary trust which was established in 2013 to operate
in conjuncticn with the SIP. On 30 November 2022 YBS Trustee
wars 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
acquire ordinary shares via markst purchase to satisfy the
Matching Awards for participants of the SIP.

For the purposes of the financial statements, the BAYE Trust

is congolidated into the Company and Group. Participants

in the SIP can direct the trustes on how to exercise its voting
rights in respect of the shares it holds on behalf of the
participant. As at 31 Decernber 2022, the BAYE Trust held the
non-beneficial interest in 196,535 shares (2021: 211,694 shares).
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Colleague engagement and investing

in our workforce

We invest in our colleaguss through recognition, reward,
development, wellbeing, the working environment and culture.
Colleagues are recognised through our 'Better Everyday’
recognition platform and our ‘Perks at Work’ scheme, which
offers colleagues in-store and online rewards and discounts,
onfing training coursea and mantal wellben iy Luuises.

We have o Group Reward Framework that enables clsar

career progression and mavement around the Group. We have
established mechanisms for colleague engagement including
appointing a Designated Non-Executive Colleague Champion.

Information relevant te how we invest in ocur colleagues
and where it can be found:

Information B - ~ lecation
Reward and recognition 137
Lecrning and development - management

programmes, apprenticeships, mandatory

e-learning and mentoring 39 and 8]
Culture — equal opportunities, gender diversity,

other diversity and inclusion and Colleague

Survey results 39 and 81
Health and wellbeing - support and initiatives 8l
Engagement — internal communication,

Colleague Survey, Workforce Panels and 80 1o 82
Designated Non-Executive Colleague Champion and 86

Equal opportunities and diversity

The Group is committed to employment policies which follow
best practice, based on equal oppoertunities for all celleagues
irrespective of gender, pregnancy, race, colour, nationality,
ethnic 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
for employment from disabled persons, having regard to their
aptitudes and abilities. Appropriate arrangements are made for
the continued employment and training, career development
and promoticn of disabled persons employed by the Group
including making reasonable adjustments where required. If a
member of staff becomes disabled, every effort is made by the
Group to ensure their continued employment, gither in the same
or an alternative position, with appropriate retraining being
given if necessary.

Pensions
The Group operates two pension schemes in the UK

Employee invelvement in the Group defined benefit

pension scheme is achieved by the appointment of
member-nominated trustees and by regular newsletters and
communications from the trustees to members. In addition,
there is c website dedicated to pension matters. The trustees
manage the assets of the defined benefit pension scheme
which are held under trust separatsly from the assets of the
Group. Each trustee is encouraged to undertake training

and reqular training sessions on current issues are carried
out at mseetings of the trustees by the trustees’ advisors.

The training schedule is based on The Pensions Regulator's
Trustee Knowledge and Understanding reguirements. The
trustees have o business plan and, at the start of each year,
review performance against the plan and abjectives from the
previous year. In addition, they agree objectives and a budget
for the current year.
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Directors’ Report continued

Pensions continued

The trustees have arisk register and an associated action
plan and a Conflicts of interest Palicy, both of which are
reviewed at least annually.

As at the year end there were three trustees nominated by
members and four trusteas appointed by the Company.

The trustees have implemented a 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 de-risking investment 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 trustess are also protected by
an indemnity within each scheme’s rules and this insurance
effectively 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
ernpioyees who joined the Group from 1January 2003 and a
Group Personal Pension Plan for employees of Moneybdrn 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 systerns and controls for the
prevention of bribery. Compliance is also monitored by the
Civisional Boards,

Health and safety

The Group is committed o achieving high standards of health
and safety in relation to all of its colleagues, those affected
by its business activities and those attending its premises.

During 2022, an ambiticus health and safety strategy was
implemented to 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
colleagues with o robust awareness of the H&S risks posed in
an ever-changing workplace, whether office or hybrid working,
along with strategies to mitigate that risk.

Accident and reporting statistics remain o key performance
indicatar 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 Pohcy)

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
declings and relationships, wherever it operates, and
implementing and enforcing effective systerms and controls
to counter bribery, corruption and other financial crimes.

The Policy applies to ali employees, contractors and directors
in relation to the business activities undertaken by, or on
behalf of, the Group. It also applies to any third party which

Is undertaking business for or on behalf of the Group, which
rnust comply with the Policy or maintain equivalent standards
and safeguards to prevent bribery and corruption
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Under the Policy, all employees, contractors, directors and
relevant third parties of the Group and its divisions must
cormply with the following minimum requirements:

- they must not directly or indirectly engage in bribery
or corruption in any form; and

- lhey also must not accept, solicit, agree to receive,
promise, offer or give a bribe, or facilitate payment,
kickback or other improper payment.

The Policy also states that if an employee, contractor, director
or relevant third party of the Group or its divisions becomes
aware of a breach of the above minimum requirements they
must immediately comply with gpplicable protocols ond
procedures to inform an appropriate person within the Group
who must as soon as is reasonably practicable report the
incident to the Deputy Company Secretary.

The Group provides anti-bribery and corruption training
to all colleagues.

Related policies

Gifts and Corporate Hospitality Policy

The Group has a Corporate Hospitality Policy which sets

out the Group’s requirements for the review, approval anc
documentation of any gifts or corporate hospitality which are
accepted, offered or provided. The Risk Committee oversees
ihe Gifts ond Corporate Hospitality Palicy.

whistleblowing Policy

The Group has a Whistleblowing Policy which is overseen
by the Board, The Group is 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 cversees
whistleblowing investigations, reviews management
information and takes the opportunity to consider

any concerns regarding persistent trends and shares
best practice.

Should any Group colleagues have any concerns relating
te anti-bribery and corruption or corporate hogpitality then
anonymous concerns can be raised through the Group’s
external third-party helpiine facility as detailed in the Group
whistieblowing Policy. wWhistleblowing arrangements are
overseen by the Board.

The Group provides whistleblowing training to all colieagues.

Overseas branches
The Group has No overseas branches.

Political donations
The Group made no political donations nor ncurred any
political expenditure during the year

Research and development

The Group's research and development activities have
predominantly related to systems and applications for the
credit cards and personal loans businesses as set out in note
19 on page 182 of the financial statemeants.
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Envirommnenl and greenhouse gas emissions

The Group's greenhouse gas (GHG) and energy use

reporting is undertaken in accordance with cur obligations
under both The Companies Act 2008 (Strategic Report and
Directors’ Report) Regulations 2013 and the UK Government’s
Streamlined Energy and Carbon Reporting (SECR) palicy that
has been implemented through the Companies (Directors’
Report) and Limited Liability Partnership {Energy and Carbon
Report) Regulations 2014, hese emissions are reported n
accordance with WRI/WBCSD GHG Protocol We use a financial
contro! approach to account for owr 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 fusl use,
business travel bookings and waste management data; see
cour Sustainability Report for more information.

The Group's total GHG emissions, in tonnes of CC,

equivalent (CO,e), along with dstails of our energy use

and an intensity ratic, are reported in the table on page

48. Carporate Citizenship has provided limitec level ISAE
3000 (Revised) assurance in respect of this data. Its full,
independent assurance statement is available online at:
wwwyanquisbankinggroup.comfsustainability. Where
challenges have occurred in obtaining dotg, estimates have
heen used and assured by Corporate Gitizenship.

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 o
help the business to assess, manage and report material
climote-related risks and oppertunities, 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 recommendgations are set out on pages 4010 49
In December 2022, the Group gained a Carbon Disclosure
Project (CDP) rating of B- {2021: B-) for our climate change
risk management efforts throughout the ysar.

Directors’ responsibilities

The directors are respansible for preparing the Annual
Report and the financial statements in accordance with
applicable law and regulations.

The directors have also chosen to 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 toss of the Company for that period.

In preparing these financial staterents, International
Accounting Standard 1requires that direciors:

- 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 comphance
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 continues to have in place an
environmental management systerm (EMS). Our EMS helps

us to identify, assess and reduce key environmental risks

and impacts; set and deliver against environmental targets;
and ensure our legal compliance. This EMS is independently
audited each year against the requirements of the
internationai management standard 15O 140012015, Following
the environmental audits carried out in 2022, all the Group's
business premises in Bradford, London, Chatham in Kent and
Petersfield in Hampshire were re-certified to comply with the
internaticnal standard 1SO 14001:2015. The engoeing 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 ple. On the |
same day it alsc announced that Malcolm e May had
decided to step down as CEQ; that lan McLaughlin had been
appointed as CEC, subject to regulatory approval; and that
it had launched a pilot phase for a new secured product of
second charge mortgages. On 8 March 2023 the Company
announced an update on its Capital Requirement and on
8 March 2023 the Company appointed Michele Greene as
o Non-Executive Director. You can read more about these
changes in our Chairman’s Statement on page 6 and 7,
and throughout our Strategic Report.

Financial instruments

Details of the financial risk management objactives and
pelicies of the Group and the exposure of the Group to credit
risk, liquidity risk, and market risk are included on pages 165
to 168 of the financial statements,

Significant agreements

There are no ggresements between any Group company and
any of its employees or any director of any Group company
which provide for compensation to be paid to an employes

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 on
the entity’s financicl position and financial
perforrance; and

- make an assessment of the Company’s ability
to continue as a going concern.

The directors ore responsible far keeping adequotse
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 enakle them to ensure that the financial
statements comply with the Companiss Act 2006. They

are also responsible for safeguarding the assets of the
Company and hence for taking reasonakle 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
included on the Company’'s website. Legislation in

the United Kingdom governing the preparation and
dissernination of financical statements may differ from
legisiation in other jurisdictions.
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Directors’ Report continued

Directors’ responsibility statement
We confirmn that to the best of our knowledge:

- thefinancial statements, prepared in accordance with
the relevant financial reparting framework, give a true
and fair view of the assets, liablliies, financial position
and profit or loss of the Company and the undertakings
included in the congolidation taken as a whole;

- the Strategic Report includes a fair review of the
development and performancae of the business and
the position of the Compuany and the undertakings
included in the consolidation taken as a whaole,
together with a dascription of the principal risks and
uncertainties that they face; and

- the Annual Report and Financial Statements, taken
as awhole, is fair, balanced and understandable and
provides the inforrnation necessary for shareholders to
assess the Company's position, performance, business
model and strategy.

The directors are ulzo required by the FCA's Disclosure
Guidance and Transparancy Rules (DTR) to include a
management report containing a fair review of the
business of the Group and the Company and a description
of tha principal risks, emerging risks and uncertainties
facing the Group and Company.

The Directars’ Report and the Strategic Report constituta
the management report for the purposes of DTR 416R and
DTR 4.1.8R. The directors are responsible for keeping proper
accounting records that are sufficient to:

— show and explain the Company’s transactions;

- disclose with reasonable accuracy at ony time the
financial position of the Company and Group; and

- enable them ta ensure that the financial statements
and the Directors’ Remuneration Report comply with
the Act and, as regards the Group financial statements,
Article 4 of the |1AS Regulation. They are also responsible
for safeguarding the assets of the Company and the
Group and taking reasonable steps for the prevention
and detection of fraud and other irregularities.

The Annual Report ond Financial Stotements 2022 will be
published on the Group’s website in addition to the normal
paper version.

The directors are responsible for the maintenance and Integrity
of the Group's website. Legisiation in the United Kingdom
governing the preparation and dissemination of financial
staternents may differ from legislation in other jurisdictions.
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Responslbility statement

Company law requires the directors to prepare financial
statements for each financlal year, Under that law the
directors are required to prepare the Group financial
stotements In aceordance with relevant IFRS, IFRIC
intarpretations and the Companies Act 2006,

The directors who held office during tha financial year
and to the date of this report were as follows:

Patrick Snowball Chadlrman

Malcolm Le May Chief Executive Officer
Neeraj Kapur Chief Finance Officer
Andrea Blance Senior independent Director,
Angela Knight Indspendent Non-Exacutive Director

Eiizabeth Charmbers  Independent Non-Executive Director
Margot James Indapendent Non-Executive Director
Paul Hewitt Independent Non-Exacutiva Director
Graham Lindscy ndependant Non-Executive Director

Independent Non-Exacutive Director

Michele Greens Appointed on 9 March 2023

Independent Non-Exacutive Director
Robert East Resignad on 13 January 2022

Disclosure of information te auditor
In accordance with section 418 of the Act, each persoh who
Is & director as at the date of this report confirms that;

- sofaras they are aware, there is no relevant audit
information of which the Company’s external auditor
is unawars; and

= they hava taken all steps that ought to hava been taken
as g director In order to make themselves aware of any
relevant audit information and to establish that the
Company’s extetnal auditor is aware of that Infermation.

Auditor

Delcitte LLP, the external auditor for the Company, was first
appointed in 2012 and, following a tender process in 2020,
d regciution proposing its reappointment was passed at
the 2022 AGM. The reappointment of Deloltte LP as the
Company’s external auditor is proposed ot the 2023 AGM.

2023 AGM

Tha 2023 AGM will be hald ut the offices of Clifford Chance,
10 Upper Bank Street, London, E14 5JJ on 28 May 2023 ot
11.30am. The Notlce of AGM, together with an expianation
of the itemns of business, wiil be contained ih the circuiar to
shareholders dated 30 March 2023 and is available on our
website, www.vanquisbankinggroup.com.

Approved by the Board on 30 parch 2023 and;signed

by arder of the Board. /{m ’f{)
by -

Melanie Barnett <

General Counsel and Company Secretary
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Directors’ Remuneration Report

Annual 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}

Marget James (5/5 plus 11 ad hoc)

Graham Lindsay (5/5 plus Y1 ad hoc)

The Chairman, the Group Chief Executive Officer (CEO),
the Chiet People Officer (CPC), the Group Reward
Director and the Committee’s independent advisor (PwC)
attend Committee meetings by invitation No person

is in attendonce when their own remuneration is

being discussed.

66

Throughout 2022, the Committee

has focused on ensuring that our
remuneration policies are applied
consistently and fairly to all colleagues.

Andreda Blance
Remuneration Committee Chair

The report complies with the provisions of the Companies
Act, the Large and Medium-sized Campanies and Groups
{Accounts and Reports) 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,

On behalf of the Beard, and as the Chair of the Remunsration
Committee, | am pleased to present the Directors’
Rernuneration Report (DRR) for the year ended 31 December
2022. The report sets out how the Commitlee carried out

its responsibilities during the year and our approach to
remuneration in 2022 and explains 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 Palicy 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 included 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 its Purpose, ‘to help put people ona
path to a better everyday life’, in what has been a chalienging
set of economic circumstances for all. The economic impact
of the Russian invasion of Ukraine, and the continuing fallout
frorm the Covid-19 pandemic have combined to produce o
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
rasponsibly 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 ¢s a banking group,
which culminated with the Group changing its name in
2023 to Vanquis 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 customers who cannot cccess
traditional lenders.

Overall, the Group has performed well and successiully
implemented the new operating model despite the
challenging external environment.

The Commiitee has Glso been very mindful when making
decisions to ensure fair cutcomes for all colleagues taking
cccount of experience of all stakeholders against o backdrop
of cngoing economic uncertainty, such as the cusrent
inflationary environment and cost of living crisis. The decisions
we have taken were based upon careful consideration

of a broad range of factors and the report explains how

the Committee determined remuneration outcomes in

this context.

2022 Group performance
2022 was a year of significant endeavour and strong
achievemneant. Highlights include:

- changing to a shared services operating model
supporting credit cards, vehicle finance and
persenal loans;

- introdycing our Gateway platform which supports the
personal loans business, and which will be rolled out
across other products in 2023;

- delivering against our cost optimisation initiatives;

- largely completad the Scheme of Arrangement (SOA)
as well as being on track to liquidate our home credit
business - thus removing residual risk; and

- maintaining a good working relationship with our
regulators which enabled: (i} a revised cross-Group
funding arrangement to be implemented; {ii) C-SREP
capital adequacy review to progress; and (iil) tha ICAAP
process o progress.

Our financial performance remains streng and is in line with
management expeciations which is excellent in a year where
there wers significant external headwinds which were not
envisaged when the business targets were set, reflected in:

- adjusted profit before tax (continuing operations),
of £126.6m (E16/.8m in 2021); and

- adjusted return on required equity (RORE) of 22.2%
(32.3% in 2021).

Wider colleague pay
It has been another tough year for most people in the UK
including our customers and our colleagues,

The ecancomic instability generated even greater uncertainty
far many of our colleagues in o world still gathering itself post
the Covid-19 crisis and, as a result, the Group decided to take
an active approach during 2022, to support our lower levelled
colleagues (who tend to be our lower paid as well), as follows:

- B%soalary increase on 1 January 2022 - te all colleagues;

- mid-year review for approx. 17.6% of cur colleagues who
were (i) lower levelled, and (i) adrift of the market due to
changes throughout the year, and

- £750 winter fue! payment to over 50% of our colleagues -
100% focused on our lower levelled colleagues.

tr 2023, we intend ta cantinue our focus on our lowear

levelled colleagues. We have introduced a minimum salary
(above the Living wage for all) by level (and location) and
actively distributed o larger percentage of our salary poc!

to thase colleagues. The executive directars have forgane their
annuai salary increase in 2023 to augment the salary pool for
our lower paid colleagues The Chairman and non-executive
directors have alse forgone an increase in fees with the
monies being redistributed in o similar manner.

In addition to the actions on base salary, our performance
was strong enough to generate a staff bonus pool for 2022
which meant that all performing colleaguas will be able to
share in our success.

The Board is committed to ensuring there is an ocpen dialogue
with our colleagues over various decisions. The Chairs of

the Remuneration and CCE Committees have discussed the
Remuneration Policy and practices for executive directors with
the Colleague Forumin 2022. Qur long-established Colleague
Forum was created te facilitate effective engagement
between the Board and our wider colleague population,

10 encourage discussions on issues of importance and
understand views and concerns of the Group. As a result of
our work on a consistent reward framework (which includes

a standard levelling system), we can now more clearly
derncnstrate the linkages {and fairness) in bonus ocutcomes
at all levels within the Group and the cascade of metrics
between ail our colleagues including the executive directors.

| want to 1ake this opporiunity Lo thank cur colleagues for their
efforts in 20232 in such trying circumstances.
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Executive director remuneration in 2022
Annual bonus for executive directors

The annual bonus is determined based on performance
against corporate scorecard targets.

The financial element of the annual bonus reflected the
Group's strong performance cver 2022, with delivery being
marginally above cn-target for adjusted profit before tax and
apove-target tor adjusted KOUKRE. The Committee determined
that the financial element of the annual benus cutcome
should vest at §6.2% for both the CEC and CFO. Regarding
achievement under the Group's non-financial scorecard,

the Committee determined a vesting outcome of 68% for

the CEO and 80% for the CFO based on performance against
scorecard objectives. This results in overall annual bonus
outcomes of 78.1% of maximum for the CEQ and 83 7% for the
CFO (86% for both in 2021). This equates to 117.2% of base salary
for the CEC and 104.6% of base salary for the CFO. We have
set out in more detail the annual bonus results for 2022 on
pages 130 to 131,

The Committes believes that the remuneration outcome
accurately reflects the performance of the Group over the
year and it is justified in the context of the experience across
its various stakeholders.

RSP 2020 vesting

The RSP 2020 awards for the CEO and CFO are due to vestin
November 2023 based on an assessment of the Committee
as to the stewardship of the Group over the three-year
vesting peried. Clearly, the final decision will be made in the
final quarter of 2023 but based on the performance tc date
{assessed against the underpin) and the overall stewardship
during Covid-13 (and the subsequent period), it is currently
expected to vest in full. More detailed disclosure is sat out

on page 132.

It should be noted (and there is a fuller description in the
main body of this repeort) that the Committee considers the
potential for windfall gains at the peint 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
rmovement prior 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 adjustment is required.

Single total figures of remuneration for 2022

The resulting single total figure of remuneration was £2,396k
for the CEC (or £1,867k exciuding the RSP2020 notional amount)
and £1,428k for the CFO (or £1,103k excluding the R5P2020
notional amount). Full details are set out in the Annual Report
on Remuneration on page 129. This represents a year-on-year
increase of 21.5% {(or (5 3)% excluding the vesting of the RSP2020
notional amount) for the CEQ and 8.8% (or (8.3)% excluding the
vesting of the RSP2020 notional amount) for the CFO - driven
entirely by the notional vesting of the RSP2020.

vanguis Banking Group plc Annual Report and Financial Statements 2022

CEO change

As has been announced, Malcolm Le May has decided to step
down as CEO and retire. He is on a 12-month notice period,
ending on 24 January 2024.

Malcolm will be succeeded by lan Mclaughlin who is expected

to join during the summer of 2023

Inn'e componcation package, whioh o in linc with our current
Policy, is as follows:

- salary: £725,000,

- role based allowance: noneg;

- @nnual bonus: up to 150% of base salary (with 40% deferred);

- restricted stock plan: up to 100% of base salary
(with a post-vesling 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 buyouts or otheay joining payments.

Malcolm will remain working within the business until lan
joins (and a suitable handover has been completed}, with
the balance of his 12-month notice period spent on garden
leave. During this period, he will continue to receive his salary,
role-based allowance, pension and other benefits. He will
recelve 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 unvested RSP awards).
He will be eligible for a pro-rata bonus for 2023 based on the
period up to the start of his garden teave.

Directors’ Remuneration Policy

The Committese is seeking shareholder approval for a new
Remuneration Policy for the executive directors, as the term
for the existing Pelicy comes to an end at the 2023 AGM. As a
reminder, at the GM in 2020 the Directers’ Rermuneration Policy
received the support of $7.8% of shareholders and the 2021

Remuneration Report received very streng support at the 2022
AGM, with 98.5% of votes received in favour. During the year we

have maintained ongoing engagement with investors cbout
remuneration largely via our Chairman and we believe that
shareholders remain sotisfied with the Remuneration Palicy
and its implementation.

We have undertaken a review of the existing Policy and we
believe it remains appropriate to support the delivery of our

strategy. As such, no significant change to the overall structure
or quantum cf the current executive directors’ remuneration is

being proposed in the new Policy. A summary of the changes

proposed are set out on pages 123 10 124 including the annual
bonus deferral poticy and Restricted Stock Plan (RSP) underpin
to align with market practice.
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Directors’ Remuneration Report continued

Annual Statement by the Chair of the Remuneration Committee continued

Directors’ Remuneration Policy continued

The Commitiee has used £SG mstrics for the annual bonus
scheme for several years with ¢ strong emphasis on the 's’
element as our business purpose is focused on our core
Purpose of helping to put people on a path to a better
everyday life. 1t is one of the things we reflect on when
considering vesting, but we wish to make this clear and are
proposing to include ESG 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 Eurape’s
Climate Leaders ond in the Top 100 of companies which

have reduced their carben footprint the fastest. In addition,
Newsweek has named us as one of the world's Most Socially
Responsible Banks — in the top 20%.

Further detail on the implamentation of the fuli policy is set out
on pages 13% to 136.

Implementation of Remuneration Policy in 2023

The Committee considers that the current Policy, approved at
the November 2020 GM, has operated as intended and does
not require g fundamental change. However, we are proposing
the following changes which the Committes considers to be
appropriate to ensure that the Policy will continue to operate
effectively inline with our strategic priorities and suppart
attraction and retention of key talent, as follows:

— base salary: no increase tc base salary for executive
directors compared with the average increase for the
wider colleague group of 5%; and

— annual bonus and corporate scorecard: retain the overall
weighting of the financial/non-financial metrics as
B0%/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 years
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 adjustment at the point of grant
to mitigate this possibility. The Policy considers:

— arange of comparison points (inc\udmg prior year grant
price) to determine appropriateness of current year
grant price,

- apotential reduction in grant if the current grant price is
materially (circa 20%) lower than the comparison points
above; and

— other factors which may support or mitigate
a grant recduction.

The grant to the incoming CEO will be made as soon
as is possible upen his arrival.
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Chair and NED fees

There will be no increase ta Chairman fees, NED base fees,
committee membership fees and SID feas, which is in line with
the 0% increase for executive directors.

Conclusion

Overdll, the Committee is satisfied that the Remuneration 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 cempetitively positions the Company’s
remunerction against its peers, We believe that several small
changes (which will be submitted to this year's AGM) will ensure
that it continues to aperate effectively for the next three years.

The executive directors, the senior management tecm and all
our colleagues have made exceptional contributions to the
business over the year, showing great resilience to suppart the
Group through yet another challenging year. This is reflected in
the outcomes of the benus poolin 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 te explain
how our executive remuneration aligns with our strategy, with
shareholder interests and with wider workforce pay. 1 would like
to thank cur shareholders for their continued support during the
year. [ will ke available at the Company’s 2023 AGM to answer
any questions in relation 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:
- anoverview of the proposed changes to the Directors’ Remuneration Policy;

- anillustration of the operation of the Palicy for 2023;

- asummary of the executive dirgctors’ single total remuneration figures, and outcomes under the 2022 Annual Bonus Flan

cnd the RSP 2020, and

- an overview of executive directors’ shareholdings.

Summary of the proposed new Directors’ Remuneration Policy

The table below summarises the key proposed changes to the Directors’ Remuneration Policy, as approved at 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 135 to 136.

I
Element of remuneration ‘ Summary of proposed Policy

Salary An gxecutive director's base salury is set on appointment and reviewed
annually or when there is o change in position or responsibility.

When determining an appropriotc lovel of base salary, the
Committec considers

pay increases for other eollcagues,

- remuncration practices within the Group;

- any charge in scope, role and responsibilities;

the general performance of the Group and cach individual
the experience of the relevant director; and

— the anticipated economic envirecnment.

Benefits Benefits include market standard bencfits.
Role-based RBA of 19% of basc salary.
allowance (RBA) RBAs are non pensionablo and wilt be relcased in equal instalments over

three years in the form of shares.

The maximum annual value of an RBA grant for an individual is 25%
of bose salary.

Pension The Company provides a pensicn contributicn allowance that is fair,
cornpstitive and in linc with corporate governance best practice.

Annual bonus Quantum: The Cormmittee will dctermine the maximum annudal
participation n the Annual Bonus Plan for cach year, which witl not
cxceed 150% of base salary

Operation: The annual Bonus Plan 1s based on a mix of financiol and
strategicfoperational conditions and is measured over a period of one
financial year The financial measures will cccount for no less th