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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 inclusicn, which supports social mebility, to consumers whose neads are not well met
by traditional lenders for over 140 years. We lend responsibly and provide tailored products and service propositions to 1.7 million
customers throughout the UK.

We want to be the best and most trusted provider of finance to customers not well served by traditional lenders. Our customears 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 Vanguis and Moneybarn brands, acress multiple distribution channels.

Our aimis to put our customers at the centre of everything we do, and we do this by using our strategic drivers of ‘People & Culture’,
‘Grawth & Sustainability’ and ‘Customer & Community” to deliver for them, our colleagues, shareholders and the wider UK community

Our strategic roadmap

Cur Purpose
We're here...

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

Read more on pages 20 1o 21

Our Vision
Whenwe succeed, 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

Fead more on pages 20 tae 21

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

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

Rood more on pages 20t 21
Our Strategy
To achieve this, our strategic tocus area are...

People and Culture | Growth and Sustainakility ] Customer and Community

Road more on pagnes 22 10 23

Our ESG Priorities
And our ESG priorities are...

Delivering financial inclusion Cur people Supporting social mobility Mesting our climate
Putting the customer at and culture working with our community respansibilities
the heart of everything we Creating a positive, Inclusive partners to improve the Playing our part in tackling
do, whether we're growing and rewarding culture where lives of children and young climate change and
cur range of products, everyone feels empowered people by providing them supporting the UK's transition
reaching new audiences or and supported to learn, grow with access to education, 1o o low carbon economy by
interacting with everyday and succeed social and financial inclusion, understanding the risks and
people at every stage of their and economic development opportunities that cimate
journey with us opportunities change presents to our
pbusiness and key stakeholders

Read more on pagns 35 to 43



Highlights

Customer numbers

1.7m

a.Im
(2021 1.6/m)

Amounts receivable from customers

£1.9bn

£0.2bn

(2021 £1.7bn)

Regulatory copital

£67/8.8m

£27.7m

(2021 £706.5m)

Liquidity

£47

£228.7m

{2021 £ 706 9m)

.2m

Adjusted profit before tax —
continuing operations

£126.6m

£41.2m

(2021 £167.8M)

Cperational carbon
footprint offset’

100%

(202):100%)

visit: vanguisbankinggroup.com

Statutory profit before tax —
continuing operations

£110.1m

£32.1Im
(2021 £142.2m)
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Vanquis Banking Group at a giance

Our market-leading

products

vanquis Banking Group meets the needs of its customers through three products: credit cards, vehicle finance and unsecured
personal loans. The credit card business offers credit cards over a wids range of price points, gnd retail deposits. The vehicle
finance business offers securad finance on a range of vehicle types, including cars, motorbikes and light commerciol vehicles.
The personalloons business offers unsecured loans of between £1k and £5k over one to four years, In January 2023, we announced
that we have recently launched g pilot phose o 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

Credit cards Vehicle finance Personal loans
£150- 24.7%- £4,000- £1,000-
1:54m £4,000 39.9% 100,000 £25,000 34400 £5,000
Customers* Credit Representative Customers* Loan range Customers* Loan range
card limits APR
3-5 15.9%- 1-4 18.0%~
years 49.9% years 39.3%
Lognterms Representative APR toanterms Representative APR
Read more on pages 26 to 28 Read more on pages 30 1o 3 Read more on pages 33 to 34

Retail deposits

(fixed term deposits)

Customer numpers as at 2022 year end

Funded through:

Product spectrum for the markets we operate in

Securitisation

I Revolving credit

Prime/mainstream

f

Decreasing APRs

bapr

2

¥20%
Creditcard,
store card
and retall
credit goccounts

APR
>50%

APR
2100%

Dectinefunable to lend

Secured loans

Vehlcle
finance

tlatand

icharge
i mort-
i gages

2nd

and retail
point-of-
sals finance

Pawnisroking
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Personal loans

Unsecuredloans

finance

Guarantor
loans

“Satary

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

- We will continue to develop
our unsecured loans
product offering via Vanquis
Barnk to customers in the
open market, including
broadening the range of
AFRs offered and broadening
our logn sizes and terms.

~ Within vehicle finance,
we continue to review
our product proposition,
including lean sizes, terms,
APRs and agset classes. For
example, today we Gover
cars, motorbikes and LCVs,
but we aspiie to broaden this
1o enable us to support more
customers’ needs.



Supporting and understanding
our customers

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

Managing ‘?r;?e'f?w average Have variable incomes Experienced a
incomeas with limited {e.g. self~employed, on o significant life event
savings, meaning zero-hours contract, have (e.g job loss, il
unforeseen expenses multiple part-time jobs) heailth, divorce)

cdn be challenging

i e . : .
New Lo credit or new to tooking te build or Value a more tailored
the UK and therefore have rebuild their eredit ratin roduct cnd service
little or no credit history 9 P “

A wider range of suitable and sustainable credit products is required than is typically provided by mainstream lenders.
tn cddition, our custorners sit across a brood range of risk profiles. it is therefore important that o renge of price points can
be offered, increcsing financial inclusion. Finally, our customers’ needs and circumstances are often more fluid than those

of consumers served by mainstream providers, requiring us to provide a more ilexible approach.

Our customers’ typical characteristics

Income
source

income
level

Housing

Typical
age

Credit
score

Savings

Credit cards Vehicle finance I Personal loans
Full or part-time salaried (66%) Full-time salaried (77%) Full or part-time salaried (77%)
or self-employed (16%) cr self-employed (15%) or self-employed (6%)

Earning around the national average (£30k) with core spread between £20k and £50k

20% hold o mortgage' 10% hold a mortgage! 16% hold ¢ mortgage'
46-65 years okl 36-65 years old 26-45 years old
Mid-cost/near prime Mic-cost/near prime Mid-cost/near prime

Typical customer credit scores sit between 500 and 6007

Circa half have material savings Circa half have material savings
{enough to cover emergencies or Limited savings (enough to cover emergencies or
anything unexpected) anything unexpected)

source BoxClaver survey of 3,510 non-prime consumeaers and 2,929 vanquis Bon¥ing Group custornoers, Decembear 2018
1 The mortgageo holders” data was sourced from internal customer data,
2 Customer credit scores based on TransUnion Gouge 2 score.

Read our market overview on pages 18 to 19
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vanguis Banking Group at a glance continued

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

The starting point on this journey is Vanquis Bank, which, through its banking licence, will provide the anchor from which we can
fund lending opportunities across the whole Group.

How our business has transformed Where the business is now

Over the last few years, the Group has repesitioned itself Today, our business is fully repositioned in the mid-cost
towards the mid-cost and near-prime parts of the market, and near-prime parts of the market. The business is
which has resulted in the Group’s credit risk more than pursuing a customer-led strategy, with a fully embedded
halving. The repositioning has involved closing down our Purpose and Mission, which will build on our increasingly
Consumer Credit Division (CCD) in 2021 and focusing on digital foundations to deliver attractive and sustainable
lower risk customers. We have also sought to diversify our returns to shareholders over the medium term.

product offering, and thereby our credit risk profile further,
through the launch of our personal loans and second
charge mortgage businesses.

Our owards

Subrrutted for Bast Marketing Campaign Shurtlisted in the Social, Sustainable and winner of tha Credit Builder Ca-d Pravider

and Changing Lives in tho Community at Rraponsible Bonking catogory at Tha Bankoer of the Yoar award gt the Moneyfacts

The Card and Payments Awards 2022 Innovation in Digitad Banking Awards for the Consumer Awards 2021
LOGEOX parmmship
Reod more abeut our awards ot www.vanquisbankinggroup.com/media/awards/

Market overview Market composition
we specialise in supporting the one in five adults (101012 There are three main categories of products
million people) in the UK, in the mid-cost and near-prirme inour market:

segments of the market, who are not well served by
mainstream lenders. These consumers’ needs and
circumstances typicolly chonge over time, resulting - secured loans, where an asset is used os security
in the market being relatively fluid; circa 1 to 2 million for the loan; and

consumers move in and cut of the markst each year.

- revelving credit accounts, including credit cards;

- unsecured loans, including personal loans.
Read cur market overview on pages 1810 i9
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Investment case

We operate in

growing addressable markets

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

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

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

In aggregate cur addressable market is 13.6m customers. We also recently
launched a pilot phase for a new secured product strategy of second charge
mortgages.

We have a Purpose-driven strategic Blueptrint,
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 our business playsin the lives
of our customers. It alsc sets out the strategic focus and key priorities that
will drive oth competitive advantage and commercial success for the whole
Group. From our recent colleague survey 83% of colleagues care about the
future of Vanquis Banking Group.

We have a customer-centric, respaonsible culture

While our custorners share many similarities with mainstream credit
customaers, there are important differences arising from their individual
circumstances. Qur customers need d tailored approach and o wider range
of suitable and sustainable credit solutions to best serve their needs. We aim
to put the customer on the tearm. 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

vanquis 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 our customers have the products they need from us. This allows us

to target more effectively our approach to marketing and spend; to tailor new
products and services specifically for our customers and to help our 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 customer-centric businesses with attractive returns, which aligns
an appropriate capital structure with the Group’s dividend policy ond 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 maore on
pages 18 to 19

83%

Read more on
pages 22 to 23

New IT
platform

Read more on
pages 18to 23

New products
and services

Read more on
pages 20 to 21

c.40%

Read mora on
pages 38 10 48
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Chairman’s statement

We are a specialist banking group

focused on the mid-cost
and near-prime sectors

66

2027 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

I am delighted to introduce our Annuai 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 could not access services
offered by tragitional 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 previous cerporate name to ne longer represent the
Group's interests accuratety.

2022 was a transformational year for the Group as its

sought to cement itself as o leading specialist banking group
focused on underserved markets. The Board and executive
managemeant team buift on the strategic accompiishments
of 2021 to deliver a new governance structure for the Bank
and new funding opportunities across the Group wiih

the large exposure waiver from the Prudenticl Regulation
Authority (PRA).

CEQ succession

In January 2023, we announced that Malcolm Le May will

be standing down mid-year anc will be succeedead by lan
Mclaughlin as Group Chief Executive Officer (CFO), subject to
regulatory approval. Further information on lan is available
in the Nomination Committee Report at page 95. | cannot
overstate the contripution that Malcolm has mada to the
Group over the last nine years, initially as an Independent
Non-Executive Director and subseguently as Executive
Chairman and, for the last five years, os Group CEQ.

Mcilcolm 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 specialist banking group focused on customers in
the mid-cost and near-prime parts of the market On behalf
of myself and the Board, we could not be more grateful for

his caentribution.

Governance

The primary responsibility of the Board is the effective
oversight of the Group and to determine its strategic direction
and objectives. We remain committed 1o the highest possible
standards of corporate governance and to delivering long-term,
sustainable shoreholder value. In February, we announced
the substantial alignment of the Vanguis Bank and Group
Beoards 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
significant milestone towards our stated strategy of becoming
a fully-fledged specialist banking group.

Shareholders

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

6 Vanguis Banking Group plc Annual Report and Financial Statements 2022




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

Our people

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

In April 2022, Fiona Anderson joined us as the new Managing
Cirector of Cards bring/ng with her a wealth of significant
experience across credit cards and personal banking from
senior roles 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, Melanie Barnett joined the Group’s Board as General
Counsel and Company Secretary, having served as Deputy
General Counsel for twe 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 o member of the Group's Executive
Committee. Nicola has been with the Group since 2018 and
has held as series of senior HR roles and was most recently

HR Director for Vanguis Bank. Nicola has already introduced o
number of new initictives and has led the efforts to harmonise
the Group's approach to HR.

Outlook

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

The provision of credit and support to cur customers will
remain our primary focus, enabling us to deliver our sccial
purpose and strategic pillars (page 21), whilst also enabling
us to generate long-term attractive and sustainable returns
to our shareholders. Of course, this will see us continuing to
provide support to our customers as we all navigate our way
through the current macroeconomic 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 onnounced second charge mortgaoge
product pilot, as well as potential new lending products. This
clear strategic ambition is underpinned by a strong and liquid
balance sheet and an aligned governance and harmonised
risk monagement framewaork.

Patrick Snowball
Chairman
30 March 2023

Read more in cur Sustainobility Report at
www.vonguisbankinggroup.comysustainabitity/
sustainability-report-2022

Delivering
positive change

Throughout 2022, the Board has engaged with
management on an ongoing basis to ensure that
the Group continues to maintain a strong focus on
the environmental, social and governance (ESG)
agenda. Through the updates that hava been
provided to the Board during the year and by the
engagement that takes place with management via
the Customer, Culture and Ethics {CCE) Committee,
| have been pleased with the progress that hos 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 ta make progress in delivering
on its net zero cmbitions.

Our new Foundation

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

School uniform project

The Group has started work on

new project that will become a key
Foundation activity, and launched o
free school uniform scheme to help
families with the cost of living crisis in
Bradford, Liverpocel, Manchester and
Blackpool. The Group has allocated
£100,000 of funding to longstanding
comrmunity 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 Culture, Growth
and Sustainability, and Customer and Community.

Vanquis Banking Group plc Anrual Report and Financial Statements 2022 7
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Chief Executive Officer’s review

Well positioned to support customers and

deliver sustainable
growth to shareholders

66

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

Malcolm Le May
Chief Executive Officer

Introduction

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

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

by 170%, illustrating 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 over to my successor, lan Mclaughlin, during
the summer, subject to regutatory approval.  am immensely
proud to have been invalved with the Group for the past nine
vears, firstly as an Independent Non-Executive Director and
Executive Chairman, before bacoming CEO five years ago. |
believe it to be o fantastic organisation with a real sense of
purpose and of how we can best serve our custorners on their
path to a better financial future. Twould like to wish everyons
across the Group, and lan when he joins, alt 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
£10.Im (2021: £142.2m) reflecting higher central cost iterns
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. Whilst total income remained
stable relative to 2021, volume growth led to higher impairment
charges year-on-year, and the continued investmentin the
Group's IT, Operations and Change & Transformation agenda
inflated costs relative to 2021

Group central costs increased to £30m (2021: £18m) during the
period reflecting the roll out of the shared services model,
transformation & chonge spend increased to £35m (2021 £8m)
ond additionol bond interest payments of £10m (2021 £nil), which
inciudes the first full 12 months of Tier 2 interest. This strategic
investment and centralisation of functions is designed to make
the Group's future cost base more scalable and better able to
capture the benefits of operational leverage. The investments
are also designed to enhance the Group's strategic competitive
positioning through new IT platforms and improved customer
journeys. Total Group costs of £288m (2021 £284m) were within
the indicated range given with the H1'22 results.

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

a result, the Group had 1,675k customers (202 1,655K) ot the end
of 31 December. The Group sow positive momentum in s loan
books during the second half of the year, particularly in vehicle
finance and perscnal loans and, as aresult, total receivables
stood at £1.804m (2021 £1,678m) at the end of December,

8 vanquis Banking Group plc Annual Report and Finoncial Statements 2022




At the 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 equatesto a
surplus of £284m (2021: £344m) pre C-SREP release of capital
above the Group's TCR and regulatory combined buffer.

Group name change

Iresent yaus, the Group bus ovolvod how, und Lo which
customers, it provides credit. This has resulted in credit quality
across the Group improving significantly, as illustrated by the
Group's current average credit risk profile more than halving
since 2018 During 202), the Group's evelution 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 cperations in
the mid-cost and near-prime parts of the market. Accordingly,
the Group decided to change its name to Yanquis Banking
Group ple inrecaognition of its new and future mix of lending
preducts and its repositioning s a specialist banking group.
The change of name from Provident Financial plc to Vanquis
Banking Group plc became effective on 2 March 2023 and

the Group's stock ticker on the LSE 13 now VANQ.

Product update

In January 2022, the Group announced that it hod launched ¢
pilot phase for a personal loans business. Then, with the HI'22
results, it announced that the personal loans business would be
taken forward as @ separately reported product. Since launch,
the business has performed extrernely well and has grown its
receivables to approximately £76m as of 31 December 2022 and
grown its customer numbers to appraoximately 34k. This progress
llustrates 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
phase for a new secured product offering of second charge
mortgages. During the pilot phase, the Group will acquire existing
second charge mortgage loans on a forward flow basis and will
recognise the loans on its balance sheet as customer receivables.
f the pilot phase is successful, the Group intends to start to
originate its own flow of new loans directly to new and existing
customers The secend charge mortgage market in the UKis a
large and growing market, estimated at approximately £1.3bn and
growing by between 16% and 17% per annum (Source' LEK). Second
charge mortgages have the potential to improve customer
outcomes and to promote financial inclusion, consistent with the
Croup's Purpose and Mission, whilst enabling the Group to provide
attractive and sustainable returns to its shareholders.

Updated capital requirements

Shortly after the pericd end, the Group was notified that

the Prudential Regulation Authority (PRAY had concluded its
Capital Supervisary Review Process (C-SREF) of the Group's
capital requirements, based on the Internal Capital Adeguacy
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 11.9%. Including the
current regulatory combined buffers of 3.5% {capital conservation
buffer of 2.5% and countercyclical buffer of 1.0%), the Group's
overall capital requirernent has reduced by 6.4% from 21.8% to
15.4%, which excludes confidential and management buffers.

The reduction in capital requirements 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 November 2022,
enabling the use of retail deposit funding across the Group.

Environmental, Social and Corporate

Governance (ESG)

During the course of 2022, the Group redefined its Mission and
refreshed its Strategic Priorities. Vanquis Banking Group will
work towards its Mission by focusing on the three Strategic
Pricrities of People and Culture, Custemers and Community,
and Growth and Sustainability. For further details of our
approach to managing and reporting our ESG performance,
please refer to our 2022 Sustainability Report.

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

The Group remains commiltted 16 investing in the communifes
in which it operates and to do this is launching the Vanguis
Banking Group Foundation in May 2023, This will aim t©
improve the lives of children and young people by providing
them with access to education, socicl and financial inclusion,
and economic development opportunities. in 2022, Vanquis
Banking Group storted work on a new project to help families
with the cost-of-living crisis in Bradford, Liverpocl, Manchester
and Blackpool. Working with longstanding community
partnars 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

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

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

The Group plans to accelerate its receivables growth

during Y23 versus FY'22, notwithstanding the challenging
macrosconomic backdrop, supported by its strong cormpetitive
position, well capitalised balance sheet and access to retalt
deposit funding. The Group also plans to deliver a stable NIM
profile in FY'23 versus FY'22 as more expensive legacy funding is
replaced by lower cost retail deposit funding

In order to achieve suslainable growth in the future, the Group
witl continue to invest in its technological capabilities and
plans to invest a similar amount in FY'23 as it did in FY'22in
areas such ¢s its new IT platforms and enhancements 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 loan 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 inflation at present.

The Board remains committed to delivering attractive and
sustainable returns to its shareholders aver the medium-term.
This is predicated upon the Group’s solid foundations which
includes a customer-led digital strategy to offer a diverse
and inclusive range of products and a strong well-capitalised
balonce sheet. The Group’s capital management framework
includes o CET! ratio targst of €.20% overtime {prior to any
optimisation of the capital stack), strong organic receivables
growth, a progressive dividend palicy with a pay-out ratio

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
. B L EM £m
Interest income 486.9 4739
interest expense (58.8) {40.0)
Net interest income 4238.1 424.8
Net fee and comrmission income 44.2 57.4
Other incocme 8.4 0.4
Total income 480.7 482.6
Impairment charges (86.) (50.4)
Risk-adjusted income 414.6 4322

Operating costs (288.0)  {(264.4)

Adjusted profit before tax —

continuing operations 126.6 167.8
Amortisation of acquisition intangibles (7.5} (7.5)
[xceptional iterns — continuing operations (9.0) (181)

Statutory profit before tax —

continuing cperaticns no.a 1422
Loss for discontinued operations (10.7) (1281)
Group profit before tax 99.4 41
Tax — continuing operations (27.8) (7.8)
Tax — discontinued aperations 5.8 (2886)
prafit/ (loss) after tax 77.4 (321)

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

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

In line with these changss, the Group has implemented updated
alternative performance measusres (APMs). The changes

to 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

Detalled 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 strong 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 transfarmation
programme, together with higher impairments, deflated
adjusted profit before tax by £41.2r. The Group continued to
release Covid-19-related impairment provisions no longer
required, and underlying assst quality remained high with
delinquency trends rernaining stable. The Group's statutory
profit before tax frem continuing operations, including
amortisation of acquisition intangibles and exceptional

items, was £1101m (2021, £142.2m). Including CCD discontinued
operations, the Group profit before tax was £99.4m (2021 £4.1m)

An exceptional cost of £8.0m was recognised in 2022,
This includes:

- corporcte costs incurred centrally (£3.8m);
- additional Scheme costs (F3.7m); and
- redundancy costs (£15m).

This compares Lo an exceptional cost in 2021 of £18.0m as

& result of: (i) corporate costs including CCD closure (£11.6m);
(i) cCD scheme of Arrangement costs (£6.0rm); and (i) costs
in respect of the redemption of bonds (£3.9m), offset by

a pension credit (£2.3m),

Discontinued operations

Discontinued operations represent the home credit and
Satsurma loans businesses within the CCD, which met the
criteria for classifying as discontinued operotions in 2021
following the decision to withdraw from the home credit
and high-cost shart-term credit markets entirely and close
those businesses. Discontinued cperations reported d joss
after tax of £4.9m (2021 loss after tax of £166.7m) reflecting
the costs incurred as the business is wound up and interest
arising during the first half of the year; this was partly offset
by provision releases of £4.6m no longer required.

Earnings per share {(EPS)

The £108.5m increase in the Group's profit after tax has
resulted from a £161.8m 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 a 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 continuing operations decreased
from S7.5p per shars in 2021 to 38.7p in 2022,

Asset yield

Assét yield represents interest incorne as a percentage of
grass receivables. Interest income was £486.8m in 2022, an
increase of 2.7% from 2021 (2021 £473.9m). Credit card assat
yield improved from 23.8% in 2021 to 25.0%, reflecting the
combination of higher interest incorme and tower average
balances. In vehicle finance, the asset yield has increased
from 20.5% in 2021 to 21.4% in 2022, reflecting the lower growth
in average gross receivables as aresult of the timing of new
business volumes being weighted to the second half of the
year Personal loans assat yield has reduced frorm 281% in 2021
to 257% 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 Scherme with
additional incentives for Small and Mediurm-sized Enterprises
(TFSME) in Vanquis Bank, cormbined with non-bank graug
funding through bonds and bank berrowings. The funding
cost increased from £49.0m in 2021 to £568.8m 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 moved upwards, particularly towards the end of the
year. This rising rate envirenment has impacted on the Group's
funding cost. In addition, there is an increase due to the full
yedar impact of the Tier 2 debt capital raised in 2021,

Net interest margin (NiM)

The Group's NIM, net interest income as g 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 increcsed funding costs.
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Chief Finance Officer's review continued

Group total Costiincome ratio —
capital ratio continuing operations
(%) (%)

40.6% 37.65% 54.8% h9.9%

ped] 2z 2t 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 202] to 3.2% in 2022. Both yeors benefited from o
release of impairment provisions no longer required in credit
cards, which wers built up during 2020 following the cnset

of Covid-12. whilst there has been further releases in 2022
these were lower than in 2021, resulting in a higher impairment
charge this year.

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

in credit cards, are the predominant reasons for release

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

The vehicle finance impairment coverage ratio has increasad
from 30% at December 2021 to 34% at December 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
frorm 20.8% in 2021 to 20.3% in 2022 as o result of higher
impairment charges parily offset by growth in the asset yield
of the book which has improved by 1.1%.

Costiincome ratio

1he costincome ratio has increased from 54.8% in 202i to 58.9%
in 2022 as a result of the continued investment in the Group's
transformation programme during a period when total income
has remained broadly in line year-on-year. The temporary
inflation of the cost base includes the additional investment

to continue a significant transformation programmea including
the 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
£77m year-on-year. The decredse in RORE reflects the lower
continuing adjusted PBT in 2022

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

Adjusted RORE ~ Receivables —~
continuing operations continuing operations
(%) {gbnj

32.3% 22 .29 £1.7bn £1.9bn

2 22 2 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 o 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 September 2022, this brings
the total proposed ordinary dividend to be paid in respect of
the financial year ended 31 December 2022 to 15.3p per share.

Tax

The tax charge tor 2022 represents an effective tax rats of

25 2% (2021 5.3%) on profit befare tax which results in a tax
charge of £27.8m being recognised in the year for continuing
operations (2021 £7.6m) 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 items from continuing operations generating
a tax credit of £0.2m (2021 tax credit of £15.3m), and

- the mainstream corpordtion tax rate of 19.0% on the
amortisation of acquisition intangibles generating o 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 carporction tax surcharge
of £8.4rm (2021: £12,2rm);

- ancdverse impact of £3.2m (2021 £nil) of revaluing
deterred 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 corporation
tax surcharge rate from 8% to 3% and incredase the bank
corporation tax allowoncs, being the threshold below
which banking profits are not subject to the surcharge,
from £25m to £100m. In 2021, the revaluation of deferred tax
assets and liabilities for the increase in the mainstream
corparation tax rats from 19.0% to 25 0% with effect from
1 Aprii 2023 gave rise to ¢ beneficial impact on the tax
charge of £5.0m;

— the bensficial impact of tax losses of discontinued
operations being surrendered as group relief 1o continuing
operations at a discounted price which gives rise to g tax
credit of £3.3m (2021 tax credit of £6.5m);

- anadverse impact of £0.89m in respect of non-deductible
axpenses, principally exceptional project related costs
(2021 adverse impact of £05m);
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- the bensficial impact of adjustments in respect of prior
years of £3.6m (2021: adverse impact of £0.5m) which
comprise c release of £4.4m following the agreement
of historic tax liabilities net of a tax charge of £F0.8min
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
schomae awards;

- anadverse impact of £1.0m (2021 beneficial impact of
£7.8m) related to prior year transfer pricing adjustments
petweean continuing and discontinued operations, as
well as adjustments related 1o prior year tax losses of
the discontinued operation which were surrendered as
group relief to the continuing Gperation at a discounted
price; and

- in 2021, the beneficial impact of the release of the
exceptional complaints provision in CGD following the
implementation of the Scheme of Arrangement which
was taxable in discontinued operations but wihich on
consolidation was recognised in continuing aperations.

Summarised balance sheet

2022 2021
B o o N £m £

Assets
Cash and balances at central banks 464.9 77
Amounts receivable from custormerg' 1,896.1 18777
Pension asset 30,7 Nn2.2
Goodwill and other intangibles 134.56 1235
Cther gssets 129.6 938
Discontinued operations - 03

2,655.8 27253

Liabilities

Retail deposits 1,100.6 10185

Bank and other borrowings’ 815.4 84562

Trade and other payables 62.6 771

Other liabilities 69.8 1215

Discontinued operations 0.2 31.8
2,048.6 20941

1 Amounts recaivable from customers in 2022 are presented net of £78m
fair value adjustment for portfolio hedged nsk Underlying receivables
from customers are £1,8040m (2021: El,F}‘,'?,?rn)

2 Bank and other borrowings in 2022 are presented nei of £4 6m foir value
adjustmant for hadged risk. Underlying hank and other borrowings are
£820 0m (2021 £845 2m).

Coverage ratios

Credit cards Vehicle finance
33 34%
30%
25% pay,
19%
H221 HI'22 K222 H22; -H1'22 H2’22’

Assets have decreosed by 3% to £2,65% 8m driven by the

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

the markets following the mini budget anncuncement

in September 2022, and cash balances reflecting more
normalised levels of liguidity following steps taken to increcse
liquidity resources in response 1o Covid-18 in 2020. This was
offset by the 13% growth in the receivables book. The growth
in lhe receivables book during 2022 has also diiven Le
atilisation of cash from operating activities.

The pension asset has reduced from £112.2m at the end of 2021
to £30.7m at the end of 2022, liabilities reduced by 38% as the
discount rate increased from 1.85% to 4.80% and long-term
inflation reduced from 3.40% t0 3.25%. This was offset by
reducing asset values which fell by 42% due to the significant
fall in the value in liability driven investmeants which change in
value in line with fong-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.

Liabilities have decreased by 2% to £2,048.6m. Retail
deposits increased by 8%, offset by non-bank group funding
decreasing by 4% as the Group took the decision to early
repay the revolving credit facility in March 2022

Amounts receivable from customers

- Group ameunts receivable from customers increased
by £226.3m (13.5%) in the year from £1677.7m in 202) 10
£1,8904.0m in 2022,

- Credit card receivables increased Dy 1L1% to £1,181.6m
(2021 £1,063.4m) as a result of higher customer spending,
with spend per active customer approximatsly 6% higher
year-on-year combined with higher customer bookings
and payments remaining stable.

- Vehicle finance receivables exhibited strong growth and
increased by 10.2% to £646.1m (2021: £586.2m) largely as
a result of continued portfelio growth and its competitive
advantage to draw upon the Group's capital and funding.

—  Personal loans recelvables increased by £48.2m to £76.3m
{2021 £281m) reflecting continued growth following
the successful launch of the pilot during the second
half of 2021.

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

Personal loans Group

27%  27T%
24%

17%

13%
1%

H2'21 HI2z H223 H221 HI22 H222
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Chief Finance Officer’s review continued

Liquidity and funding

Historically, the Group's funding strategy was to maintain
sufficient availabie tunds ond committed facilities to pre-fund
the Group’'s liquidity and funding requirements for at least the
next 12 months. On 1 Novermber 2022, the Group received notice
from the PRA that it has aoppraved the Group's application

for a Core UK Group large exposure waiver which will enable
Monsybarn Nol timited, the Group’s vehicle finance subsidiary,
to access retail deposit funding via vanguis Bank with
immediate effect. This enables the transition to a traditional
bank funding medel in which the Group maintdins access to
diversified sources of funding corprising: (i) retail deposits;

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

(i) liquidity and funding facilities at the Bank of England;

and (iv) access to wholesale market funding and debt

capital via its EMTN pregromme.

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

~ Inline with the Grodp's strategy to reduce its reliance
on revolving credit facilities (RCF) ais o 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 Vanguis Bank.

~  The £70m ioan from Vanguis Bank to Vanquis Banking
Group plc was repaid on 30 June 2022, ahead of its
contractual matunty.

- Vanguis Bank extended a £70m loan to Moneybarn
under the existing Large Exposure [Imit on 30 June 2022
(that was not waiver dependent).

- The Group completed the annua! update of the Euro
Medium-Term Note (EMTN) programme in Ociober 2022,

- Tha Group received approval from the Prudential
Regulation Authority (PRA) of a Core UK Group waiver
1o allow the use of retail deposits held ot Vanguis Bank
1o fund Moneybarn Nol Limited.

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

(2021: £1,8637m), including £20.2m (2021 £17.7m) of interest
accrued on borrowings and short-term overdrafts, but net of
£4.3m (2021 £6.8m) of amortising fees and £4 &m {2021 £nil}
fair value adjustment for hedged risk. Vanquis Bank accepts
retail deposits and, at 31 December 2022, had retail deposit
funding of £1,100.6m (2021 £1,018 Sm). The Bank's retail deposit
offering performed well 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 to
lending and liquidity requirements,

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

14

The Group manages its liquidity In line with internal and
regulatory requirements, and at least annually assesses the
robustness of the liquidity requirernents as part of the Grouprs
internal tiquidity Adeguacy Assessment Process (ILAAP).

The Group uses o number of measures to manage liquidity,
These include:

-~ the Overall Liquidity Adeguacy Rule [OLAR), which is
Vanguis Bank's view of the liquidity needs as set out in
the Internal Liquidity Adequacy Assessment Process
{(ILAAP) ait the Vanquis Bank solo level Liquid resources
must he maintained above the OLAR. The Groupisin the
process of enhancing the ILAAP to include a consolidated
Group OLAR; and

- the liquidity coverage ratio (LCR], which is a regulatory
medasure that assesses net 30-day cash outflows as
a proportion of high-guality ligquid assets (HGQLA).

As at 31 December 2022, the HQLA amountsd to £420.5m
{2021 £414.8m). HQLA have been in significant surplus 1o the
minimum regulatory requirements throughout 2022 Vanguis
Bank currently holds its liquid assets buffer, including other
liguid resources, solely in ¢ Bank of England reserve account.
As at 31 December 2022, the Group, on 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 on a
consolidated basis, as a group containing an authonsed bank
(vanquis Bank Limited) The FRA sets requirements for Vanduis
Bank as an individual entity and the consolidated Group in
respect of capital adequacy, liguidity and large exposures.

The Group’s regulatory capitat currently consists of CETI and
Tier 2 debt capital. CETI comprises shareholders’ funds, after
adding back the iFRS 9 transitionai adjustment, and deducting
the defingd benefit pension asset and intangible assets
(inoiud‘mg goodwill), all of which are net of deferred tax.

At 31 December 2022, the Group's CETI ratic was 28 4%

{(2021: 29.1%) and the total capital ratio was 37.5% (2021: 40.6%).
CET1 decreased from £507m to £479m during 2022 and total
own funds decreased from £707m to £678m. The overall
decrease in regulatory capital predominantly reflects the
scheduled further unwind of the IFRS 9 transitional relief in
regulotory capital. The continuing operations of the Group
were CETI generative in 2022

The risk weighted exposures have increased by £70m year-
on-year, primarily because of lending growth in 2022 offset
somewhat by the strategic placement of excess liguidity held
by the Company with the Bank of England {via Vanguis Bank)

The leverage ratio is detined by the Capital Requirements
Regulation as Tier 1 capital divided by on and off-bolance
sheet asset exposure values, expressed as a percentage.
The UK leverage ratio framework sets a minimum ratio

of 325%. The Group’'s leverage ratio at 31 December 2022
of 21.0% (2021: 18.1%) remains comfortably above the
minimum requirement.
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Capital resources

The Group elected to phase in the impact of adopting IFRS

9 over o five-year period ending 31 December 2022, as
permitted by regulation. This was achieved by applying add
back factors of 95%, 85%, 70%, B0% and 25% for years one to
five respectively to the initial IFRS 9 transition adjustment (net
of attributable deferred tax) plus any subseguent increasa in
expeciud ciodil lossos (ecLl) in the non-crodi-impaircd book
frarn transition to the end of the reporting period. The PRA
ratified additional capital mitigation proposed by the Base!
Committee, in response tc Covid-19, with these measures
coming into force from 27 June 2020. The measures allow for
the increase in ECL in the non-credit-impaired book arising
after 31 December 2018 to be fully added back in 2020 and
2021 (the ‘guick-fix measures). This relief is then phased out
over the following three years on a straight-line basis, ending
31 December 2024 (2022: 75%, 2023: 50%, 2024: 25%).

The Group's capital headroom, at 31 December 2022, does
not include any benefit as a result of the quick fix measures
as consolidated provisions were below 21 December 2019
levels. Further information on the impact of the IFRS 9
transitional arrangements is provided in the Group's

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

31 December 3l Bccember

Copitol ano capitalresources 2022 2021,
CETI ratio 26.4% 291%
Total capital ratio 37.5% 40.6%
Leverage ratio 21.0% 18.1%
CETI £478.8m £506.5m
Tier 2 capital £200.0m £200.0m
Total regulatory capital £678.8m £708.5m
Risk-weighted expo;\;gm 77777 £1,810.8m  £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
those stipulated in the Capital Requirements Regulation (CRR).
The Group's Individual Capital Adeguacy Assessment Process
(ICAAP) includes a summary of the capital required to mitigate
the identified risks across the Group and the amount of
copital that the Group has avaitable. The Group has complied
during the year with all of the externally imposed capital
requirements. The overall capital requirement, set by the PRA,
includes both the calculated requirement derived using the
standardised approach and the additional capital derived in
conjunction with the ICAAP.

in addition, CETI capital must also cover the buffers

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

the UK Countercyclical Capital Buffer (CCyB) and the Capital
Conservation Buffer (CCoB) These apply to all firms and are
based on @ percentage of total risk-weighted exposure. The
CCoB rermnained at 2.5%, its long-term rate, throughout the
year {2021: 2.5%). The UK CCyB increased to 1% on 13 December
2022, as previously announced by the Bank ot Lngland's
Financial Policy Committee (FPC), and will further increase

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

The Group operates within a defined capital risk appetite,
with threshelds reported to and monitored by Group Board.
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.

Pillar 3 disclosures

As part of the regulatory supervision by the PRA, the Group,
consistent with other regulated financial institutions, is
required to make annual Pillar 3 disclosures which set out
inforrmation on the Group's regulatory capital, risk exposures
and risk manggement processes. A considerable amount of
the information required by the Pillar 3 disclosures is included
within the 2022 Annual Report and Financial Statements. The
Group's full Pillar 3 disclosures can be found on the Group's
website, wwwvanguisbankinggroup.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 agre 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 1o follow our Purpose of helping to put people
on a path to a better everyday life, and delivering the Mission
and Strategic Priorities that relate to our people and culture,
the sustainable gFOWth of our business, and our customers

and communities, which we published in gutumn of 2022,
the Group wiil meet the needs of ali cur key stakeholders by:

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

- focusing on our People and Culture and creating o great
ploce to work where our colleaguss are empowered fo
learn, grow and succeed in an environment that is positive,
inclusive and rewarding;

- delivering Growth and Sustainability by making our
business as effective and efficient as possible so that
we cgan continue to deliver an ouUtstanding service to our
customers while at the same time keeping costs under
control and reducing our impoast on the environment; and

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

66

We help put people on a path to

a better everyday life by offering
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 o 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 Vanquis Banking Group exists, the rele

we play in the lives of our customers, and what drives our
business to continue to innovate and grow in a sustainable
way s¢ that we canresponsibly provide them with the
preducts and services thay need now and in the future.

It alse underlines our commitment to responding to the
needs of our stakeholders and managing and reporting
our £8G performance.

No poverty

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

Gender equality

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

Reduced inequalities

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

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

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

Quality education

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

Decent work and
economic growth

To support the promotion of sustained, inclusive and
sustainable economic growth, full and productive
employmeant and decent work for all by creating opportunities
for all generations 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 our net zero carbon dioxide
emissions target by 2040.

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

View: Sustainability Report at

WWW.VUnquisbclnk'\nggroup,comf

sustainability/sustainability-report-2022

Vanquis Banking Group plc Annual Report and Financlal Staterments 2022 ]7
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Market ocverview

Trends in

our market

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

we have a vita! role to play in providing
the right products, services and support
as mare consumers potentially find their
access to mainstream lending restricted
due o odverse macroecengmic
conditions, cost of living and affordability
pressures, and the continued reduced
risk gppetite from mainstream

lenders. These consumers’ needs and
circumstances typically change over
tirme, and circa 1 to 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 to ongoing
evolution.

There are three main categories
of preducts in cur market:

— Cradit Cards;

- Unsecured Loans, including personal
logns; and

— Vehicle Finonce (Hire Purchase).

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

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

- reviewing our vehicle finance
proposition, including loan sizes, terms,
APRs and assst classes. We cover cars,
motorbikes and Light Cemmercial
Vehictes (LCVs), but we aspire to
broaden this further.

We continually analyse trends in our
industry, using these insights to determine
our strategic priorities. The digital
revolution, further propelled by Covid-1g,
15 changing how customers expect to

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

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

18

Digital revolution

2 3 P9

Key trends
- Aconsumer shift in buying pattcrns

towards onhne and digital channels.

- Consumer expectations of a
frictiontess digital oxperience,

- The influx of new digital products
such as digital-first lending and
mobile banking opplications.

- Incicased demand for contactless
payment methods and the usc of
digital wallets

How we are responding

— within Vanqguis Bank, we are
investing in our mobile app and
Oigital Wallet proposition, enabling
smoother digital expericnces
for customers.

- Within Moneybarn, we have made
considerable improvements to
our customer onboarding journey.
removing friction and making the
process clearer and simpler.

=~ Thete is a programme of
ongoing channel investment
and the ransition to our new
IT Gateway platform should
cnable the unification of our
product proposition.

Annual Report reference
- Pages 26-238 Vanguis Crodit Cards

- Poges 30-32 Meneybarn
vehicle Finance

- Pages 33-35 Vanguis
Parsonal Loans

nflationary pressure

— cost of living

2 3 P4

Key trends

The UK has been cxperiencing
higheor than targoted rise in the

cost of living The Bank of England
typically targets inflation of up to

2% per annum, but CPI Inflation in
Docember 2022 stood ot 10 7% (ONS
& Bank of fngland, 15 Decembar 2027).
Inflation has beon expected to fali
in 2023, but will still likely rermain
well above targot levels.

- In particular, energy bills have risen

shorply and maoy increasc further,
fuelled by the current geo-political
situation. This is squeczing household
incomecs, including those of our
customers, as wages arc unlikaly

to keep pace

- The affordability challenges

consumers faced through

202? and centinue to face as
inflation hits hard has led some
mainstream lenders o tighten their
assessmaents, Increasing the size of
the non-prime lending market.

Customers may begin to
exporicnce difficulties in
repayments as a consaquence of
the nsing cost of living.

How we are responding
— We have significant exporicnce

in londing to customers who may
beo excluded from mainstream
lenders and caorry out specialist
offordability ond credit risk
QSECESMEnts.

- We offer products across a range
of price points, increasing financial
inclusion across the market.

- We manitor our customers’

performance and use carly warning
indicators to highlight changing
circumstances wherc tailorad
support may be required.

- We are actively reviewing and

adapting our affordability
approach to ensure our lending
rermains suitabie, affordable,
appropriaic and sustainable

Annual Report reference
- Puges163-164,182, 184,185 Cost

Of Living Accounting Judgements



Links to strategqy

1 Poople and Culture 2 Growthand sSustainability 3 customer ond Community Read mora on our Strategy on pages 22-23

Links to risks

P Finct our full list of key risks on pages 54-65

Competitive
landscape

1 2 P2

Key trend

- Anumber of competitors in our
sector have been constrained
by furding due to an inubility to
adapt to evelving regulation, thus
reducing supply in tho marker

- The higher interest rato
environment, together with
rostricted supply, has seen same
competitors passing on higher
iNTorost rates 1o customers. We
have minimised this during 2022,

How we are responding

- We hove o strong balonce sheet
and access to low-cost retaj
deposit funding through vanguis
Bank. The PRA has approved sur
application to enable us to utilise
this deposit funding more broadty
across the Group.

- We are constantly exploring
opportunities to diversity our retail
offering and continuously dzzess
our funding options

— Areduction in supply presents
an opportunity for us to meet
consumoers’ unmet credit needs in
a sustainable, suitable, appropriate
and offordable manner.

Annual Report reference
- Poges 26-29. Vanguis Credit Cards
- Poges 30-32: Moneybarn
Vehicle Finance
- Poges 33-35: Vanquis
Personal toans

Sustainability

2 3 P68 PO

Key trend

= Thore is incraasing consumor,
investor and politicol expectation
that firms will conduct their
opcrations in a sustanable mannar

Regulatory
environment

1 2 P5 P9

Key trend

- Firms need to adapt as tho
regulatory environment continues
to evolve, for exomple to the
introduction of the Consumer Duty
regulations coming inta force in
2023-2024,

- The regulators’ focus is on ensuring
all lending is sustdainablo, suitable
and affordable.

How we are responding

- W welcome increased focus
on sustainability and engage in
Corporate Responsibility, making o
positive contribzution to cur society.

— The Group reports in ing with
tha recommendations of tho
Task Force on Climate-related
Financial Disclosures (TCFD)J
enabling us to consider the
impact of climata-relate risks
and opportunitios

- We work with charties and partners
in the cormnmunities we sorve to

address issues such as debt odvice,

financial sducation and othar
consumer vulnerability maotters

Annual Repertreference
- Pages 18-17, Environmental, Social
and Governance (ESG)

- Pages 36-49. Sustainability Repart

How we are responding

- Wa support regulation that
protects consumers and maintaing
a foir and offective market. We
continually rovicw our business
modol to ensurs our products
ramcin sustainable, suitable
and offardable for customers.

- We have an ongoing transparent
dialogue with our regulators and
hove built o good relotionship
with them,

- A programme of activity
has been established to meot
the requiremcnts of the FCA's
Consumer Duty regulations coming
into force in 2023-2024. The Board
and Risk Committee are providoed
with regular updates to support
their oversight

Annual Reportreference
- Page 65 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; thoy are the
people inthe UK who at any given
tima arg looking for somathing that
mainstream lenders do not offor.

— Wo have developed tailared
products to meet their requiremaents
through a detailed understanding
of their neceds and challenges

- we carcfully assess affordability
and creditworthiness and are
speocialists in supporting customaers
in financial difficulty, promoting
financial inclusion.

- Gur CCE Committee is focuscd
on cnsuting the best outcomes
for custorners geross all our
custorner interactions.

Equity and debt investors

we sccoure long-term, fower-rate
funding through strong relationships
with our londing banks, depositors
and investors. We engoge in
discussions with our oquity anct debt
investors to understand thair nceds
and oxpeclations leading to better
outcomes over the leng term and
improving our sustoinability.

- Weinteract with debtinvestors
and sharcholders through
half-yearly results presentations,
reqular trading updatas and
management mestings.

— Our Board and ExCo raceive regular
updates from IR an market activity
and invostor sentiment.

Colleagues

Our 2,000 colleagues are critical 1o
delivering our business modesl. The
success of the Group is dependent
upon having motivated collcagues
with the right expertise and skills to
help deliver our strategy

- Weaconduct an annuagl colleague
survey to registar sentiment and
continually focus on making
improvernents for the betterment
of our colleagues.

— We have diversity and inclusion
working groups (focusing on gender,
race, disability and LGBTGH) that
meot regJlarly and focus on ensurng
the work environment is inclusive

- We offer support to colleagues
through our Employoe Assistance
Programme (EAP} and through
the provision of the Thrive cpp
to all colleagues.

Suppliers

Our suppliers are essentiul to provide
our product lines with the goods

and services required to enable us
to continue to Mmeet our customers’
needs. They play a vitalrole in our
operations se it is important that

wo dovelop strong relationships

with them.

— We have previously lounched
a new Supplicr Managaemant
Framework to engage with
supplicrs cffectively, including
havirng cxecutive sponsorship
for our key relaticnships

- Wc have signed up to the Prompt
Payment Cede and are committed
to paying the majority of our
supplicrs within 30 days.

Regulators
and government

We belisve maintaining an open,
constructive and trusting dialoguc
with pelicymakers and regulators such
as the Prudential Regulation Authority
{PRA) and tho Financial Conduct
Authority (FCA), is critical. We work
closcly with our regulators to ensure
we mest all regulatery standards

and contribute to a safe and robust
banking systerm.

— OQur application to the PRA allowang
us to use retail deposits to fund
different parts of the Group has
been approved

During tho Scheme of Arrangement,
we worked collaboratively anct
opeonly with the FCA to dehvor the
best outcome for customers.

Communities

Cur community investment stratogy
is aligned to our social purposoc

and seoks to invest in activities

and initiatives which address the key
factors that tond to reduce access
to credit. wWe have continued to work
with charitios and specialist partners
to address key barriers to social and
financial inclusion, and have played
a role in helping children, young people
and adults to boost their education.

- In 2022, we disbursed over
£260,000 in grants to 27 voluntary
organisations focusing on
incquality, exclusion, disadvantage
and mental health issues

— Our CEO is an active membaor of
the National Numeracy Leadership
Council, which aims to grow the
network of organisations and
individuals actively addressing the
issue of poor numeracy and elevate
the understanding and importance
of the issue at a national fovel

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

We respond to the needs of our stakehelders by creating a fair, inclusive and diverse workploce,
supperting our local communities, responding to climate change, treating suppliers fairly,

20

and engaging with them on ESG matters.

Read more on pages 18 and 17

Vancuis Banking Group plc Annual Report and Financial Statements 2022



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

customers manage life despite \
not being well served by

6

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
custorner circumstances
and offer forbeorance.

5

We collect payments due.

We offer many ways for customers
to pay or get in touch to discuss their
payments. We maintain frequent
customer contact and stay close to
customers through our call centres
and digital communications
(including texts, emails and

mobile app netifications), \

mainstrecm lenders.

2
We attract customers
who we can serve.

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

Customers are
at the heart
of what we do

3

We carefully assess
customer affordability
and creditworthiness.

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

likely future.

4
We lend responsibly.

We tend to lend srnaller amounts -

over shorter periods and only
lend when customers
demonstrate suitability.

Vanguis Banking Greup ple Annual Report and Financial Staterments 2022
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Strategy

Building o

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 o focus an why we are here:
to help put people on a path to a better everyday life.

Qur Vision outlines cur ambition. we imagine a world
where everyday people are able to access the financial
gservices they need from us, no matter where they are
on their journey.

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

Our three Swrategic Pillars, People and Culture, Growth
and Sustainability and Customer and Community
will drive our Mission to success. These three pillars
ensure thoat all of our decisions are aligned with our
values, stakeholder expectations, and the customers
and cormmunities that we serve. We will continue 10 be
a sustainable business and will provide the products,
services and support needed in the future in line

with our Purpose.

1 People and Culture

we have a clear Purpose that makes a positive impacton
people’s lives, Our colleagues are key to our success, so we will
focus on attracting and retaining the right people, making this
a great place to work, and having opportunities to develop in
adiverse and inclusive environment.

- We conduct on onnuo) survey to continuolly focus on making
improvements for our colleagues.

- we have diversity ond inclusion groups (gender, race,
disability and LGBTQ+) to help create an inclusive environment.

- We offer support through cur Employes Assistance
programme (EAP) and the provision of the Thrive opp.

Objectives

— Focusing on inclusion ond development to retain and attract
diverse talent that colioborates effectively in a hybrid setting.

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

Performance

- B8% collcague engagement (2021 69+%).

- 33% sonior manogement gendar diversity (2021, 27%)
- 2.0k employees number (2021 2 5k)

Progress in 2022

- Hybrid working with ¢ roturn to offices to meet colleogue
and custerner needs is working successfully.

- 'One Group' business modacl implomanted and embedded.
streamlining governance and management structures

- Revised organisational design implementad, with single shared
sorvicaes across Finance, KR, IT, Change, Risk and Operations

- Specific teams ond harmaonised role levels creatad under
Managing Directors for our Cards, Loans and Vehicle
Finance divisions

Challenges in 2022

The business hos been through significant structurel change
over the last two yeaors, including the closure of the Consumer
Cradit Division {CCE) and the implementation of 'One Group’,

- anumber of our colleagues have faced cost of living pressures
that we have supported them through, with initiatives such os
the Winter Fuel Paoyment Scherme

Focus for 2023

~ Talent ccquisition and retention.

- Motivate our colleagues to help deliver our strategic objoctives,
- Continued investment in aur Diversity and Inclusion Prograrnme

Risks

- Information and data security risk.
- Conduct risk.

- People nsk




2 Growth and Sustainability 3 Customer and Community

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

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

Capital

At December 2022, the Group had capital resources for in excess
of the overall capital requirermnent, retaining a eredit rating, an
extensive wholesale markets franchise, and a strong performance
in delst capital imunkels, providing oppor Lunities for opimising
Lhe cumposition of the Group's regularery capital it desired.

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 dealing with significant
Iite events. Short or longer-term financial difficulties can damage
custemers’ credit files, leading to thern being excluded by prime
lenders. Our services help pecple enter or re-enter the credit
market, stay in control of their finances and build up their

credit scores.

Funding

The Group has a highly liquid position, holding in excess of
£380m ocbhove liquidity coverage ratio reguirements We have
continued to deliver on a number of funding objectives: Supporting our Communities

We have continued to support our communities through our
Social Impact Programme, warking with charities and specialist
partners to address barriers to social and financial inclusion
Our assistance has taken many forms:

— inline with the Group's strategy to reduce its reliance
cn Revelving Credit Facilities (RCF) as a source of funds,
the Group took the decision to repay the RCF early on
30 March 2022 {the Group did notreguire the funding
and did not plan to renew the facility on maturity); — establishing a School Uniform fund helping more than

- the Group has placed all surplus funds on deposit with 1,000 pupils;
the Bank of England via vonquis Bank;

- the £70m loan from Vanquis Bank to Vanguis Banking Group
plc was repaid early on 30 June;

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

wodz) aibanns

- Vanquis Bank extended a £70m lean to Moneybarn
under the existing Large Exposure Limit on 3¢ June 2022
(this was not waiver dependem}; and

- the Group received approval from the Prudential Regulation

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

disbursing over £260,000 in grants to 27 voluntary
organisations focusing en inequality, exclusion, disadvontage
and rmental health.

authority {PRA) of @ Core UK Group walver to allow the

use of retail depaosits held ot Vanquis Bank Limited to

fund Moneybarn No.l Limited, enabling the transition to o
traditional bank funding model that is primarily retail funded.

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

Objectives

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

Objectives

— Building deep relationships with customers, ensuring access
to preducts, services and support through verieous channels.
- Developing technology and investing in systems

- Costefficient investment for sustainable growth and value-add

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

Performance
- L7m custornors [2021.16m)}.

Performance

- 15.3p dividend per share (2021 12p).

- 17.1% return on cquity continuing operations (2021, 25.6%),

- 37.5% total copital ratio (2021 40.6%).

— EN0.Im statutory PBT continuing operations {2021 £142 2m).
- 38.7p adjusted basic EFS continuing operations (2021 57 5p)

- £1l4m community investmeant (2021‘ £1‘4m)
4.6/5 credit cards CSat score (2021 4 7/5)
- 4.3/5 vehicle finance Feefo rating (2021, 4.4/5).

. Progress in 2022
PI‘OgI’ESS in 2022 ) Maointained existing high lovels of custorner satisfaction.
- Acceptance of our application to the PRA to use retail doposits - Continued investment in our communitics and partnerships

to fund different parts of the Group, resulting in a lower
cost of funds.

- Improving the quality of our portfolio and exiting from
high-risk scgmoents.

- Transitioning our products to a new 1T platferm {(named
Gateway) following a successtul pilot of Sunflower Loans

- Improving customer outcomes through the laounch of digital
wallets, o broader range of APRs, and the successful launch
of our near-pnime vehicle finance offering.

- Comploted customer remediation through the Scheme
of Arrangemaont.

- Broadening our propositions, including increasing the price points
for our Credit Card customers, whilst remaining cost efficient. ChQIIenges in 2022

— Rising cost of living pressurcs impacting customers’ incormes.

- Significantincreasesin the price and age of used vohicies
purchasad, due ta o limited availability of new cars.

Chqllenges in 2022
increased competition in scgments such as vehicle finance,
partially alioviated by the rising cost of SONIA (Sterling Ovarnight
Indox A\.'Dmgc) on some of our competitors,
Our customers have patentially been exposed to the cost of
living chollenges os the UK faces macrocconomic headwinds

- Increased demand for our social investmoent support,
racoghising the adverse macroeconomic environment

Focus for 2023
- Investment in community-bosed projects supporting numearccy
and litcracy.

- Continucd dovelopment of our range of propositions, reflocting
changes in consumer demands and needs.

Focus for 2023

— Investing in further growth and expansion of our core
product linos,

Having an IR Programme, communicating the Group's refreshed

strategy ard the approval of the Capital Warver. Risks
- Credilrisk.
Risks - Operational risk.

- Information and data security rigk

- Technology and IT risk. .
- Regulatory risk.

Capital risk.
- Lliquicity and furding risk - Conduct nisk
- Model risk - Business resilicnca risk.
- Peoplo risk.
- Modclrisk
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Key performance indicators

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

1 People and Culture

émployee numbers (k)

=, 2.0k

42

Colleugue engagement (%)

68%

72 gg 68

Definition

rurmber of peaple vorking for the Group at year and
under cortracts ot emptoyrment

Strategic facus

hurmber of employaes deliverg for all stakerolders,
Comment

Ermployes numbers cortirued to decrsase follewrg
the closurs of CO0D

A zeries of questions used in our colengue
engagernert survay whick datarmine the degrea 1o
which colleagues fes| they are irvested In, motivatad
by ard passiorate about the veork they do ot Vanguis
Bankirg Group

strategic focus

Coileagueas who feel argaged at work and want to
provaide therr views ar tre Grodp ard its strategy
Comment

frgagemert across our busiress hos held steady at
6% down just 17 from 2021 a positive outcoms girver
tre chalergirg year of ct arge a~d rarsformation
axpernenced throughout 2022

2 Growth and Sustainability continued

Adjusted PBT -
continuing operations (fm)
1

e £126.6m

Performance

R

12686

pefinition

adusted proft befure 1 s stoted before amortisation of acgusihanirtargiblas, dis

Statutory PBT —
continuing operations (fm)

e en0Im

Performance

R

shtinugd opLrationrs

and exceptionatite s Statutery wrofit before tads stated before discortirued operationrs

Strategic focus

Profits whick wllImpoaot orgaris nvestmert withir the Group of dividsrd poyments 1 the Group's sharetolders

Comment

Senior management gender diversity (%)

33%

33

27 27

20
Definition
Irmproving the gender diversity of the Group’s serior
maragestiert populatior which s defined us all
farnals colleagues with [oby lovel 14 and above
Strategic focus

Delivericg a more equal irclusive ord dverse
workplace, and supportirg HM Treasury s Warmen in
Finance Crarter to improve gerder diversity ir seejor
positior s withier the GraroKl services sector
Comment

Thraughout 2022 we bave cortnued (o driva aciors
to support delivenng o better gerdar balance ir
sepior lgadership ard the ochigvement of our 40%
targe’ by Dacember 2024

2

Adjusted basic EPS —

continuing operations (p) R
575
= 38.7p
n7 Parformance

Definition

Adusted PRI for cotiruing opsratiors divid=d by
the weighted cyerage runber of shares in 1ssue
Strategic facus

Demorstrates value gererated per shareholder

Ad usted profit bos reduced by £412m ard statutary profit by £32 Irm Whirst tatal ircome remoired stanle relatve to 2021, volume growth led to higher impairmsant erarges
yaar-or-yeas, ard the contirurd irvestmant i the Group's 11, Operatiors ard Change & Trarsfermation agendairfiated costs relative to 202

Adjusted ROE -
continuing operations (%}

o 170%

Performance

Definition
Ad, usted Return or EQuty (ROF) 15 dahrad os G usted
profit after tax cet of far value ganes for cortiruierg
operatiars gs a parcertags of overags eqaty Fauaity
15 stated gfter dedustifg tre Group s persior 0558t
retof deferred tux, ord tre fair valuz of denative
brarcia’ rstrumarts ret of deferred tax

Strategic tocus

Returrs or equity gerarated show Pos
the Group s dstiveneg valua for its share

ficiertly
olde

1 ROC reduned e 22 rafl
profitatility year-cr-y&ar

rg

24

Costiincome ratio -
continuing operations (%)

-
sag 99
0,
38.2 . o
Performance
FYSRIREPOLES R RNAILELLL
Definition

Ad usted arrualsed cperobng cosis o Q peroactage
ofarruahsed totalireoms far careruing cperators
strategic focus

thcioricy of the cast bose e deliverirareturrsy

i eratiois expectsd taradoca
margiraity e £ wersus FY 22 roluding e
irirg trarstarmation icvestmertn the Group's
5 Itis expectsd to cortrus to reduce
tosards our Cirea 40% target fromithe erd of 2024
orsmids 03 the Grouep berefits from operatioral
efficiercias as a result of s trarsfarnation progromime

]
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Customer receivables —
continuing operations (£bn)

17 17 19
£1.9bn
Performance
Ty PP
Detinition

Amaurts recevabla from custorners 05 raported
or the balance shaet for the Group’s cortirurg
aperatiors represertrg gross recenables less
Impairmert proasor calkculatedir aceordarcs
vath FRS @

Strategic focus

amourts rerejvoble from customers ret of prowsiors
ard athar iterns

Comment

ket recersables bave ircraased motenally year-or-
year reflactirg the urdarl e g growth e lerdirg to
customers durirg the penod ard a reduchior i the
stack of provisions batd



2 Growth and Sustainability

Dividend pel‘:‘:h(;(p)

153
§ 15.3
3p
Performance
[N IR B LR RL LR
pefinition
Mwidards declared ir tho period
Strategic foeus

Dwiderd retures provizied to our skarsholders
framm e vulue gensratad by the Group Subject to
market corditions tha Group's dradecd palisy 15 to
poiy out approdrately 40% of 19 ad usted earrirgs
to stareholders

Comment

Ite Group's total drviderd of 15 3p per share
represerts growth of 20 5% year-or-year reflectirg
the strorg business performarce ard the Board's
corfidence i the outlook for the Group ardits
capital strengt

CETI t _% |
ratio (%) R
342

" 26.4%

Performance

20 21 22
Definition
IFarato of the Group's Commar Egquity Ter (G0

to tre Sroup’s rsk-wsighted assets maasared ir
aecordares with the Copital Requireme: ts Rat o ([CRKL
Strategic focus

Dermorstiates the Group's abilty 1o wattstand
firaneial distress

Comment

CHratiotas decreased mtre year reflecticg tre
scheduled urvind of the FRS trarsinaral relief ard an
10CME056 I nsk-wa ghted exposures (prmaonly amourts
recevabls from customers) partly offset by the
urdarlyirg profit excludieg discontie ued operat uns

Fund:g headroom (£m)

2802

£144.9m

Performance

143.7 114 2

Definition

Available cask sesenves and furding on comimtted
facilities to furd the ror-bark group busi essas
Strategic focus

Demanstrates hguidity irmmediately avadlable to furd
the ror-bark graup

Comment

turcieg Peodroam has decreased dus to utls
oi casb surpluses at the stort of the year followirg
theissuance of F200m of Ter 2 debt capital ir 2021
Furthermors, Vorquis Bank Lmited has sigmficant
levels of hguidity and followirg the approval of the
Care UK Group waisarie kovernber 2322 car now
furd otter parts of the Group

Total capital ratio (%) - R
406
342 375 o
37.5%
Performance

20 21 22

Definition
It& rato of the Group's total re
{owwn turds) to the Groups nsl

gulotory copral
eigQhted assats
measurad in accordarce waith the CRR

Strategic focus

Demanstrates the Group's caility to withstord
fiearaial distress and the ability to tacihtate future
growth o risk-waightad assets

Comment

Total capital ratio decreased e e year reflectirg
the sehedided urwird of the IFRS transiioral
relisf ard ar irersase e isk-weighted exposures
(pnmurlly amourts recerabls from cusmmers)
partly offset by the underlying profit excluding
discorbruedoperations

3 Customer and Community

Customer satisfaction

46 47 16

Creditcards

4.6

Csat score (out of 5)

Vehicle finance

4.3

Feefo rating (out of 5)

Strategic focus

Demaorstrates baw happy aur custormers ars with the service tray are recerirg

Comment
Custornsars participatiegir tha custamear surye;
the service beirg provided

Fave cortirued to demarstrate they are sausfied ath
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Key

Certain alternative
performcnce meqasures
{APMs) have been used
i Lhis repun L

See pages 229 to 234 for
an expfanaticn of their
relevance, definition and
methed of calculation

R links to remuneration

Read more on pages M9 10 151

Adjusted RORE —
continuing operations (%) R

“ 22.2%

Performance

Definition

Ad usted Reture or Required Equit, (ROR) 15 dafired
a5 acd usted profit after taxd for cornrurg operations
divided by the Group s marthly avarags PRA regalatory
capral reguiremeact ieciudirg PRA butfars far

the pencd

Strategic focus

Demanstrates Fow well the Group's retures are
Feirvested archis arrdicater of its growth putertial

Cemment
Tee ad usted ROR[ reduced ir | ¥ 22 refiectirg
e red d profitabilkity yeor-or-year

Community investment {(Em)

12 ra 14

£1.4m

20 2]

Detiniticn

The cast cost of cortibutiors provided to commurity
proectsar cranties

Strategic focus

Investments ir the commurties we serve (o Improv
our custormsrs ives

Comment

Ite Group has mairtained the amaurt that 15
irvested ir the communities it serves at 2021 lavels
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Credit Card Division

Credit cards

The Group’s credit card business, Vanguis
Bank, has been operating since 2003 and

has been the largest part of the Group, on

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

Fiona Anderson
Managing Director — Cards

Market characteristics

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

~  Compgetition in the market remains stable with key
competitors inciuding Capital Cne, NewDay own-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
to reach significant scale.

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

Market appeual

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

— There is an ongoing customer relationship os credit cards
have everyday ulility os a means of transacting.

- Credit cards are growing in importance as a means
of transacting given the additiona! protections credit
cards provide to consumers {through section 75
of the Consumer Credit Act).

Modet
- Credit card providers typically offer low initial limits
and grow these respansibly thiough credit lineg increases.

- Consumers are predominanily acquired enline, with
affiliates (e.g. ClearScore, Totally Money, etc.) becoming
increasingly used by consumers who want guaranteed
dceeptance before applying. Mobile apps have become
the principal way to manage an account.

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

Number of active

credit card consumers 8.03m 813m
in our target

addressable market*

9.0%

vanguis share Vanquis
share
5% 0%
Dec Dec
21 22

- Intoernal analysis of our target
addressable market basad
on TronsUnion data,
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Credit cards - financial performance

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

by new customer acquisition and spend

The Group's credit card business reported adjusted PBT
for the year of £178.56m (2021 £173.6m) which was a result

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

New customer bookings for the period were 225k (20211 199k)
reflecting anincreased emphasis on customer acquisition
initigtives and above the line marketing efforts. The total
number of custemers ot the end of December stood at

1.54m (2021:1.54m).

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

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

% to £1,182m (2021 £1,063m).

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

| 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 Vanguis 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
I know full well | can pay it off

and in a sensible time frame.

Ollie
Teacher

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

— Shortly after the pericd end, vanguis Bank won 'Best
Benefits or Loyalty Scheme’ and ‘Best Customer Service’
at thie Card und Payment awards ond L also won the
‘Changing Lives in the Community Award”.

Credit card KPIs

23.8% 29-0%

2] 0.3% 13%
22

Asset yield Cost of risk
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Credit Card Division continued

Credit cards - financial performance continued

The Group's credit card business is a leading specialist lender
in the large and established credit card market with strong
capital and liguidity positions. For FY'22, the business reported
adjusted profit before tax of £17785m (2021 £173.9m) and
receivables at the end of the period of approximately £1,182m
{2021 £1,063m). Shortly after the period end, Vanguis Bank
won ‘Best Benefits or Loyalty Scheme’ and 'Best Customear
Service’ at the Card and Payment Awards and it also won the
‘Changing Lives in the Community Award’,

New custamer bookings tor the year were 225k, upr from 198k

in 2021, as o resull of new customer acguisition inftiatives
including g broader range of price points and improved
Balance Transfer offerings. Credit card customer numbers
were broadly flar at 1,541k as of December (2021 1,541k) versus
a decline the year befare. Active customer numbers, defined
as custorners with octivity on thelr cord in the lost month, were
1,221k (2021:1,266k).

During 2022, credit line increases amounting to approximately
£318m (202]: £170m) were issued to customers as part of
Management's strategy to rebuifd the loan book on a
prudent basis whilst supporting custormers’ additional credit
requirements. At the end of December, the average utitisation
rate was approximately 48%, which remains below levels sgen
pre-Covia-19. The business has launched several initiatives
already designed to improve the utilisation rate including the
launch of Androld Wallet during H2'22. Receivablas ended the
period at £1,182m (2021 £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 2021 There was an
improvernent in the asset yield to 25 0% (2021 23.8%), which
reflects the combination of higher interest income and lower
average balances year-on-year.

Funding costs decreased to £22.4m during the year, versus
£24.8m in 202, reflecting lower retall deposit balances held
year-on-year, as the amount of deposits held was normalised
post-Covid-18 Net fee and commission income reduced

in FY'22 to £44.2rm (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 to
produce o risk-adjusted margin which was fiat year-on-year
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 arrangaments and some centralisation
of functional costs.

28

The credit card business grew its loan book by 1% during 2022,
the highest level of growth since 2017, and it has rmaintained
its strong capital and liquidity positions. It rernains focused on
enhancing its customer 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 sirategic ambitions which include
growing its customer numbers and balances in ¢ sustainable
way and providing an enhanced digital experience.

12 months endedd 3l Docember

2022 2021

o _fEm .. Em _Chonge
Total customer numibers (*000) 1,541 1,54) -%
Active customer numbers {'000) 1,224 1,266 (3.6%)
period-end receivables 1,182 1063 W2%
Average ¢ross receivables' 1,332 1,379 (3.4%)
Interest incorme 333.2 3288 13%
interest expense (22.4) (249) (10.0%)
Net interest income 3108 3039 2.3%
Net tee and 44.2 57.4 (23.0%)
commission income

Other income 51 04 1175.0%
Total income 3601 3617 (0.4%)
impairment chaorges (18.8) (3.7) 354 1%
Risk-adjusted income 343.3 3580 {41%)
Operating ¢costs (164.8) (1843) (105%)
Adjusted profit betore tax? 785 1739 26%
Annudalised asset yield® 25,0% 238% 12%
annualised cost of risk* (1.3%) {0.3%) (.05}
Annualised return on equity® 32.1% a27% (10.6%)

1 Calculated as thi average of month end gross receivables for tho
12 months ended 31 Decomber
2 Adjusted profit before taxis stated before £0.2m of exceptional radundancy
costs in 2022 and excepuonal redundaney costs of £10m in 2021
3 Interestincome as o percentage of average gross receivables for
the 13 months ended 31 Docember
4 imparment charges as a porcentage of average grass receivables
for the 13 months ended 31 December
5 adjusted profit aofter tax as a percentage of average cuity for
the 13 months ended 31 December

Certain alternative perfoermance measures (APMs) have been used
in this repaort. See pages 229 to 234 for an explanation of relevance
as well as thelr definition.

Vanguis Banking Group ple Annual Report and Financial Statements 2022



66

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.

Ollie
Teacher

Customer case study

Ollie’s story

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

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

My wife’s a teacher too at the same school, so we
didn’t move far, just far enough to find @ bigger
house for our naw family,

lfirst 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
I just use my Vanquis card for everyday items, things
we need for our little girl. Things lTke clothes, toys and

the bigger purchases. Sometimes the odd trect for
myself toc because | know full well | can pay it off
and in a sensible time frame.

vanguis have been great. It was a really ecsy process
te 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 Ollie’s full interview at
www.vanquisbankinggroup.com/
who-we-arefour-customers/
meet-ollie

Vanquis Banking Group plc Annual Report and Fingncicl Stotements 2022 2 9
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Vehicle Finance Division

Vehicle finance

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

David Shrimpton
Managing Direclor — Vehicle finance

Market characteristics

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

Customers have an incentive to maintain their repayments
due to the utility of the vehicla (e.g. a car is needed to
get to work).

Market appeal

The vehicle finance market is large and growing.

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

There are numerous providers that span over a range of risk
appetites (e.q. Advantage, MeneyWay and Close Brothers).

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

Moneybarn's access to lower cost funding provides
a significant advantage ever a number of competitors,

Modei

30

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

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 technolagy in this rarket is evolving from a manual
process to increased digitisgtion ond smoother customer
onboarding (e.g. auto-atfordability and 1D verification).

Number of active vehicle
finance consumers in our 1.84m 1.99m
target addressable market*

5.0%

Moneyharn share
Moneybarn
share 48% 50%
Dec Dec
21 22

- Internal analysis of our target
addroessable market based
on TransUnion data.

vanquis Banking Group ple Annual Report and Financial Statements 2022



Vehicle finance - financial performance

Vehicle finance adjusted PBT grew significantly in Fy*22

driven by strong loan book growth and cost controls

- The Group's vehicle finance business delivered adjusted
FBT for the period of £38.0m (2021: £28.9m) which
represents strong loan book growth year-on-yecr
und lower interest expense.

- Atthe end of December, there were 100k vehicle finance
customers (2021. 93.9k} and receivables of £646m
(2021, £586m), representing growth of 10%. Growth in
custormers 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
increcse year-on-year, reflecting new business volumes
incraasing to 42k {2021: 37k) with vehicle pricing remaining
consistent year-on-year.

— The annualised cost of risk at the end of December
decreased 1o 6.2% (2021: 6.6%) driven by lower arrears
rates during the period reflecting the focus on attracting
lower credit risk customers since 2020, As a result, the
risk-adjusted margin improved to 1.8% (2021: 9.9%}.

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

The Group's vehicle finance business is one of the leading
suppliers of vehicle finance to nen-prime customers in the UK,
For the 12 months to the end of 31 December 2022, Moneybarn
genreraled adjusted profit before tax of £38.0m (2021 £28.9m)
and receivables at the pariod end were £646m (2021: £686m),
representing growth of 10% year-on-year.

New business volumes in FY'22 grew by 14% versus 2021 ot 42k
{202k 37k) notwithstanding the challenging macroeconomic
backdrop. As a result, the vehicle finance business ended the
year with 100k customers for the first time in its history (2021:
93.8k). As a result of its focus on higher-quality customers

on average, and the robust pricing environment seen in the
used-car markst throughout 2022, the average loan size
increased to approximately £9% whilst maintaining average
loain 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 £586m), driven by the improvement in business volurmes
year-on-year, particularly during the secend half of the year.

Interest income during FY'22 increased to £140.6m (2021 £137.9m)
reflecting the growth in the loan baok year-on-year. The
annualised asset yield increased year-on-year 1o 21.4% versus
20.5% in 2021, 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 yeor.

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

_2months ended 31 Docermber

2022 202
ol . _Efm _ _Em <Change
Total customer numbers (*00GQ) 100.0 939 6.5%
Pericd-end receivables 6461 5862 10.2%
Avorage gross rensivabies! 656.6 61 (22%)
Interest income 140.6 137.9 2.0%
Interest expense (22.1) (271)  {(185%)
Net interest income 118.5 10.8 G6.9%
Total income 18.5 10.8 6.9%
Impairment charges (40.8) {44.6) (8.5%)
Risk-adjusted inceme 777 66.2 17.4%
Operating costs (39.7) (37.3) 6.4%
Adjusted profit before tax? 35.0 239 315%
Annualised asset yield* 21.4% 20.5% 09%
annualised cost of rigk” (6.2%)  (6.6%) 0.4%
Annualised return on assets® 36% 3.0% 06%

1 Calculated s the average of montn end gross recaivables
for tne 13 rmonths ended 31 December
2 adjusted profit hefore tax s stated before £0 2m of exceplional redundancy
costs In 2022 and exceptiona! Senior end buy-bock costs of £14m in 202i
3 Interastincome as a percentagn of average gross receivables for the
13 months ended 31 Decembear.
4 Impairment charges as a parcontage of average gross recowvob'os
tor the 13 months ondaed 31 Docember
S Adjusted profit after tox as a percentage of average total assers
for the 13 months endad 31 Decernrber,

Impdirment fell year-on-year to £40.8m (2021 £44.6m) as a
result of the business’ facus on lower risk customers in recent
years coupled with a small amount of provision refease. As a
consequence, the annualised cost of risk decreased to 6 2%
from 6.6% in 2021. This resulted in the risk-adjusted margin
improving to 1.8% (2021 9.9%).

Costs increased during the course of the year to £39.7m
(2021 £37.3m), albelt by a much-reduced rate versus the
previous year, reflecting the significant increase in lending
volurnes year-on-year and the additional service costs
associated with the higher volumes.

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

Certain olternative performance measures {APMs) have been
used in this report. See poges 229 to 234 for an explanation
of relevance as well as their definition.

Vehicte finance KPIs
205% 21.4%

6.6% 9%

2
22

Assetyield Cost of risk

Vanquis Banking Group plc Annual Report and Financial Statements 2022 3]

Jodal o1Baiong



Vehicle Finance Division continued

Customer case study

Lee’s story

66

Moneybarn were brilliant.

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

I can't fault them.

Lee
Customer service manager

I'm Lee, I'm 51 and I'm a customer service manager out in totgl. They were very thorough in their approach
for an IT software company working in Manchester. to make sure everything was afferdable for us.

lcurrently live in a 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 aiways
something going on when you've got two Kids!

Before | got my car finance from Moneybarn, I had a what we want.
four-seat convertible Audi, then Covid-19 changed

everything and we moved to Manchester. My daughter

moved in, we adobted Alfie, and then adopted two

dogs from overseas who had been abandoned and

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

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

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

32 vanquis Banking Group plc Anpual Report ond Financial Statements 2022

Moneybarn were prilliant. 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 a hat we now have access to a vehicle to do

watch Lee’s full interview at
www.vanquisbankinggroup.com)
who-we-arefour-customers/
rmeet-lee



Personal Loans Division

Personadl 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 — Persenal lcans

Ma

Ma

Model

rket characteristics
The personal lcans market is substantial and growing.

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

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

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

rket appeal

The non-prime personal loans market is substantial in size

and growing.

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

Offering personol loans provides the opportunity to
leverage core skills in loans and allows Vanquis Banking
Group to meet maore of its existing custemer needs.

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

We otfer personal loans over one to five years across
a broad range of APRs.

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

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

Number of active personal
loan consumers in our target
addressable market*

0.8%

vanquis share

4.36m 4.42m

vanguis
share
0.5% 0.8%
Cec Dec
2] 22

Internal analysis of our targst
addressable market based
on TransUnion data.
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Personal Loans Division continued

Personal loans - financial performance

Personal loans continued to grow in FY'22 with

receivables and customer growth of 172% and 73%

- 2022 was the first full year of operations for the personal
loans business, fellowing the successful launch of aninitial
pilot phase in H2'21.

- The Group's personal loans business delivered g loss
before tax of £15.7m for the period (2021 loss before tox:
£8.7m) reflecting growth in the business year-on-year
and continued investment in the IT platform supporting
it, known as Gateway.

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

- The new (f infrastructure piatform will continue to support
the personal loan product and is capable of housing
multiple products ocver time. It will provide custormers with
a single, holistic view of all product offerings in future.

- During 2023, the personai loans business will focus on
continuing the migration of its loans offering onte the new
Gateway platform, exploring new partnership agreements
and assessing oppertunities to evolve its pricing and
product preposition,

Vanguis Banking Group established a personal loans business
during 2021 to diversity its product offering to new and existing
customers. its products are positioned within the mid-cost
credit segment of the market, and loans range from between
£1k-£6k over one to four years. The typical personal loan
customer will be similar in nature to existing credit card and
vehicle finance custorners with similar average credit scores.
The business grew both customer numbers and receivables
strongly during FY'22, reflecting the successful launch of the
business and its market position.

New business volumes during FY'22 were 27k, versus 12,8k in
2021, reflecting the business’ first 12 months as an open market
operator. As a result of these new customer bookings, the
businesses ended the year with 34 4k custormers varsus 18.9k
at the end of 202). At the end of December, receivables stood
at £76.3m versus £28.1m at the end of 2021, driven by new
business volumes increasing significantly year-on-year.

The personal loans business generated interest income of
£13.)m during the year (202% £7.2m) driven by higher averoge
receivables year-on-year as the business grew strongly
throughout the period. The asset yield for the year was 25.7%
versus 28.1% 1n 2021, reflecting the growth in the loan book
during the pericd

The impairment charge for FY'22 increased to £8.5m, from
£23min 2021, as the business began to gain scote and
book new customer loans. This equated to an annualised
cost of risk far the year of 16.7% (2021 8.2%)}, which resulted
in the risk-adjusted margin falling to 6.7% versus 16.8%

for the prior year.

Interest costs for the year increased to £1.2m, versus £0.8m
in 2021, refiecting higher average balances being carried,

equating to an interest margin of 2.4% versus 3.1% in 2021 Casts
increased during the course of the year to £18.1m {2021 £13.0m),

reflecting higher new business volumes and the ongoing
investment in the new IT infrastructure platform known
as Gateway,

i2 months ended 31 December

2022 2021
—— R o Em _ _E€m  Change
Total customer numbers ('000) 34.4 199 72.9%
Period-end receivables 76.3 281 171.5%
Average gross receivables’ 650.9 2586 98.8%
Interest income 131 7.2 81.9%
Interest expense (1.2) (08} 50.0%
Net interest income ne 64 85.9%
Total income 1.9 6.4 859%
Impairment charges (8.5) (20) 3048%
Risk-adjusted income 3.4 43 (20.9%)
Operating costs (19.1) (130} 45.9%
Loss before tax (15.7) (87) 80.5%
annuglised asset yield? 257% 281% (2.4%)
Annualised cost of risk! (16.7%)} (82%) (85%)

1 Caleulated os the average of moenth end gross recoivobles
for the 13 months ended 31 December

2 Intorostinconte as a parcemage of average gross recaivables
tor the 13 months ended 31 December

3 Impairmant charges as o percantage 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 onto the new Gateway platform,
exploring new partnarship agreements and assessing
opportunities ta 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

28.1%
25.7%

18.7%
8.2%

21
22

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

Tracy
ICU nurse

Customer case study

TI‘CICY'S story

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

to be quite organised, know the ins and outs of all the
equipment and my patients’ needs. | just don‘t always
know whether I'lf be helping someone with o post-op
recovery or helping with an unexpected trauma when
| get to wark that day.

My main hobby is going 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.

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

| came to get a Vanquis loan because my husband
has got a Vanquis credit card. S, we know the brand,
we know the company ond we needed a bit extra

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

a holiday in Morocco.

t like to repay my loans early, so I'll start overpaying
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 environmental, social and governance
(ESG) performance.

Malcolm Le May
Chiet Executive Officer

At Vanguis 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 respensible manner by ensuring that we
provide therm with the credit products and services that
meet their particular needs and deliver fair outcomes to
them throughout their journey with us; and

— act responsibly and sustainably in all our stakeholder
relationships by creating a fair, inclusive and diverse
workpiace, suppoerting our local communities, reducing
our impact on the environment and taking action on
climate change, treating suppliers fairly, and engaging
with the Government and our investors and regulators
on EsG-related matters.

Governance and management

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

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

Read more on pages 100 to 102

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

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

the delivery of the UN SDGs.
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No poverty

Vanguis Banking Group objective

By 2030, to contribute Lo ending poverty in all ts forms everywhere, by ensuring
our customers hove access to cost-effective and appropricte products for therr
naads and suppnrbincy them through Tinancial difficulry:

FY'22 highlights and achievernents

We primarnly contnibute to this Goal by delivering on our Purpose of helping

to put people on o path to a belter everyday Iife and responsibly providing

our 17 million customears with cradit cards and loans through our vanguis
business and vehicls finance products through Maneybarn We also suppost
the financial inclusion agenda through our Foundation by providing grants to
charities and spacialist portners to address issues like cuslomer vulneratility,
product agcess:iity and fimangial chfficulties In 2022, we also contnbuted to
the aochievement of this 530G by working with longstanding partner Incamehax
tolaunch o new online platformwhich provides customers with digital access to
one-to-one, expert advice to help maxrmise their income We also continued to
fund the Maoney Chanty ta provide information, advice and guidance to peaple
of allages so that they develop money managemant skills and increase then
fnancal wellbeing In 2022, this enabled the charity to dehver 209 hours warth
of hnancial education workshops ta 4,448 young peopte ond 78 haurs” worth
of financidl well being workshops to 954 adults In providing this much needed
support the Money Chanty priontiges supporuing the most disadvantaged
students and hard to reach groups. In 2092, 83% of porticipants came from
disodvantoged groups

Gender equality

Vanguis Banking Greup objective
By 2024 to have 40% female reprassntation in the Group's seniar
management population

FY'22 nighlights and achievements

Ihe Group's senior management poepulation currently has 33% {202 27%)
fernale representat on 1he key actions we underteok throughaut 2022 to
suppart thiz 506G include ensunng gender bolanced shorthsts when recnnting
for all senmior leadership roies ocross Vanguis Banking Group, hosting events
to challenge and change behaviour/mindsets around, equality, diversity
and nclusion this hasingluded delive-ing ‘Menopause in the Workploce’
Se88I10NG, he\pmg col\eogueg benafit frorm mcraased MENORaUSe QWareness,
guidance and suppodt, continuing to adopt hybrid working models and
enabling collecgues to work with greater flexbiity, ensuring they have the
suppart they need wWe have also continued ta suppart a Gender Affinity
Group as part of our Company-wide INClUSIon Communiky,

Through our Foundatian, we also suppart projects which aim o empaower
women and girls tor example 1In 2022 through our partnership vath the London
Cormmunity Foundation we provided funding to the temale-led chanty, Beleve,
which el enable it to delive: o leadership progromme to digadvoantaged

young women in Lewishom, South tondon, so that they improve their social and
economic outcomes, whilst taking control of their hves In addition, through our
partnership wath the Hompshire ond 1sle of Weght Community Foundatian, we
are funding the Avenue Centre 1n Southampton te deliver a programme that vall
support socally deprived young mums o avercome a range of challenges from
domestic ond financial abuse to asylum and mental health issues

Reduced inequalities

Vanquis Bonking Group objective

By 2030, to contribute to reducing inequahty by building our capabilites to better
Icdertify, suppaort and empower our stakehalders who may face iIneguciity and
exclusian whather it i3 becauge of their (1gelse\<fgendef n:jenmyfrcoe,"ethmioltyl
ariginfdisabilityfabiityfwhere they live ar what ther economic status is

Fy’22 highlights and achieverments

We support this Gool by providing funding to a range of projects through our
Foundaton which seek to reduce inequalities For example, 1n 2022, we provided
funding to Horn Stars in Brent, North West London, ta deliver its Youth Zone
project, whichis a twice weekly sofe space for 9 to 10 year-olds comprnsing youth
club sports actvities and monthly tips reaching 100 young people expenencing
deprivation. We also supported the Free2B allance, a London-based community
organisation. which supports LGBIQ+ young people and their parents by increasing
ther weanmg resilience and social connections, and by reducing isolation and
improving family connections Our funding also supports the delivery of LGBTQ+
awdareness training in schools and ather orgonisations to promate inclusmity

In terms of seaking to maintan an inclusive and diverse workplace at Vanguis
Banking Group, we continue to do this via our Group-wide INchusion Community,
which cornprises five aligned affinity Groups focused on Disability, LGB1Q+,
Gander Balanae, [thnicity and Social Mobility These groups currantly have

over 70 active and representative members, as well as an axtensive network of
aftinty Group alliss, and help to coordinala work across the Group to celebrate,
learn and increase awareness around ar extensive range of Inclusive and
diversity-reloted events

Quality education

Vanquis Banking Group objective

By 2030, to contripute to ensunng INclusive and equitukle gualty ecucation ond
promote lifelong learning oppartunities for oll by partnering with organisalions
what warll nelp to cguip childrem and adulls will essanidal skins and knowledge
that will allow them (o excel in many diffarent directions

FY'22 highlights and achievernents

We continue 1o contiibute 1o this S0G through the work we suppart with our
education partners Through our longstanding partnerships with National
Murneracy, the National Literacy 1rust and Leading Children, we hove supported
anumber of pragrammeas which aim to boost the Iteracy and numeracy
sKills of children and young people Ws are atso committed to ensuring that
children do not lose out ontherr educotion because of the current cost of
Iving challenges that many femlies are dealing with This is why we setup
funds wath School-tiome Support and the Divons Acadermies Trust which hove
supplied essential items of school unfairm to more than 1.000 students across
Bradford, Liverpool, Manchester and Blaskpooln time for the start of the
autumn 2022 term

Decent work and economic growth

Vdngquis Banking Group objective

By 2030, to contribute to prormaoting sustained, inclusive and sustainabla
economc growth, full anag productve employment and decent work for oll by
creating opportunities for all generations and protecting and promoting labour
nghts mboth our business and supply chains

FY’22 highlights and achievements

We continue o supporl this Goal which s aligned with oar Purpase by funding
the defivery of activities and initiatives in the communities vse serve via our
Foundaton In 2022 ths invo!ved providing funding to Brodford Community
Broadcasting (BCB) 1o engage with and support child-en and young peopile to
tncrease their oracy and digital skills, confidence and self-esteem, and widen
their ife chances, ospirations and educational oulcomes through becoming
rad o broadcasters and procucers for the broadcaosts on BCB Radio We also
provided funding to the Portasmaoutn Sanl Iraiming Irust, which s close ta where
our vehicle finance business is based, to deliver martime industry training and
skills developmant for disadvantaged young peaple from its local community
Finally, we continued to support and participate in the Sacial Mability Business
Partnership which delivers a programime that cims to remaove barriars,
develop skilis and provide experiences to smth formond college students from
disadvantaged backgrounds so that they can pursue careers in the legal and
professional sennces sactors In 2022, the overall programme suppo-ted mote
than B0C 15 12 18 year-old students, with Vanguis Banking Group hosting 11
students from schools and colleges next to its Brodford head office

Climate action

Vanquis Banking Group target

To achleve net zera carbon dioxide emussions by 2040 target, support the
UK's ronsiton to a net zero economy ond take urgent action (o tackle chimate
change and s impacts

F¥’22 highlights and achievements

Durning 2022, we have conlinued 1o reduce ourimpact an the envirenment

by impraving the energy and resource efficiency of our operations and
understanding and reporting the actual and potential impacts of cimate-related
risks cnd opportunities on the Group We have also taken a number of important
steps that support our net zerc target Thase iInclude: accounting for all the
scope 3 GHG emissions that are matarial ko cur business activities so that we
can report accurately, warking towards setting accurate science-hased targets
to support the delivery of our overall net zera by 2040 target; publishing o second
report which meoets the TCFD recommendations, and evolving our opproach

to carpon offselting so thal we achieve carbon reduchon from the plomﬂr\gf
presarvation of natura! habitats

Visit: vanquisbankinggroup.com

View: Sustainability Report at
www.vcnquisbunkinggroup.comf
sustainability/ sustainability-report-2022
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Sustainability continued

Measuring and reporting

our ESG performance

We have developed a range of non-financial measures to assess, mandage and report the
embedding of our Purpose, Mission and Strategic Priorities as well as our performance against
our ongoing ESG objectives and targets.

Regular progress reports and updates are provided to the Group Executive Commiittee, Board and CCE Committee. These
measures also support us to meet non-financial reporting requirements under sections 414CA and 414CB of the Companies
Act 2008 (see poges 52 and 53) and inform the remuneration of the executive directors, which is, in part, linked to our progress
towards the Group’s ESG objectives and targets.

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

Ohjective Measure Performancein 2022
Customers Custornar outcomes are levels of customer Credit card: 4.6/5 (2021: 4.7/5}.
positive and consistent with satisfaction . . i
our Purpose, Mission, Strotegic Vehicle finance: 4.3/5 (2021 4.4/5).
Priorities and culture,
Numberfpercentago Tota! number of complaints: 29,188
of customner complants. (2021: 66 ,518),
Number of complaints referred to the FOS:
3,54 (202):13,313}).
Number of FOS camplaints upheld in
the customer's favour: 835 (2021: 8,581}
CO"QOQUES Our colleagues arc engaged Collecgue cngagerment Over colleague engagement score: 68%
with and suppaortive of the score s measured by annual (2021: 69%}.
Group's Purpose, Mission, colleague engogement survey
Strotegie Prioritics and culture
Battcr Everyday Index score  Better Everyday Index score: 80% {2021: 83%).
which relates to the Group's
culture and the way we treat
customers and collcaguas
Communities Positively impact the lives of The amount invested per £l.aminvested to support community

The environment

the people in the communities
wa sarve, particularly chifdren
and young people, by providing
thern with access to education,
social and financialinclusion,
money advice and economic
developnient opportunities.

Continuc action to reduce our
impocts on the environment,
particulatly in relation to
chmote change

year to support cormnmunity programmes, money ogvice programmes
programimes, maney advice  and social tesearch (2621 £1.4m),
programmes ond social
research, including the
nurnber of gronts distributect
to grass roots community
arganisations.

1,014 hours volunteered by colleagues during
work hours (2021: 425}

Absolute scopal Scope 1and 2 emissions: 1,017 tonnes
ond 2 greenhouse gas of CO.e (2021:1,239 tonnes of CO;e),
{GHG} emissions a reduction of 18%.

Toto! scope tond 2 (ond ossociated scope 3)
emissions: 1,348 tonnes of CO e (20211,548
tonnes of CO,e), @ reduction of 18%,

The progress of our We have continued to reportin line with
work in meeting the the recommendations of the TCFD. Refer to
recommendchions pages 40 to 49 for mors information. We will
of the TCFD alsg, by Q2°23, set science-based targets that

will focus on reducing our scope 1 and 2 GHG
emissions and engaging with our top suppliers
by spend to reduce their own GHG emissions

For further details on our ESG activities and progress against 2022 targeats, refer to our 2022 Sustainability Report

and corporate website
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Supporting and engaging

our colleagues

At Vangquis 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

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

We know that our pecple perform at their best when they are
part of a culture that is encouraging, supportive and inclusive.
By ernbadding cur 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 collsaguss to contribute to the sustainability

of Yanquis 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 differenceas,
and ensures that all colleagues can be themselves, 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 commitiad
to better deliver for the diverse customer base we serve.

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

feet engaged.

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

- 7% (2021 18%) of colleagues informed us that come from
a Black, Asian, other White or Minority Ethnic backgraund

- 6% (2021 7%) of caolleagues informed us that they were part
of the LGBTQ+ community

— 17% (2021.17%) of colleagues were &ligible for free school
meals when growing up
This data 1s based on colleagues’ voluntary self-deciaration via our

Movermoer 2022 colleague engagement survey which accounts for 79%
of the vanquis Banking Group workforce

Gender diversity at Vanquis Banking Group

An important area of focus for our Inclusion and Diversity
Programme is on improving gender diversity. Throughout 2022,
we have continued to drive action to support cur businass to
achieve a better gender balance in cur senior management
population gnd, in doing so, ensure that we meet our Women
in Finance Charter 40% by December 2024 target.

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

Mo of % of MNo. of % of
B Total _worncn - waomen nmen men
Board 9 4 44% 5 58%
Executive
Committee 1 4 36% 7 84%,
Senior management
population 122 40 33% 82 67%
All workforce 2,005 1,003 50% 1,002 50%
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Sustainability continued

Be Open — Listening to our colleagues

Engaging with, and gathering feedback from, our colleagues
is key to nurturing and growing a peopie centric culture,

and ensuring that we have policies (see the Non-Financia!
Informetion Statement on pages 52 and 53), processes and
initiatives in place to help them thrive. We continue to carry
out an annual colleague survey to find out what celleagues
think and feel about working for Vanguis Banking Group.

The most recent survey was undertaken in Novermber 2022
and hod o response rate of 79% (2021: 71%). Scares for overall
colleague engagement and in relation 1o our Better Everyday
Life index (this is about the Group's culture and the way we
treat customers and colleagues}, which have held steady
despite a challenging a year of change ond transformation,
are set out below:

- ouroveragll colleague engagement score in 2027: 68%
[2021: 69%); and

- our Better Everyday Index score in 2022; 60% (2021 61%).

Our Colieague Forum

We also have in place a Colleague Forum which is made up
of 42 elected representatives who are drawn from across all
areas of our business and ensure that the voice of colleagues
is factored into decision making processes and fed back to
the Board through our Designoted Non-Executive Colleague
Champion (see page 86 for maore information)

Taking action on

climate change

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

This means that it is essential we minimise our envirenmental
impacts and work with others to take action on the globalky
important issue of climate change. This means embracing
the Paris Agreement and keeping global warming to nc more
than 1.5°C above the temperature set before the beginning of
the Industrial Revolation. This reqguires the Group to transition
to a low carbon econamy and contribute to building o
rasilient future, and creating new businesses and jobs.

Our commitmeant to do this is underpinned by our ambition
to achieve net-zero carbon dicxide emissions by 2040

As we progress towdrds our 2040 target, we will continue to
identify, analyse and report matericl climate change-related
risks and opportunities and their financial impact on the
Group, in line with the TCFD's four recommendations and
eleven recommended disclosures.

Reporting in line with the TCFD recommendations
Wwe 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 Financial Statements
2021 In publishing a climate-related financial report in our

Annual Report and Financial Statements 2022, the Group has
made a disclosurs that is fully consistent with the following
TCFD recommendations and recommended disclosures;
governance (disclesures (a) and (b)), strategy (disclosures (a),
(b) and (c}), risk management (disclosures (), (b) and (c}), and
metrics and targets (disclosure (b)), We will be fully consistent
with metrics and targets disclosures (o) and (c) following the
conclusion of the work we are currently undertaking to set
targets that will be approved by the SETI. The work reguired to
ensure that the Group is fully consistent with these ocutstanding
recommended disclosures will be undertaken throughout 2023,
In publishing d compliance statement which makes clear which
recommended disclosures we are fully consistent with, and
which we continue 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 10 the opproach we take to
understanding, managing and reporting of climate-related
risks and oppartunities, as well as in publishing future

JCFD reports.

Recommendation I: Governance and management

of climate-related risks and oppertunities

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

and senior management team assess, mManage and report
climate-related risk and opportunities, as well as monitor and
provids rigorous challenge to the Group's progress against the
goals and targets that have been setin reélation to the climate
change agenda.
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Disclosure 1a): How the Board oversees climate-related
risks and oppotrtunities

The Vanquis Banking Group plc 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 yaar in the form of papers
thut ure submitied dhd discusseo by Board memibers. During
2022, these included updates in relation to the Group's net
2ero ambitions and the strategy that is in place to manage
climate-related risks and opportunities. This enabled the
Board to review and consider an analysis of the scope 3 GHG
ermissions that are material to our business activities. This, in
turn, resulted in the Board having an input into which category
of scope 3 GHG emissions should be considered by the Group
when setting the science-based carbon reduction targets
that will be set and approved by the SBTi later in Q2'23.1n 2022,
the Board also discussed and considered the metrics and
associated 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 ta pages 54 to 65 for more information).

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

CCE Committee and Audit Cormnmittee. The Board's CCE
Committee supports the Beard in providing oversight of the
Group's approcach to managing and reporting its impact on
the envircnment, which includes considering climate-related
impacts on strategy, major plans of action, and business
plang as well as setting the organisation’s performance
objectives, manitaring implementation and performance. The
process in place that enables the CCE Committee to oversee
the climate-related risk agenda and its application to the
Group ond its stakeholders, involves submitting papers to its
members for discussion and approval. The CCE Commitiee
is provided with two updates on climate-related 1ssues

per cnnum During 2022, the two updates provided to this
Committee enabled its members to overseea the Group's
ongoing compliance with the FCA’s Listing Rule to ensure
that its report was consistent with the recommendations of
the TGFD, monitor the progress being made in developing
the SBTi-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 ore set cut in the DRR on pages
127 to 15]). Finally, the Beard's Audit Committee, which provides
oversight of, and approves, the non-fingncial performance
inforrmation that is included in the Group's Annual Report and
Financial Statements, receives a paper on an annual basis
which enables its members to review and approve the content
of the Group's TCFD repcerts, as well as the controls and
mitigating processes in place that support the management
of climate~related risks (see below).

Further information on our governance framework is outlined
in the Governance Report on pages 88 to 151 and more

detail on the roles of the Board and its cammittees is 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 corporote website (goto
wwwyanquisbankinggroup.com for mare information).

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

vanquis Banking Group’s CEQ, with support from the Executive
Commitiee, 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 monitoring
climate-related performance cbjectives.

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

1o the Group and its stakehalders.

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

is chaired by the Group's Chief Risk Officer, and includes
memhers fram the riel manngament, cperations, finonse
and suslainability teams, provides guidance and direction tor
the assessment and management of climate change-related
risks and opportunities 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 GRC supported the evelution of the Group's approach

to scenario analysis, creation of metrics to accompany

the climate risk appetite statement, and development of a
methodclogy to calculate the Group’s financed emissions
(scope 3, category 15) arising from the vehicle 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 opportunities that climate change
presents to the Group's operations and stakeholders. The CRC
reports to the Executive Committee on the Group’s response
to the issue of climate change bionnually, and its work is
reviewed by the Board and its cornmittees through the
updates that are provided to its members.

Progress against the mitigating activities and controls in place
which relate to climats risk was subject to independent and
objective review by the Group Internal Audit functicn in FY'22
and will continue to be reviewed throughout FY'23.

Recommendation 2: The actual and potential impacts

of climate-related risks and opportunities on the
organisation’s businesses, strategy and financial planning
Cur strategy is to ensure that the management of
climate-related risks and opportunities is an integral part

of cur overail business strategy and the decision making
processes that relate to areas such as operational resilience,
customer service, and supply chain management. Our net
zero by 2040 ambition is underpinned by an outlineg transition
plan which sets out how we will reduce our GHG emissions
(see page 45 for more information).

in this section, we therefore focus on describing our key
climate-related risks and opportunities, and our assessment
of their potential to impact our business, as well as the
resilience of our strategy and 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 te
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 recommendations continued

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

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

Qur approach to scenario analysis

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

Transition risks Physical risks

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

Our analysis makes use of the Group’s financial forecasts, operational footprint, custormer data, supply chain information and
environmental data, to credate a representation of Vanquis Banking Group. This information is comiined with industry reference
scenarios on climate-related emission pathways (Representative Concentration Pathways (RCPs)), including assessments by the
Intergovernmental Panel on Climate Change and International Energy Agency, te consider the potential impact of physical and
transition risks on the Group. These pathways represent o broad range of climate ocutcomes and are neither forecasts nor policy
recommendations. In our scengric analysis, we have adopted the following identified scenarios’

Average temperature rise relative

to pre-industrial levels by 2100 Seenario description

Scenario 1 - Early where action is taken to fimit the gioba! temperature to below 1.5°C in an orderly

Action (RCP1.9) manner. In this scenarig, it is anticipated that there will be strict product and regulatary
standards, high carbon pricing and strategic investment in low carbon technologies.
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 globat

Action (RCP4.5) temperature increase of between 2°C and 4°C. it alse assumes that physical risks will
increase, with an intensification of natural disasters associcted with, for example, rising
sed levels and more frequent cbnormal weather events

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

Over the course of 2022, our scenario analysis methodology has evolved to use quantitative information which has enhanced
our gssessment of the potential financial impacts of climate change on vanguis Banking Group, and is supporting us to make
improvements to our disclosures. We have alse redefined our time horizons as follows:

Time horizons Description

Short term (S} {0-5 years) This time horizan accounts for the financial and operational planning we use,
as well as the goal date for the science-based target(s) we will st in 2023,

Medium term (M} (5-15 years) This time horizon takes account of whether the transition to net zero is progressing
or failing, and whether exposure to any physical risks is being odequately priced-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 liabilities to be reflected.

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

use resultant findings te influence the decision making process regarding our strategy, revenueas and costs. We generally
apply a three-year time horizon 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
assurmption, so that it can, in additicn to taking into account cur financial and operaticonal planning, align moere closely with
our strategic plans. Beyond five years, there is significant uncertainty around the impact of climate-related risks as much
depends on the speed and effectiveness of the transition to a net-zerc economy. Despite this, our scenario analysis does
include o high-leve! review of how we may be impacted by climate change in the rmedium and long term.

In analysing the results of cur scenaric analysis, we have used a financial impact to represent the estimated 1oss to the Group's
revenues over the next five years assuming that no 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 10% and 20%
ondfor between £6m and £20m

Aloss impacting the profit and loss
stotement by between 5% and 10%
and/or by between £lm and £5m

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

Whils scenario anclyses are not predictions, and are not typically 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 Remaote

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

Expected te occur in maost
circumstances (ie. *50% chance)

Not expected to occur but occur
pericdically (ie. >25% chance)

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

Impact )

Low Medium  High

Likelihcod Frobable Mediurm Medium  High

~ Possible o  ow Medium  High
- Enote - o o Low o tow Meajm -

The guidance for banks published by the TCFD in 2021 requires us to disclose information on significant concentrations of credit exposure
to carbon-related assets. The TCFD makes it clear that these assets are those tied to energy, transportation, materials and obuildings,
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 Lo the risks assoclated with climate change. In particular, the transition risks associated with the
intreduction in the UK of a total ban on the sale of new petrol and diesel cars and vans by 2030, the requirernent for vehicles to be
100% zero emissions from 2035, and the implementation of ultra-low emission zones and clean air zones in UK city centres

The Group is committed to working to understand the risks associated with those parts of the Group that are sensitive to the impacts
from climate change. That said, the Group's credit exposure t6 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 manitor the list price of used electric vehicles (which continues to ke 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 scenarnio analysis, along with the actions we will take in response, are set out below, and we have considered
the impact of climate change in the preparation of our financial statements which can be seen on page 153.

Transition risks and opportunities

Policy and legal risks

Scenario RCPLE RCP4.8

Riskrating Low Low Low

DesCription These risks have scope to arisc as poficy/regu\otory actions
oround climate change continue to evolve. These actions
vary depending onintent and financial impact. They seck to
constrain activitics that contribute 1o the adverse effects of
climate change or promotc edaptation to climate change
(e g the continued implementation of o carbon price). For the
Group, changss in carbon price could present an increased
costrisk Carbon price provides an indication of the lovel
of transition risks in these sceonarios. The Bank of England
exploins the term corbon price’ s depicting o shadow
price of GHG emissions, | e. the marginal abatement cost of
an incremental tanne of emissions, This is a simplification,
Intended to capture a range of different palicics to reduce
GHG emissions, which may include, for example, carbon
toes, cop-and-trade schomes, green subsidies and
cnvironmental regulations

vanguis Banking Group plc annugl Report and Financial Statements 2022

Reputation risks

RCP4.8 RCP8.5

RCP1.9

Low Low Low

Cimate chonge has bean
identificd as a potential
source of reputational risk
Stakeholder perceptions wilf
continue to evolve depanding
on how companics respond
to the climate change
agenda, Negative changes

in stakcholder perceptions
con therefore lead to losses in
market valuce,

Policy and market opportunities
RCP1.9 RCP4.8 RCP8.5

High Low Low

The irmpacts of climate changoe
will have implications for the
supply and demond of certain
commoditics, products, and
sarvices. Markcet risks include
everything from changos

in supply and demand to
increagsed costs for Inputs such
as water and enargy While
some of these impacts may be
hard to predict, understanding
the climate-refated risks and
opportunitics on the supply
chain will be key to mitigating
these market 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 opportunities continued

Palicy and legal risks Reputation risks

Policy and market opportunities

Likelihood Probable Possible Remote Probable Possible Remote Probable Possible Remote
impacts wo analysced how the ongoing Thero is potantial for stakeholders Thare is an appartunity for us to
implernentation of carbon pricing might  to engage in octivism in the short to develop o new business maodel that
result in increased costs associated with  meadium term with companios which introduces new products to the
our operations and travel and transport  are perceived to be not supporting customers which accommodate
In 2021, the carbon emissions resulting the shift to a low carbon cconomy orif - their needs and meeats emarging
from the consumption of cloctricity and the Group fails to deliver or sufficiently  chmdte-related policics {eg
gus 0cross the Group accounted for 435 drive change through its net zero to enable our vehicle finance
tonnos of CO s using tho market-based  target by 2040 This could contrbute to - customers to purchase BEVS), The
approach to reporting. Cur analysis decreasing revenuo of market share, affordability of BEVs continues to
shows that thera is potential for carbon be the main barricr to ownership
price to have on impact on the cost of for the Group's vehicle finance
our cnergy censumption in the short customeors. The average loan
term with a higher corbon price necded amount for aur vehicle finance
to ochieve seenaria RCP1 G custamers stood at £8,771 in 2022
According to Thisismoney.co.uk, the
average sale price for o three-year
old BEV car in Novembaer 2022 was
£26,000, with @ four to six-year eld
costing £16,60C on averago Of the
over 100,000 'live’ customers that
are sorved by our vehicle finance
business 1l have purchased a BEY
car, and 7 @ BEV light commercial
vehicle. Take-up of BEVs 1s also
nflucnced by the ability of cur
custorners to access arehable
charging infrastructure Figures
from the Department for Transport
indicale that therc are now 33
electric vehicles for every charge
point in the UK, compared with 16
atthe start of 2020
Time horizon L M S.M.L S,M,L L L M.L L i
Financialimpact Low Low Low Low Low Low High Low Low

As our vohicic finance

division provides customars with
second-hand cars, this led us to
consider the changes in policies
which could impact our customars
who reside in comrmunities within
ultra Low Emission Zoneas {LJLEZs)
or Clean air Zones {(CAZs). We aro
therefore monitoring the numiboer
of vehicle finance customers
who reside iIn ULEZs and CAZs.
Furthcrmore, we continue to
monitor number of BEVs thatare

Methodology According to The Bank of Englond,
inits 2021 Climate Bicnnial Exploratory
Scenario exercise, carbon price is
predicted toincredses from $30 per
tonne of CO,e as of today to oround
$900 by 2060 in the UK and EU in the
RCP 19 scenario, to remain at $30in
the short/medium term and increase
significantly to over $1,000 by 2050,
and to remain at $30 in the RCP 4.8
and RCP 85 scenarios, respectivaly
We have also cansidered the extent
to which carbon price incregses may

According to the Bank of Engiand, UK
and EU net carbon dioxide emissions
are expocted to fall significantly by
2080 in the RCP 1.8 scenario, less

50 under the RCP 4.8 scenario. and
only marginally under the RCP 85
scenario. We have therefore estimated
how stakeholdors perception of

our gpproach to responding to the
climate change agenda may rosult
in reputational damage, changes

in consumer behaviour and loss

of revenue.
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have financial implications for our
customnors (1o, whother corbon pnce
increases impact gas and electricity
costs which, in turn, impact customar
default rates).
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purchased By customers using
our vehicle finonce products s
wellas the borriers 1o their uptoke
(c.g. affordability ond access to
areliabte charging infrastructure).



Actions

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

potential opportunities include:

- committing 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;

- selting carban reduction target s which will be recognised by the SBTi. Once set, we will report progress against these targets

on an annug! basis;

~ continuing to engege 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 1o gain further insight into the used BEY market and the current

state of the charging infrastructure in the UK;

- continuing to monitar customer default rates due to increased costs (e.g. as a result of energy cost increases); and

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

climate-related goals and Largets.

Physical risks

Acute risks

Scenario RCP1.9 RCPA4.8
Risk rating Low Low Low

Description

RCP8.5

Chronic risks
RCP1.9 RCP4.8 RCP8.5

Low Low Low

The TCFD recommendations identify climate-relatod physical risks as acute {event driven} and chronic (those due to

longer-term shifts in climate potterns) The increase in the frequency and severity of extrerne weather ovents, such as
floods and storms. could impact the Group's input and preductivity, and insurance claims. We have therefore sought
ta guantify how axtrerme woather ovents could iImpact our business activities and damago our assets.

Probable Possible

Liketihood

Impacts

Remote

Probable Possible Remote

Anincreasc N the number and soverity of acuto and chronic weathor events may cousa disruptions to our oparations,

reduce productivity, and consequently decrease rovenue. Furtharmorg, longoer-term shiftgin ¢limete potterns and global
temperatures will be maore damaging in the long term to our proparties. This could resultin an increosc in the insurance
cloims that are made and consequently an increase in the amount of excaoss payablos.

Time horizon

S.M.L S,M,L 5,M,L

S.M,L SM.E 5M.L
Financial impact Low Low Low Low Low Medium
Methodology The Environment Agency identifies flood risk in the long The Bank of England explains that global mean
term bascd on proporty location as follows: high nsk »3 3% temperatures have already increased by around 11°C
cvary year; medium risk: between 2 and 3 3% every year; compared to pre-industnal levels, Average winter
low risk: between Q1% and 2% every year; and very low risk. precipitation in the UK hos incroased by 25% comparad
<0 1% every yeaor. to the late 20th contury. Met Office research found that
events similar to the record ramiall that occurred in the UK
on 3 October 2020 (tho UK's wottest day on record) could
become 10 times more frequent for climatic conditions
similar to those in year 10
Actions Our low carbon economy transition plan

The actions the Group will adept in order to mitigate against
these physical risks and ensure that our strategy responds te
any potential 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

The actions, set out above, that have resulted from our
scenario analysis work are tied to and support our net 2ero

by 2040 ambition. In order o deliver on this ambition, we have
developed an outline plan that will enable us to transition to
alow carbon econormy and deliver in line with the science
based carbon reduction targets we are currently finalising
This plan will focus on the following areas:

event occcurs; and

- committing to shifting to more sustainable, low-Tmpact
resources and have a series of targets to achieve this airm

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

across the Group).

In terms of Vanquis Banking Group’s exposure Lo physical
risks, although tis accepted that extreme weather events will
increase in number and severity compared to the present,
they are unlikely to be as severe as those expected under the
RCP4.8 scenario. Also, the direct finoncial 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.

Scope il emissions — reduce building gas, company car
and back-up generator GHG emissions through the
implementation of operational and behavioural changes,
use of alternative fuels (e.g. biodiesel) and use of more
sustainable forms of transport,

Scope 2 emissions — reduce emissions associated with
electricity use by switching to 100% renewable elsctricity
and energy storage technologies, and through the
implemeantation of eperationol 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 thelr own carbon reduction targets.
In addition, reduce emissions associated with business travel,
colleague commuting, water use and waste generation.
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Sustainability continued

Reporting in line with the TCFD

recommendations continued

Recommendation 2: The actual and potential impacts

of climate-related risks and opportunities onthe
organisation’s businesses, strategy and financial
planning continued

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

into consideration different climate-related scenarios

As mentioned above, beyond the five-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 climate change could
impact the Group in the shert, medium and long term. The size
cf this impact is dependent on the nature and speed of the
global transition towards a lower carbon econcmy. The work we
have undertaken to date, using three RCP scenarios and their
accompanying assumptions, show that our business continues
to be resilient under all scenarios that have been used in our
analysis. The RCPLE scenario would hove 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 forincreases in the price of carbon to have
an impact on the cost of our energy use, as well as have financial
implications for customers (Le. whether increases in energy costs
impact customer default rates). The RCP4.5 scenario revealed
higher levels of disruption as aresult of increases in extreme
weather events and other natural disasters compared with the
RCPL.8 scenario. However, the actions and an outling transition
plan that are set out above, will enable the Group to address any
of the concerns associated with the RCP1.9 and RCP4.5 scenarios
as they will contribute to reducing our exposure to both transition
and physical risks. Under the RCP8.5 scenario, despite there being
much uncertainty about the impacts of climate change, we can
expect our business and our stakeholders to be impacted by
more extreme physical risks in the longer term, as well as lack

of policies to support the 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 aperations,
customers and other stakeholders.

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

In preparing the Group's financial staternents (see page 163),
we have considered the impact of the results of cur scenarie
analysis and climate-related risks on our finoncial performance,
and while the effects of climate change reprasent o source

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

Recommendation 3: How the Group identifies,

assesses and manages climate-related risks

In this section, we disclose our processes for identifying,
assessing and managing climate-related risks and how we
integrate these into our overal Risk Management Framework.

3a) The Group's processes for identifying

and assessing climate-related risks

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

Itis also in recognition of transition risks such as 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
consurmed 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 Framework sets
out the high-level control principles that are in place and
those responsible for managing both the overall risk and the
relevant mitigating controls (go to pages 54 to 65 for more
infermation). 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 credit, capital, operations, legal and governance
matters and conduct and regulations. Alt risks are monitored
and reviewed thraughout the course of the year to identify
changes that could impact the risk profile.

3b) The Group’s processes for managing

climate-related risks

The Group's CRC includes representatives from a range of
functions (e.g. from the Group’s Finance, Risk, Prccurement
and Building Management teoms) 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 risk
cautious’ appetite for exposure to climate risk and implement
a control framework that prevents significant customer or
stakeholder detriment, regulatory non-compliance and/

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

with extreme weather events and the progress being made

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

The effectiveness of the Group's climats risk control framework

is assessed by the Board's Risk Committee and has been

subject to independent review by the Group Internal Audit

function as part of the annual 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 llrecommended 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 Frameawork and rmonitored |
on an ongeing basis This enables us to continuously evaluate
the significance of our risks based on their likelihood and impact and
to prioritise their management accordingly Through this framework,
we 0lso monitor the environment for new and emerging risks, and to
keep up to date with any evolving regulatory requrernents. Through
the designation of climate risk as a principal risk, and therefore
its integration within the Group's Enterprise Risk Management
Framework, we are able to assess how it interacts with other matenal
principal risks, including those that relate to credit, capital, operations,
legal and governance matters and conduct and regutations.

We are committed to understanding and assessing the
risks associated with climate change and their impact on
the Group’s financial results, and will continue ta update our
approach to scenario analysis as more businsss-related,
economic and climate data becomes available,

4 6 Vanquis Banking Greup plc Annucl Report and Financial Stotements 2022



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 climate change that are material to our business activitiss and

stakeholders. These are set out below and align

with the risks and ocpportunitiss that have been identified as part of the strategy discussed above Vanguis Banking Group's GHG

ermissions data has been subject to a limited assurance by Corporate Citize

nship in accordance with the ISAF 3NN0 Assurance

Standard. A full Gssurante slulement is avallahle on the Group's corporate website ot wwwyunquisbankinggroup.com.

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

in line with its strategy and risk management process

The metrics and targets that are and will be used by the Group to assess the impact of both the transitior and physicat
climate-related risks ond opportunities on our business activities and slakeholders (e.g. customers) in the short, medium,

and long term are set outin the table below.

Riskfopportunity-

related categories Metrics

Aspects

Cur scope |, 2 and 3 ernissions reporting
and reductions which relate to cnergy
and water use, travel and waste
management

Policy and legal GHG emissions

Increased pricing of GHG emissions.

Scicnce-based Carbon reduction

targets

Rerewoble cnergy  Ronowable energy consumption

Energy source

Market
opportunities

Custornor santiment and porception
regarding their ability to transition to
o low carbon cconomy as woell as the
Group's ESG perfarmance.

Customer
cngagement

Monitor supply chain activitics in linc with the
Group's ESG commitments and Corporate
Ervironmneniol Morogoment POy

Supplicr

Reputation
due diligence

Investor sentiment and parception
regarding the Group's ESG performance.

Investor Relations

Policy/liability

The remuncration of tho exccutive
directers is partly linked to our progress
in meeting the Group’s climate-related
goals and targets.

Exacutive
remuneration

Operational impacts caused by severe
waothe! events and changes in
weather patterns,

Physical risks woather patterns

Targets

See our environmaental KPlresults and our GHG
cmissions table on page 48 of this report and in our
2022 sustainability Report for more infarmation on
hive-year trends.

The Group will monitor Ncreases in operating costs
(c.g‘ associcted with higher complicrce costs).

The Group will clso monitor custormer default rotes due to
incroased costs (o.g. as a result of cnergy cost incrcases)

Carbon reduchon targets, which are recogniscd by the SBT,
will be set in rospect of our scopo 1 and 2 emissions, and
the emissions associated with the goods and sorvices
wo purchase (scope 3, categary 1} by Q2723

Ensure that we use 100% renewable clectricity across
our business pramisos by Daecoember 2024

The Group will,

- monitar the number of Group customers using our
vehicls finance products to purchase BEVs and hybrid
elcctric vehicles;

— monitar customer attitudas and perceptions towards
buying BEVs; and

- ongage with policymakers to support the uptake of
BEVs by consumers In the mid-cost and near-prime
ports of the consurmer credit market.

Engage with 100% of malerially significant suppliers to sot
carbon reduction targets and determing their exposure
1o clirnate risks.,

The Group will continue to engage with our Nvestors on
the climate risk agenda where relevant and ensure the
Group's participation in. CDP, the FTSE4Good Index, MSCI,
the S&P Global Corporate Sustainability Assessment, otc.

Please refer to the Directors’ Remunoeration Report
on pages 127 1o 161

The Group will monitar increases in operoting costs

(e g casotioted with Nereosed insurance proriums ond
potential for reduced availability of iInsurance on assets
in“high-risk’ locations).

We are committed to understanding and assessing the risks associated with climate change and the impact on the Group's

financial results and will continue to update our approach to scenario anat

ysis as maore business-related, economic and climate

data becomes available. In particular, we will continue to develop further insight into the used BEV market, given that the list
price of the majority of used electric vehicles is currently o bariier to ownership for many rmiddie and lower income consumers.
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Sustainability 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 1, scope 2 and material scope 3 GHG emissions, and the related risks

vanquis Banking Group has measured and reported its GHG emissions since 2007 and currently reports this information in
accordance with the UK Government’s Streamlined Enargy and Carbon Reporting (SECR) policy that has been implermented
through the Companies (Directors’ Report) and Limited Liability Partnership (Energy and Carbon Report) Regulations 2018.
Details of our scope Tand 2 GHG emissions in tonnes of CO.e, along with a relevant intensity ratio (le. kilogrammaes of COe
per customer) and information on underlying energy use for 2022, are set out below.

Scope 1 GHG emissions (CO.e)

Gas use

Digsel ond_petrol use_
Scope 2 GHG emissions {CO,e)'

Electricity use {market-based emissions)

Electricity use (location-based emissions)
Scope 3 GHG emissions (CO.e)

Scope 3 associoted ‘well-to-tank’ emissions

Scope 3 category 1 - purchased goods and services

Scope 3 category 3 - fuet and energy-related activities (not included in scope 1 and 2)°

Scope 3 categery b — waste generated in operations

Scope 3 category 6 — business travel

Scope 3 category 7 — employee commuting

Scope 3 category 13 - downstream leased assets (market-based)

Scope 3 category 15 - investments®

Total energy consumed (kilowatt hours)

Scope 1and 2 (and associated scope 3) emissions intensity ratio (kg of Co?e/per customer)

2022 2021
142 200

[ K] m
453 125
862 928
287 74
16,420 17,579
332 4089
16 15

214 269

2,389 Not calculated

0 8]

227,524 Notcalculated

6,013,939 5,460,285

079 1.02

1 We used averoge electneity and gas consumption datan Decambeoer 2022 tor one of the vanquis Bank offices as the invoices for that period ware
outstanding at the time of reporting The market-based smissions from two supphers are in €O, and not CO_e {.e. do notinclude non~C O, emissions).
howaver the vanance betweon CO, and CO,e is considered 1 hot be matenal

won

This year, we have included the well-to-tank’ emizsions Tor LK glectricity (goneration) os part of Category 4 reporing
The market-basad mcthad was used ta Calsuidne the emissions assaciated with an office that is leased by the Graup.

4 The emissions from the vehicles that are financed by the Group are based on the numbar of vehicles that are on a contract that 1s active as at 31 December 2022
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In reporting our emissions we follow the GHG Protocaol
Corporate Accounting and Reporting Standard to calculate
Scope 1, 2 and 3 emigsions that are material to our UK
operations. We use a financicl control approach to account
for our GHG emissions and use emissicn conversion factors
from BFIS/Defra’s GHG Conversion Factors for Company
Raporting 2022. Our reportad scope 1 emissions are those
generaled rom gas and oil used in buildings, and emissions
from fuels used in the small number of company owned
vehicles used for business purposes. Our reported scope

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

us with the relevant conversion factor, we have used the
market-based methed, otherwise, we use the location-based
method. We also report the GHG emissions (scope 3 —
category 3) associated with the production, transportation
and distribution of fuels used by transport and utilities
providers. In addition, we also report the following categories
of scope 3 emissions which are material to our business
activities: fusl and energy-related activities (category 3),
waste generated in eperations {category 5); business travel
(categary 6); and employee commuting (category 7).

In terms of reporting 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 assets (category 13) which account for the emissions
that arise from the subletting of No.b Godwin Street, Bradford;
and investments (category 19) which relate to the financed
GHG emissions associated with the vehicle finance we
provide to our customers. In lerms of the latter category,
these emissions were calculated using data that 1s held

by our vehicle finance business.

As mentioned above, the Group is currentty in the process
of setting carbben reduction targets that will be approved
by the SBTI These targets will be set in respect of our scope
Tand 2 emissions, and scope 3, category 1 emissions which

are associated with the goods and services that we purchase.

The Group is required to set a target in relation to ils scope
3, category 1emissions because of the contribution they
make to our overall carbon footprint. This is despite the
contribution made to the Group's everdall carbon footprint
by our scope 3, category 16 emissions being larger. However,
the SBTi's most recent guidancs 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 these emissions. Setting a target for these emissions is
also dependent an all censumers, including those on lower
incomes, being akle to afford electric vehicles as well as

an effective charging infrastructure being developed and
implemented across the UK. We wilt continue to identify
opportunities to set additional climate-related targets

as more data becomes avaikable, methodolagies get
developed, and we gain more experience in target setting.

Reducing the carbon intensity of our operations

To achieve our net zero goal, we continue to focus on
improving the energy efficiency of our operations. We do this
by driving energy efficiency across our business premises
and by ensuring good practice and installing more efficient
lighting systems where possible. We also continue to offset
our GHG emissions through the purchase of carben credits
in renewcble energy projects. This year, we have shifted our
approach to carbon offsetting. Instead of financing projects
which are now considered 1o be carbon avoidance, we have
financed two carbon capture projects, one locally and one
overseqs. By doing this, cur approach to offsetting supports
the removal of carbon from the atmosphere. In doing so,

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

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

and services we purchase.
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Section 172(1) statement

Section 172(1) statement

The directors have acted in ¢ wdy that they
considered, in good faith, would be most likely

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

Stakeholder engagement

The Board's engagement with stakeholders is
informed by the Group’s stakeholder engagement
strategy (see pages 85 and 102) which drives
effective and strategic relations betwesn the
Board and its key stakeholders, taking into account
differing stakeholder interests and methods

of engagement.

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

Principal decisions

5.172 of the Companies Act 2006 ultimately
requires effective decision making by the Board.
The decisions of the Board are led by the Group's
Purpose, culture and strategy, designed to deliver
long-term value for its stakeholders. Key activities
undertaken by the Board during the year are
detailed on page 76 and the principal decisions
made by the Board are detailed on pages 51, 75,
77 and 85.

Disclosures relating te how the directors have
discharged their responsibilities under s.172 are
integrated throughout the Strategic ond Governance
Repott; pledse see the table opposite for references
throughout this report.

Mare information on our Board's commitment to setting
and driving strategy can be found on poge 74,

Purpose and

Stakeholders
cufture

Strategy

Decisions

Section 172 provisien

The likely
consequences
of any decision
inthelong term

The interests of
the Company’s
employees

The need

to foster the
Company’s
business
relationships
with suppliers,
customers
and others

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

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

The need

to act fairly
as between
members of
the Company

Relevant disclosure

Chairman’s statement
Strategic Pricrities

Our approach to sustainability
TCFD disclosure

stakeholder engagement
Principal risks and uncertainties
Viability Statement

Board cctivities

Corporate Governance Report
Nomination Committee Report
Directers’ Remuneration Report
Directors’ Report

Engagement with shareholders

Chairman’s statement

CEO's review

Cur people

Stakeholder engagement
principal risks and uncertainties

Chairman’s introduction to governance

value for our stakeholders
Board activities

How the Board monitors culture
Our Desighated Non-Executive
Colleague Champion

Chairman’s statement

CEO's review

Business model

strategic Priorities

Qur approach to sustainability
Non-financial infermation statement
Ethics and governance
Stakeholder engagement

Qur customers

Principal risks and uncertainties
Corporate Governance Report
Board activities

Engogement with shareholders

Chairman’s statement

CEO’s review

Our approach to sustainability

TCFD disclosure

Non-financial information statement
Ethics and governcnce

Stakeholder engagement

Principal risks and uncertainties
Board activities

Chairman’'s statement

CEQ's review

Our people

Our approach to sustainability
TCFD disclosure

Non-fingneial information staterment
Ethics and governance
Stakeholder engagement
Board activities

How the Beard monitors culture
Board evaluation

Audit and Risk Committees

Stakeholder engagement
Engagemant with shareholders
Board activities

Directors' Remuneration Report
gusiness medel
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Decision making for long-term success

Board discussion and decision making is informed by the
interests of our kay stakeholders. Board papers contain
analysis of the impact of the proposal on the Group’s
stakeholders and how the provisions of 5172 have been
considered. The Board acknowledges that the Group has

a wide range of stakeholders with differing interests and
prorities, and decisions will not always result in o positive
cutcome for all stakeholders. The Board therefore seeks to
balance stakeholders’ competing interests in order to make

balanced decisions that drive the Company’s long-term
success. Being led by the Group’s Purpose, culture and
strategy, the Board ensures that decisions are consistently
made with the intention of promoting the long-term success
of the Group and 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 principal decisions, including the Board's decision
making process and considerations in reaching their decision,
below and on pages 51, 75, 7/ 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 Vanguis leans into a single product under the Vanguis brand
supported by an agile Group-wide technology platform known as Gateway. You can read more about this on page 34.

Decision making process

The Sunflower lcan and Vanquis open market loan products
were launched on o pilot basis last year and the performance
of these pilots were monitored by management, using KFIs
and governance committees. The Board received updates
on the performance of the pilets via reports from the CEQC.
Following the cenclusion of the pilots, the Board reviewed
the financial perfermance and KPIs of the two pilot products
and decided that the products be consaclidated into a single
Vanquis branded loan with @ lower risk target market and
lower APR.

Strategy and Purpose

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

a single-brand loan product. Furthermore, the consolidated
propaosition supported the Group's Purpese to help put
people on a path to a better everyday lite 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 o continue its open market loan product
under the Vanguis brand at larger volumes.

Links to stakeholders Links to strategy 2

linkstorisks P4 PS5 P11 P12 Linkstos.172

Links to stakeholders Links to strategy

Customers Communites

1 FPeople and Culture

Investors Covernmoent

2 Crowth cund Sustainability
Colteaguns Supphers
Regulators Ponsionoers 3 Customer and Community

Dabt providers

Challenges

The Board considered the risk that the volume of change
and migration to the Gateway platform might cause
disruption to customers and would reqguire additional
resources to support the technology delivery requirements.
The Board received gssurance from management that 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 our customers were a key consideration in the
Board’'s decision making. It wos recognised that the greater
range of APRs should enable our customers to access the
right product at the right time in their customer journay,
and allow us to reach a wider customer base, While the
decision to consolidate the locans under the Vanguis

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

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

3

Links to risks Links to s.172

The dikaly consequences of any

P Find our key risks At
checision inthe long term

on pago 57
The Intarosts of crmployaes
Business rolationships with
suppliers, customers and others

Tneimpact on tha community
and the environmeaent

Maintaining o reputation for high
stondords of business conduct

Acting fairly as between members
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Non-financial information statement

Non-financial
information statement

infarmation en the Group’s non-financial impact can be found throughout the report. The table below explains how the Group

meets the non-financial reporting requirements of the Companies Act 2006,

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

on page 75.
Colleagues and Qur celleagues are central to the Group's long-term success and the
their contribution achievement of its mission. We continue to work to enhance our workplace

culture and maximise colleague engagement.

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

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

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

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

Environmental impact supporting policies: Environmental Management Policy, Climate Principal Risk
Policy and Procurement Policy.

Due diligence: The Group reports in line with the recommendations of the Task
Force on Climate-related Financial Disclosures (TCFD) which enables us to
consider the impact of climate-related risks and opportunities on the Group’s
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: Climote risk (page 62) ond conduct
and regulatory risk (page 63).

Medasurement: Pursuant to the FCA's Listing Ruie 9.8.6R(8) and the Companies
(Directors’ Repaort) and Limited Liability Parinership (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.anquisbankinggroup.com/sustainability. The Company also makes

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

and reports on its progress annuclly -
www.yanquisbankinggroup.com/sustainabilityfresponding-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 social and/or financial inclusion.

Supporting policies: Community Involvement Policy and Volunteering
ond Motched-Funding Palicy.

Due diligence: The Group’s community investment strategy is reviewed and
approved by the Group Executive Committee and the Board on an ongoing
basis. This involves ensuring that the Group's investments have a sustainaple
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
cammunity investment activities, as well as the sccial impacts that have been
delivered, in its Annual Report and Accounts and standalene Sustainability
Report - www.vanquisbankinggroup.com/sustainability. This is done using the
Business for Social Impact B4S| Framework so that the Group can understand
the differences its contributions make to business and society. The Group's
colleague surveys are also used to understand colleagues understanding of,
and engagement with, the Group’s community investment pregramme.

The Group is committed to supporting and respecting human rights and, as
such, is opposed to slavery and human trafficking in both its direct cperations
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 the Group's policy requirements and meet legisiative
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, infermation 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 Mcdern Slavery Statemeant
www.vanquisbankinggroup.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.vanquisbankinggroup.com/sustainability/our-policies.

Supporting policies: Anti-Bribery and Corruption Policy, Corporate Hospitality Page 116
Policy and Whistleblowing Policy.

Due diligence: The Group has a zero-tolerance approach to bribery and
corruption and all colleagues undertake mandatory training. The Audit
Committee 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: Complation of mandatory training is monitored;
whistleblowing reports are overseen by the Board; and any matters ralating
to corporate hospitality are monitored by the Audit Committee,
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Risk management and principat risks

Building an effective and sustainable

Risk Management Framework

66

In 2022, we successfully implemented the
Group's risk strategy and Risk Harmonisation
Progromme. This has enabled the Risk
function to provide a greater leve! of insight,
challenge and support 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 environment to support the
management of its risks consistently and
effectively. In 2023, we will embed these
enhancements and generate further
benefits from risk harmonisation.

Gareth Cronin
Group Chief Risk Officer

with Gareth Cronin,

Group Chief

How are we strengthening our risk management
capabilities to support the delivery of the Vanquis Banking
Group’s strategy?

vanquis Banking Group has heavily invested in upskilling

the Risk function over the last two years and will continue
this through the implementation of risk investment priorities,
which form part of Vanquis Banking Group's Risk Strategic
Framework 2023-2026. The Risk function is structured to
ensure we have sufficient expertise to provide support and
robust challenge across our principal risks. We also have a
fit for purpose process for detecting and reporting emerging
risks. In an economic environment where credit risk is top

of mind, we constantly review cur 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 o Group-wide integrated Risk
Management Systern which enhances efficiency and enables
the function to be more strategic in its activity.

How are we proactively responding to the significant
changes in cur regulatory and econemic environment?

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

Risk Officer

basis. The current economic environment and ‘cost of living
crisis’ is very much top of mind, and we have enhanced and
intensified our credit risk monitoring and reporting to help
identify 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 topics, including our approach to regulatory
obligations and the performance 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 cutcomes,

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

In response to the current economic environment aond ‘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 chalienging
and overseeing the implemeantation of the IT risk strategy as
vanquis Banking Group maoves off its legacy systems and
onto a modern cloud-based platform {Gateway). The Group
demonstrated a strong execution capability throughout
2022, which will remain a key requirement as we continue to
execute significant strategic and operational change in 2023.
The improverments made with respact 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 continued to strengthen its risk
management capabilities and is embedding these into
pusiness-as-usual practices, This has been delivered primarily
through the Risk Harmonisation Programme which sought

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

Group's approach te risk management

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

of Vanauis Banking Group, it is critical to enable us to
optimize our shareholder return while maximising our
business opportunities and positive cutcomes for all our
key stakehoiders, which include sharsholders, customers,
colleagues and regulators. The Group Risk Managemeant
Framework plays an impeortant role in supporting the Group
Boord and Exacutive in implementing an integrated business
strateqy. The Frameawork is based around an ‘enterprise’
approach, enabling o single view of all risks and managing
those risks in a consistent way up, down and across

the enterprise,

Risk culture

Our Purpose, strategic drivers and behaviocurs combine to
drive us to always do the best we can for our customers

and colleagues We premote o risk culture that supports
appropriate risk awareness, behaviours and judgements

in the level of risk we are willing to take, Our culture is
underpinned by an appropriate balance between risk and
reward, with accountabilities reinforced through the Senior
Managers and Certification Regime {SMCR). Risk objsctives are
alse included as part of non-financial measures in Group and
product executive scorecards and we have embedded g Risk
Adjustment Framework to formally record the linkage between
risk management and reward. We have further strengthened
this approcch by mandating all employses, irrespective of
seniority and business areq, to have 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 erganisation is prepared to seek, accept, or tolerate
at any point in time, and mecasured over a rolling 12-month
period. Qur risk appeétite is holistic and covers the 13 principal
risks detailed later in this report. The Board is responsible

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

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

- The Risk functicn was fully centralised in 2022,
consclidaring the legacy divisional risk teams,
removing siloed operating medets, and harmonising
best prociice woys of working. The Risk Leadership
team was enhanced with the appointment of a
Chief Conduct and Compliance Officer and Chief
Credit Officer This also included recruitrment and
reorganisation to enhance oversight of key risk
areas such gs treasury, operational, conduct
and information technology risks.

- We have implemented an integrated Risk

Managerment System {(Riskonnect) that provides

a central and secure repasitory of risk information
across our three lines of defence. Implementation
of the systern has significantly enhanced our risk
management capability, improved risk and contro!
effectiveness, and realised resource efficiencies
with the automation of processes and reporting.

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

- The Risk and Control Self-Assessment (RCSA)
processes foriT and non-IT (operct'\onol) risks were
subject to a budgeted programme of improvement
activity, jointly sponsored by the Chief Gperations
Officer, Chief Information Officer and Chief Risk
Officer. The objective of this activity was to enhance
the accuracy, completeness and reliability of risk
and control data and to streamline the end-to-end
process in readiness for RCSA transitioning onto 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 Vanguis Banking
Group's business strategy ond its strategic risk objectives. It defines the over-arching
approach through which the Group’'s risk appetite is established and communicated.

Strategic risk objectives

Maintaining a secure and efficient
capital and funding structure

Delivering sustainable growth
and returns to our shareholders

People %f
and Culture % Optimising our reputation
£ and becoming the trusted bank
2 for the underserved
Growthand u
Sustainability .f;’
8 Establishing a strong risk
Customer 3 and customer-centric culture
é
o

and Community

Maintaining operational resilience
and business capabilities

Group strategy and purpose
we're here to halp put people on g poth [o o better everyday life

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

Capital

Funding and liquidity

Market

Credit

Strategic execution

Climate

Legal and governance

Financial crime

Conduct and regulatory

People

fechnology and information security

Opsraticnal

Model



Risk appetite headlines

Capital
We will maintain sufficient capital, both in guantity and quclity, to meet regulatory reguirements and will hold
o management buffer as agreed with the Board.

Funding and liquidity
Our 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 liquidity risk appetite is to maintain sufficient liquidity resocurces to be able to meet our liabilities as they fall due,
whether in normal conditions or stress, while alse masting our regulatory reguirements.

Market
we will ensure that under o severe and adverse change in interest rates, any risk to 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 organic and inorganic, which remain aligned to ocur customer, regulatory
and commercial objectives, and execute in controlled and sustainable manner.

Climate

We will understand, review and address our exposure to climate risks, meet our commitments on climate targets and
reporting in ling with relevant Government legislation and recommendations, and seek new opportunities arising frorm
climate change. We will @nsure that our climate targets are set in line with our commitment to support the UN's Business
Ambition Campaign to hold the increase in global temperatures to 1.5°C above pre-industrial levels.

Legal and governance

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

Financial erime

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

Conduct and regulatory
We will defiver fair outcomes for our customers at all stages of the customer lifecycle. We will gim to avoid any material
regulatory 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 warkforce who are aligned to our Purpose and Group culture.

Technology and information security
We will maintain robust, resilient technology platforms/systems and services with strong information security and data
controls to prevent significant customer detriment, regulatory breaches or reputational damage.

Opetrational
We will limit operational losses as @ result of control failures attributed to psople, processes and systerns including
those over external suppliers.

Model
Through strong gevernance, material risks of using models will perform in line with expectaticns.
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Risk management and principal risks continued

Risk governance structure

The Vanguis Banking Group risk governance structure is outlined below. In combination, the various Board,
executive and risk cormmittees sirengthen our abllity to identify, assess, manage and report risks, while
supporting Vanguis Banking Group in responding to the changing external and regulatory environment.

Vanquis Banking Group Board

Reviews Vanquis Banking Group’s Risk Management Framework annually to ensure that it remains fit for purpose
and complies with relevant laws and regulations including the 2018 UK Corporate Governance Cocde.

Board committees

Risk Committee (RC) Customer, Culture and Ethics Committee (CCE)
Board committee responsible for ensuring that there Board committee responsible for reviewing Vanguis
is an appropriate Risk Management Framework Banking Group’s culture and business processes ta
embedded across the Group, monitoring key risk ensure they are focused on delivering fair customer
positions and trends, and providing oversight and outcomes, overseeing the Group's delivery and
advice to the Board in 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

L’ Executive Committee (ExCo)
Executive Committee, chaired by the CEQ. responsible for developing, proposing
and implementing Board approved strategy. In doing so, it is responsible for managing
the Group strategic risks and overseeing praduct risks.

Three lines of defence (3LOD) model

vanquis 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, monitaring and reporting risk within its respective areas
whilst ensuring thot appropriate internal controls, processes ond systems ore in place to deliver against businass
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 reported appropriately.

The third line of defence - Group Internal Audit

Provides independent and objective assurance on the design adequacy and oparctional effectiveness of internal controls,
and cverall effectiveness of Vanquis Bonking Group's risk governance and risk management practices, and provides
assurance on whether the first and second lines of defence fulfil their respective responsibilities.
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Principal risks

Principal risks are risks 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 Ranking Group's nverall rick appotito.

P1 capital risk

Risk description

The risk that the Group
fails to maintain

the minimum
regulatory capitol
requireiments and o
management buffer on
a consolidated basis
to COVOr risk CxXposures
and withstand o
severe streas as
identificd as part of
tho imterral Capital
Adeguacy Assessmaont
Process (ICAAPL

M

itigating activities and other considerations

The Group and Bank maintain capital raties in excoss of regulatory requirements. The capital risk metrics are
regularly monitored ot Asset and Liabkility Committee (ALCO) the Risk Committee and the Board, and arc subject
to other intermal management reviews This includes ensuring that capital resources are sufficient for plannod
changaesinthe balance sheet, and consideration of changos in the regulatory snvironment On 8 March 2023
the Group announced an update about our capital reguirerments from the PRA, following conclusion of its
Capital Supervisory Revigw and Evaluation Process Tne oulcome was a reduction in the Group’s Total Capital
Reguirement by more than a third, from 18.3% to 1 9%.

In inewith the PRA's requirements, the Group's Internal Capital Adequocy Asscssment Procoss (ICAAF} s updated at
least annually. Challenge and oversight of the KCAAP occurs ct ALCO and Risk Committee before approval by Bord,

The 2032 1CAAP 15 the first assessmont since the closure of the Consumer Credit Division (CCD) As CCD
has beenremoved from the assessment, the associated capitat requiremaents hove reduced. The ICAAP
demonstrated that the Group and Bank are more than adequately capitalised

The methodology for assessing capital nisks takes the Pillar | reguirernents for crodit, operatioral and market
risks as o starting point. The assessment then considers whether the Pillar 1requirement is sufficient to cover
management’s own assassmeant of the risks {such os credit concentration, operational, pension and interest
rate nsk). Where it is considered that additonal capital is required, this is held as o Billar 2A reqJirermant

The combination of Pillar 1 and Pillar 2A requirerments form the total captal requirernent (TCR).

To protect against the risk of consuming Pillar Fand Pillar 24 requirements, firms are subject to regulatory
capital butfors Where relevant a firm-specific PRA buffer is also appliod

Tho overali capitaf requirement {OCR) for the Group and Bank s comprised of: (i) the TCR {covering Pillar 1
and 24) set by the PRA after reviow of the ICAAR; (1) the combined buffers; and (i} a PRA buffer set by the PRA

At 31 December 2022, the Group's CET) ratio was 26 4% (2021 29 14}, the TCR was 37 5% (2021 40 6%} and the OCR
was 21 8% (2021 20.8%), cxcluding any confidential buffars, If applicable The Group and Bank also monitors the
Leverage Ratio which was 21 0% (2021118.%). By 1.Jonuary 2022, around 75% of all transitional adjustrments had
been absorbed through capital resources, with the remaining transitional adjustment to be fully unwound on
I January 2023 On a tully loaded basis, the Group copital rosources are in excess of its capital requircmant

In Decarnber 2021, the Financiol Policy Committee (FPC) announced an increase to the UK Counterayclical
Capital Buffer (CCyB) rate te 1%, to be implemented by 13 Decembzer 2022 In July 2022, the FPC confirmaed
a further expected increase to 2%, effective & July 2023 The impact of this on the Group's OCR s axpoctad
to be partly offsct by a confirmation from the PRA thot the temporary 0.56% buffor (boing the CET1 portion
of the PSi5{20 2A reduction) imposed due to uncertainty arising frorn Covid-19 will be removed, effective
31 December 2022, The Group and Bank already have safficient capital resources 1o fully absorts the net
increase of 1.44%,

The Group and Bank have elected to adopt the transitonal adjustmants for IFRS 8. The transitional adjustments
Pave historically had o matericl impact on the Group's and Bank's regulctory capitel position due to high lovels
of provisioning By 1 January 2022 around 75% of all transitionat adjustrents hod been absorbed through copital
resources, With the remaining transitional adjustrent to be fully unwound on 1 January 2023

Given the robustness of the Group's financial position and the Group's first haolf perforrmance, an interim
dividend was announced as part of the 2022 interim results. Prior to this the Group had not paid a dividend
since the 2019 interim dividend.

Ifthe Group or Bank was to encounter a significant stress on capital resources, a Recovery Plan is maintaincd
which includes options to ensure that thoy can remain sufficiently capitalised to rernain viable. Recovery Plan
Early Warning Indicators (Ewls} and Invoeation Trigger Points {ITPs) are regularly monitored and reported against,
During 2022, the Recovery Plan was enhanced to engure complionce with latest regulatory guidance, as well as
ensuring that ¢l recovery oplions wore appropriotely considered. The Group ond Bank continue to have a wide
range of recovery options avaoiloble.

As part of the intre-group funding arrangament, ¢ Core UK Group {CUG) waiver was approved in Novernbor 2022
which allows vanguis to utilise retoil deposits to fund the different parts of the Group, resulting in lower cast

of funds for the non-bank group As part of considerations over Vanquis Bank's CUG waiver application, a Capital
Support Agrecmaent {CSAY was granted by Moneybarn in favour of Vanquis Bank. The CSA, in circumstances
where Vanguis Bank is failing to meet its solo copital requirements, requires Moneybarm to contribute any
excess copital, or igquichty, it holds to Vanguis Bank. In addition, Moneybarn was capitalised asif 1t were

a regulated entity, based on the Group's 2022 ICAAP.

The Group's Pillar 3 disclosures contain @ comprehensive assessmeont of its capital roguirernent and resources
Fillar 3 disclosures tor the year ended 31 December 2022 are published separately on the Group's website,
wwwvanquisbankinggroup com.
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Risk management and principal risks continued

Principal risks continued

P2 Ffunding and liquidity risk 1 2 3 —

Risk description

The risk that the Group has

. insufficient financial resources
to meet its obligations {cash
or collateral requircments)

i as they fall due, resulting in
the failure to meot regulatory
hquidity reguirements, or is only
able to sccure such resources
at excessive cost

Links to strategy

Mitigating activities and other considerations

Funding and hguidity risks are ranaged within o comprehiensive risk framework This framowork
cnsures that the Group and the Bank maintain stabile and diverse funding sources and a sufficient
holding of high-guality liquid asscts such that thare is no sighificant risk that habilities cannot be met
as thay fall due. Funding and liquidity reguirements are regularly monitorod (o support the strategy
af the Group and Bark,

Funding and liquidity fisk is managed by the Group's Treasury tunclion and is overseon by the

ALCO funding and liquidity metrics are maonitared daity through dafly liquidity reporting and monthly
at ALCO meetings. Metrics are alse included in the informaotion packs presented to the Group’s ExCo,
Risk Committoe and Board.

The primary metrics used to monitor and assess the adequacy of liquidity is the Overall guidity
adeguacy Rule (OLAR) (which is the Board's own view of the Group ¢nd Bank liguidity needs as set out
in tha Board approved Internal Liguidity Adequacy Assessment Process (LAAP)), the Liguidity Coverage
Ratio (LCR), and Net Stable Funding Ratio (NSFR). Liquidity is managod by working to ensurc compliance
with the miost binding metric and is monmitored on a sela and consolidated basls

During 2022, a significant amaount of work was undertaken to update the ILAAP. The 2022 8oard
approved ILAAP is the first ILAAP preparad for the consohdatod Group and excludes the CCO which
was closed in Decomber 2021 The ILAAP demonstrates that the Group and Bank have sufficient
high-guality liguid assels to meet severe but plausible stress scenarios

Treasury conduets regulor and comprehensive liquidity stross testing ta ensure that the Group
ond Bonk's iquidty possbon remalns within the Board risk appetite. Stress testing covers idiosyneratic,
market-wide and combined stross scenarios, including reverse stress testing.

ihe Group and Bank have rdintoined hquidity ratios in excess of regulotory ond internol requirements
throughout the year ond continue to hold significant levels of high-quality liquid assets (HQLA)

The liquidity position was monaged to morg normalised levols following action that was taken during
the Covid-19 pandemic.

Throughout the year, the Bank has dernonstrated that it continucs to huve access to the retail depasit
market through tixed rate deposits The Bank is sceking to widen the range of retail deposit products
that it offers, iIncreasing the pool of relail deposits it has accoss to as well as helping to olleviate
upward movements w funding ¢ost.

Following the approval of the CUG walver, retall deposits will provide most of the funding for the Group,
resulting in lower cost of funds. Wholesgle funding sources will be reaintammed to ensure dwersity of
funding sources and provide contingent funding options

if the Group or Bank was to encounter a sigriffeant stress on liguidity rosources, a Rocavery Flarm

is raintained which includes options to ensure that they can remain sufficiently iquid to remain
viable. Recovery Plan Early Wwarring Indicators {Ewlis) and Invocotion Tngger Points (ITPs) cre rogularly
monilored ond reported against. During 2022, the Recovery Plan was enhangod 1o ensure compiionce
with latest regulatory guidance, as well as ensuring thot all recovery options wore appropriately
considerad The Group and Bank cantinud to have a wide range of recovery options availatile

1 Pecple and Culture 2  Growth and Sustoinakility 3  Customer and Community
!
Risk trend
I Risk improving — Risk stable \), Risk deteriorating
{overail level of risk is decreasing) {(no change) {overall level of risk is increasing)
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P3 Market risk

Risk description

The risk that the net valuc of, o
netincome arising from, assets
and liahilities is impactod ag
aresult of changses imman kel
prices or rates, specifically
intercst rates, currency rates

or equity prices.

P4 creditrisk

Risk description

The risk of unexpected credit
losses ansing through cither
adverse Mocraoconomic
fuctors or parties with whom the
Group has contracted failing te
rmoet their financiol ebligations

Mitigating activities and other considerations

= Market risk is managed by the Group's Treasury function ond is overseen by the ALCO. The Group
and Bank do not take significant unmatched positions and do not operate trading beoks

= ine Group and Rank use interest rate sensitivity gap unalysis to infarm the Group ond Bank of any
significont unmatched positions.

- Theintarest rate risk position is reported on a monthly basis to the ALCO and includes risk appetite
metrics sct for both carnings ot risk (Far) and market value sensitivity {MVS) These are assossod
against o 100bps and 200bps parallel shift In rates respectively.

~ Tha Group and Bank alse monitor their exposure to ecenomic value of equity (EVE), against a 200bps
parallel shock in interost rates, as well as the six standardised shocks proscribed by the Baset
Committee on Banking Supervision (BCES).

— Throughout 2022, g significont armount of work has been undertoken to volidote the interast rate risk
position on a behavioural basis and intreduce the capability to transoct intarest rate derivotives
to manage the residual interest rate risk position. This culminated in the transaction of interost rate
darivatives (SONIA linked) in the second half of the year

= The Group and Bank monitor their exposure to basis risk, with Bank of England bose rate and SOMIA
the only external reference rates used The Group does not have any exposure o LIBOR

=~ The Group continues to monitor potential implications for the strategy in respense to finangiol
market turbulence end undertokes roviews of product pricing to ensure it is consistont with markets
and cast of funds.

Mitigating activities and other considerations

Creditrisk remaoins a key focus for the Group given the current macrogconomic ervirenment.

- The Group contirues to monitor the impact of the cost of lving crigis on portfeho performance,
ond internal measures have been put in ploce to help mitigete potential risks These includa, but are
not Imited to, alignment of creditworthiness asscessments to tho latest official inflotionary outlook,
production of tlargeted management information, and enkanced torboarance programmes. Ongoing
executive focus is maintained through a Cost of Living Forum, jointly chairod by the CRO and the COQ,
together with standard Risk Cormmittec reporting

— Tho Group's credit risk appetite is under regular review by the Credit Committec and Risk Cammittec
to ensure that it remains aligned to current market and economic conditions

- Across-functional working group s In place to create a centre of excellence for calculation of
provisions under IFRS 8. The working group ensures that thore aro suitably skilled resourcos with clear
accountabiltics, cffective governance arrangements, optimised mocdels, ahgned activities and
effective management inforrmation and insights across the Group

Performance of risk models 1s being closely monitored by the Group, with adjustments implementad
where any continued deviation from expected performance is evidenced.

= The Group continues to pursuc opportunities to supploement oxisting dota sources to enhanca
both credit and offordability risk, 1o, open banking.

P5 strategic execution risk 12 3

Risk description

The nsk of making and/

or executing poor strategic
decisions related to ocquisitions,
products, distnibution, ctec. as a
rosult of ineffactive governance
arrangemaonts, processes

and conrtrols.

Mitigating activities and other considerations

- The Board and its sub-committees make risk-based decisions in the formulation of their business
strategy, in line with their Delegated Authorty Framowork and Risk Appetite Framework and subjoct
to independent oversight from the Risk function.

- Board Governonee Manual and Delegated Authontios Matrix (DaM) is in place to provide a framowork
for key decistion making at all levels across the Group

- Executive director scoregeards are in place, with reward incentives bascd on a combination of financial
and non-finarcial measures.

= Group Risk Appetite Framework is in place with agreed metiics and thresholds approved by the Board
- Strateqic end cmerging nsks are reported to tha GEC and GRC on any arcas of concern

— Risk overlay is completed annually by the Group CRO on behalf of the Remuneration Committoe
{Remco) to provide roccommendations on adjustments to variable roward whare governance has failed

Vanquis Banking Group plc Annual Report and Financial Statements 2022 6]

uedsl o1Beiong



Risk management and principal risks continued

Principal risks continued

P8 climate risk

Risk description

Tha physical risk of the impacts
of climate change and the
business sisk pesed to the Group
and its counterpartias related
tc non-compliance costs and
financial loss associated with
the process of adjusting to o low
carbhon economy.

Mitigating activities and other considerations

Group-wide Climate Strategy and Policy is in place 1o ensure appiopriale governonce, controls
and processes are in place te support compliance with TCFD requitemaents and broador ESG strategy
(mcluding net-zero mrgcls).

Climate Risk Committee is in operation, supported by Climate Risk and Environmental Working Groups,
focilitoting the integration of chmate considerations into the Group's broader Risk Management
Framework through its reporting lines into the Customer, Culture and Ethics Committeo and Group
Executive Committee,

Quantitative Climate Risk Scenario Analysis and Stress Testing Framework is in place to inform
forward-looking strategy, with scenarios proposed to identify potential financial impacts of
transition and physical climate-related tisks 1ICAAP activity continues to take account of material
climate-related financial iImpacts, moating PRA requiremonts.

The: Group continues ta offsot its direct oporational corbon footprint via sustainable dovelopment
projects and all main Group premises maintain ISC 140012015 comphiant status,

P7 Legal and governance risk 12 3 4

Risk description

The risk that the Group is
oxposed to hinancial loss,
fines, censure or enforcerment
action due to failing to comply
with legal and governance
requirements as a rosult of
incffective arrangements,
procossas ond controls

Links to strateqy

Mlhgc:tmg activities and other considerations

The Group simplified and strengthened its governance structure by collapsing and consolidating
the Vangus Banking Groun and VBL Board oxecutive structures

Board Governance Manudl and Group Delegated Authoritios Frameawork s 1n place, sctting out
key decision rmaking at ol levels across the Group.

Board offectiveness is assessad on an annudl basis with action plans in place to promote a culture
of continuous improvement.

explicit approval from the Board is required hefore any decisions ond actions are made that could
result in risks matenalising outside of oppetite

Conflicts of Interast Palicy and processes are in place to ensure alt employocs meet their
fiduciary responsibilities.

Al regulatary intoractens are recorded and tracked, with regular reporting through the exocutive
and Board cominittces to ensurc consistency and read ocross through o Group lens

The Group proactively engagos with regulalory autherities and industry bodies on forthcoming
regulatory chunges

Governance arrgngements are continuousty revicwed to ensure they are designed and opoerating
effectively to moet the Group's objectives

1 People and Culture 2 Growth ond Sustainability 3 Custormer and Community
Risk trend
’I‘ Risk improving — Risk stable \], Risk deteriorating
(overml level of risk is decreuswng) (no change) (overall tevel of risk is |ncrec15|ng)
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P8 rinancial crime risk

Risk description

Therisk that the Group's
products and services are used
tr frcilitate fincneial grima
against the Gieup, custormers
or third partics.

M

itigating activities and other considerations
The Group is committed to oparating G strong ond risk-propertionate set of systems and controls
to manage the risk within oppetite

The sacond line Financial Cnme Oversight tearm has been sigmticontly enhanced with regards
to capacity and capability

Arevised Group-wide financial erime assessment appreach establshod to set control requirements
which define the stondards by which financial crime risk will be managed.

New AML, CTF and Sanctions Policy has been implemented which sets out control standards
and reguircments in line with the Group's Financial Crime Risk Assessment Methodology

Regulatory actions and notifications are menitored and managed inline with relovant timescales,
and regular horizon scanning takes place to identify relevant and significant regulatory change.

A Customer Lookback Project was successfully completed in March 2022, whereby 100,000 alerts were
manually reviewed This gave the Group confidence of Politically Exposed Person (PEF) records and
that no relationships exist with individJals subject to economic sonctions,

P9 conduct and regulatory risk 12 3 A

Risk description

Tharisk of customer detrment
duc to poor design, distribution
and execution of products and
services or other activitios which
could lcad to unfair customer
outcomes or regulatory consure

M

itigating activities and other considerations

A Group-wide Conduct Risk Framawork has been developed, with plans in place to further embed
its requirements across the Group This enables the Group to demonstrate adherences to the
requiroments set out within the FCA's three-yoor Strotegy and Annuol Business Plan and includes
irmproved menitoring of customer cutcomes across all high risk interactions such as lending,
farbearance, vulnerability ond complaints

A programme of activity has been established to meet the requirements of the FCA's Consumer Duty
regulations coming into force 2023-2024. The Board and Risk Committec are provided with regular
updeotes to suppart thoir oversight

As part of risk harmonisotion, the legacy divisional Conduct and Complance teams have boen
centralised and report to the Greup's Chief Conduct and Complionce Officer who continues to
consolidote consistent and best practices.

Conduct Palicies and Procedures are in place to ensure the Group hos apprepriate controls
and processes 1o deliver fair custormer outcomas

Group Complaints Forum and reporting woere established to ensure the Group is learning from
complaints trends across products. Including any FOS referrals or upholds and actions of clams
management companies This has resulted ina number of strategic changes outlinea in the Group's
emerging risks: ‘Threats to our busincss model' ond ‘Responsible fending”.

As part of the Group’s respense to the cost of living crisis fcole), a number of steps have becn taken,
including revicwing the range of support available to customers and setting up a Cost of Living Forum,
which closely monitors for early indicators of cost of living pressures in the Group's bock performance,
to enable any remedial action to be taken as required. The Group has proactively liaised with
regulators to share insights on the COLC impact, providing updates on the outcome of the Group's
monitoring and adjustments to its credit risk approach throughout the year. The FCA have concluded
a review of Cost-of-Living Crisis Forbaarance Outcomaes which Moneybaorn were scelected to be port of,
The findings, received on 3 February 2023, were consistent with an internal review performed during
2022 which initioted o programme of work to enhonce the effectiveness of operational arcas to deliver
improved customers outcomes. This in-fight programme will be further enhanced to reflect any
additional areas of concern raisad by the FCA.

A Compliance Monitoring Programme s in place, supportad by o rebust methodology and approved
by the Risk Committae, to assess the adaqguacy and eftectiveness of tha control framaworks in place
and supparting far customer cutcomes and regulatory compliance

The Group preactively engoges with regulatory authorities on a freguent basis.
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Risk management and principal risks continued

principal risks continued

P10 people risk

Risk description

Thera s a risk thal wo have
insufficicnt operational capacity
ana collcagues with the right
skills in meeting our financial,
customer and regulatory
responsibilities.

Mitigating activities and other considerations

— Pcople gnd HR function centralised to streamline critical pecple management activities across
the Group.

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

Operalional tffectiveness Stecring Group (OESG) implamented to gavern and manage the risks
associated with structural changes.

Suacession plans completod and in place for ol Executive ond Senior Monagernent

Communications have and continue to be sharcd with colleagues acress the Group to keep them
apprised of business changes and to support wellbaing.

Full health and safety risk asscssmaent completed of all our key work locations with mitigating
actions completed.

Racruitment, anboarding, training ond exit processes have beon stiengthentd across the Group.

Consisient framoworks have heen developed and embedded for Group reward, performance
management (B Betior) and talent mo nagement

P11 Technology and information security risk iz 3 71

Risk description

The risk ansing from
compromiscd or inddeguate
technology, security and

data that could affect the
confidentiality. integrity or
availability of tha Group’s data
or systoms

Links to strategy

1 People and Culture

Risk trend
AN Risk improving

{overall level of risk is decreasing)

64

Mitigating activities and other considerations
- an!T shared service operaung model has been implemented 1o seek commercial and cost

2

- continued progress with the IT First Line Conlrols Review

appertunities and Mmanage associgtad risks effectively and efficiently across all product nas

An T Strategic Programime is in place to delver new architecture to embrace modemn principlos of
open architecture, supperting casy addition, upgrade and replacement of cormpaonents and the use
of scalable cloud sorvices, while continuing to address key arcas of tochnical debt.

& cyber security stratagy has been developed to align security across the Growp ond implomont
o consistont and robust scrvice which supports the delivery of the overall busincss and 1T strategics.

{[FLCR), cnhancing IT control effoctivencss
and risk matunty across the Group and transitioning risk and control ownaership inte business as usual
(BAU) activity.

Growth ond Sustainability 3 Customer and Community

J, Risk deteriorating
{overall level of risk is increasing)

— Risk stable
{no change)

vanquis Banking Group pic Annual Report and Financial Statements 2022



P12 operational risk

Risk description

The risk of loss esulung from
inadaquatae or failed intornal
processes, people and systrms
or from external cvents

P13 Model risk

Risk description

The risk of financial lossos
whore modecls fail to perform
as expected due to peor
governance fincluding design
and operution}

Mltlgclt:ng activities and other considerations

The Group's thiee lines of defence model ensurgs thare ore cloor lines of cocountability botwoen
management which owns the risks, oversight by the Risk function ond independent assurance
previcied Py Internol At

The Risk Harmonisation Programme, which provides a more consistent and integrated approach
to nsk management across the Group, has moved from irmplementation to embedding stage
The programme is delivering o single Enterprise Risk Managomoent Framework, consolidatod Risk
Policies and methodologics, and risk reporting capability.

- Anintegrated Risk Managemaent Systemn (Riskonnect) has been implermented wiich providos a central
and secure ropoesitory af risk information across tha Group's three nes of defenco, Implementation of
the systern significantly cnhances the Croup’s nisk managerment capability, improved risk and control
effectivenass, and realised resource efficiencies with the automation of processes and reporting.

- The Risk and Control Sslf-Assessrment (RCSA) process has been subject to a budgeted programeme
af improvemaont activity, jointly sponsored by the Chief Cperations Officer, Chief Information Cfficer
and Chicf Risk Officer. This programme has enhunced the accuracy, completeness and reliability
of nsk and control data

- Afully stundardised model for supplier rmanagement is being embeddod, which includes the
implementetion of o new Supplier Relationship Management (SRM) Framework, Change Governance
Fromewaork, Portfolio Warking Group aond Transformetion Exacutive Committeg, and algnment
of tha Operational Resilicnae and Supphor ond Third-Paity Risk Manageament Frameworks

Work is progressing on the implementation and ermbedding of o harmonised change rmanagemant
control environmeant across the Group

Mltlgcmng activities and other considerations

Model Risk Mcm(‘g,omom Fromoework and Policy, Target Operating Model and supporting modelling
standards are in place.

— Material models across the Group ere independently valdated os required in the policy.

= Group modelinventory, contarning key maodcels across the Group, is reviewcd and updoted or o regular
basis and has all the necessary information to enoble effective model nsk reporting and planning

= High-risk1ssucs and findings on motcrial models are addressed urgently and outstanding modal risk
issues and findings are monitored and reported (o relevant govormance forums across the Group

- Group Modol Governance Forum meets regularly ond cffectively provides model risk ovarsight, driving
a standardised approach to model developmant and governance aoross the Group

- Exrsting Group Model Risk Managemant Framework has been assessed against the PRA's proposed
wModel Risk Managoment Frinciples (CPE/22) and found no material gaps.

= Enharcements made to the existing IFRS 8 models with further improvements planned
on the governance, performance monitoring and mathodology of those models.
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Relations with regulators

Strong relationships
with our regulators

We have continued to focus on maintaining strong
and proactive relationships with our regulators.

Key regulatory interactions

- Strong proactive relationships with reguler lines of
cammunication are in place with both the FCA and the
PRA which are kept abreast of our strotegic initiatives, key
risk management aclivities and response tc regulatory
developments, in particular the FCA's forthcoming
Consumer Duty regulations.

- The Group have attended a number of round table
evants hostad by the FCA to review the consumer duty
requirements and we provide regular updates on how we
are pragressing with our plans (o implement the consumer
duty requirements by July 2023.

- We continug to have regular diclogue 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 syccessfuliy completed all actions thatwe
agreed with the FRA. In summary, the actions related

to the embedding of governcnce changes and the

Risk Management Framewaork and continuing to be
proactive in engaging with the PRA on the business
maodel and strategy, particularly any structural changes
or financial arrangements. Over the course of the year,
we have continued to proactively engage with the PRA
on developments related to the actions, as demoenstrated
through our engagement regarding the successful
waiver application, regular updates on the monitaring
of our book performance and further embedding of
the Risk and Governance Framewaork, inciuding the
implemenitation of the new Risk System.



Viability statement

Group

viability statement

In accordance with the 2018 FRC Corporate Governance Code,
the directors confirm that they have a reasoncble expectation
that the Group will be able to continue to operate and mest
its liabilities as they fall due over the next three years to

31 Becember 2025 (the Viability Period). The Viablity Period
represents the period over which the Baard has a reasonable
degree of confidence over anticipated events, including
prospects for the macroeconomy, and also provides an
appropriate outlook over the medium o long term.

In making the Group viability statement, the directors

have made an assessment of the Group’s current financial
position and prospects, as outlined within the Strategic Report,
together with the principal risks and other factors likely to
affect the Group's future performance and development.

This assessment is made following consideration of a wide
range of information, including:

- the Group's corporate plan, which sets out financial,
capital, liquidity and funding projections, together with
an overview of relevant risks;

- the principal and emerging risks which could impact
the performance of the Group;

- asevere but plausible stress testing scenaria, which
is designed to assess the potential impact of certain
underlying risks on the Group's capital and funding
resources, together with the availakility and effectivenass
of mitigating actions; and

— reverse stress testing analysis, which is designed to assess
the point at which Group is no longer a viable concern.

The Group’s corporate plan was approved by the Board in
December 2022.In coing so, the Board reviewed detailed
forecasts for the three year period to Becember 2625 and
also considered less detailed forecasts for 2026 and 2027,
These higher level outer year farecasts do not contain any
inforrmation which would cause different conclusions to be
reached over the lenger-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-term lending
to consumers and operates conservative underwriting.
The plan makes certain assumptions about the regulatory
environment, future economic conditions and anticipated
changes within the markets in which the Group operates
and alsc maokes 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 clsc considers the key risks which may
impact delivery of the Group's operating plan, The Group’s
principal risks are included on pages 5% to 65.

The corporate plan is based on a mocroeconomic scenario
which was in line with market consensus estimates and which

assumes that the UK economy would continue to weaken,
with expectations of a recession throughout 2023 driven by
lower real wages, further increases in the UK Bank Rate and
a higher tax burden. Inflation is expected to remain efevated
in early 2023 betore subsequently falling back towards

the end of 2023, in part driven by the diminished impact

of the exceptional increases in energy costs seen in 2022,
The plan assumes that the UK unemployment rate rises in
2023 and 2024, peaking above 8% in 2025 bsfore a gradual
decline thereafter.

Board approval of the corporate plan follows a number of
specific reviews of the plan provided by Group and divisional
rmanagement, together with other regular briefings on ond
discussion of new strategies, business developments and
current financial performance. Thase reviews consider

a range of market opportunities and developrnents,
together with associated risks from within the Board's

rsk appetite framework.

As the Group has adopted a bank funding model, it no longer
pre-funds maturities 12 months in advance. Instead, the
Group now manages its liquidity to meet the Overall Liguidity
Adequacy Rule (OLAR) and Lo ensure that it can meet its
liabilities as they falt due. The leve! of liquidity required by the
OLAR Is determined by the Internal Liquidity Adequacy Process
(ILaAP) and is based on on analysis of its business as usudl
forecaost cash requirements but also considers their predicted
behaviour in stressed conditions. In recognition of the walver
received in Novernber 2022, which allows Vanguis Bank Limited
to fund the vehicle finance business, the (LAAFP also includes
an assessment of the liquidily needs of the wider Non-Bank
Group. The Group has sufficient access to liguidity resources,
including retail deposits, secured funding on its assets and
access to wholesale markets. Furthermore, the Group has
plausible options available 1o it, should the need arise, to
either reduce the liquidity requirements or to increase the
amount of liguidity it has (or can raise).

The corporate plan has been stress tested using o severe
macroeconomic scenario which is broadly consistent

with the ‘rates-up’ scenario published by the PRA on

14 October 2022, The stress test scenario snvisages that
the UK economy enters a period of stagflation in 2023 with
inflation rising to approximately 17% and the UK Bank Rate
rising to 6%. As a result, the UK unemployment rate rises

to approximately 8.5%. The stress test scenario takes into
cccount 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
paint of non-viability after reflecting available mitigating
actions. The viability assessment concluded that the Group's
viability only comes into question under an unprecsdented
MACroeconomic scendario.

The directors also considered it appropriate to prepare the
financiol statements on the going concern basis, as set out
on page 118 and page 158.
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our
Governance
Report 2022

Welcome to our Governance Report for 2022,

Compliance with the UK Corporate Governance Code

For the year endad 31 Decembar 2022 the Board considers that the appropriate corporate governance standards were in place.
For the period under review, the Board believes that the Company complied in full with the provisions of the 2018 UK Corporate
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
explains compliance with the FCA's Disclosure Guidance and Transparency Sourcebook. The UK Corporate Governance Code
Is published by the Financial Reporling Council (FRC) and is available on its website, www.irc.org uk.

Further information on the Company's corporote governance arsngements and compliance with the Code can be found
s follows:

Code
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Board leadership and Company Purpose

Chairman’s introduction

to governance

66

! have enjoyed spending time with
colleagues in London, Petersfield and
Bradford this year. Our colleagues
have helped define our values

to deliver our Purpose and good
customer outcomes.

Patrick Snowball
Chairman

vangquis Banking Group ple Annual Repert and Finoncial Statements 2022

Dear Shareholder

I am pleased to introduce the Corporate Governance Report
for 2022 and reflect on the excellent progress we have made
continuing to pesition the business for success toward our
Mission to be the first-choice bank for people excluded from
accessing financial services from traditional lenders. You
can read in detail about our story and our strategy inour
Strategic Report.

As we reported to you last year, 2022 has been the first year
we have operated a largely common Board memibership for
Vanquis Banking Group plc and Yanguis Bank Lirmited. | am
happy to report that the structure has proven successful,
delivering the banefits of reduced administration and more
cligned and etficient decision making Aninternal audit of
our governance structure has confirmed its effectiveness

In addition, the Board has undergone an independent
effectiveness evaluation this year, the results of which are
discussed on pages 93 and 94. There were several strengths
noted in the report and | am particularly proud of the healthy
dynamic and lively discussions that were noted. | would

also like to thank the Board Committee Chairs who were all
complimented on fulliling their roles to o high standard.

Our environment deesnt stand still and as a Board we continueg
to adapt, learn and strive for continual improvement. Reflecting
rmany of the Company’s directors’ new roles on the vanguis
Bank Board, the output frem our Board Skills Matrix process
and our 2021 Beard evaluation process, a comprehensive
Board training pian has been executed throughout the year
addressing specific areas relevant to the directors of a regulated
bank. You can read about ongeing director training on page 92.

Qur 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 weli organised manner

Our Purpose and culture

Atthe heart of everything we dois our Purpose of ‘helping to put
customers on the path to a better everyday life’. Qur strategy
has been reviewed and refreshed this year in light of our evolving
business model and we have expanded 1t to articulate our
vision, Mission and areas of strategic focus. Our strategy
rightly puts our 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
customer-centric approach. We progressed well toward this
aim when we eslablished our CCE Committee in 2019. As part
of our programme to implement the FCA's new Consumer
Duty Regulation, we are taking the opportunity to review our
governance framework. Any enhancements we maoke will be
designed to preserve customer cutcomes as the predominant
feature of our oversight responsibilities. Enhanced reporting
will help the Board continue to embed customer outcomes

at the heart of our business and support the Board to overses
our commitmeant to help our customers strengthen their
financial future. You can read maere about how we support
our customers on page 3 of our Strategic Report.

[tis the Group's armbition to create a truly inclusive workplace.
lam impressed by the highly active Affinity Groups that make
up the Group's inclusion community and note particularly the
diverse and informative wellbeing webinar support sgssions
that have beean well attended by our colleagues. Our Inclusion
cemmunity continues to evolve with a Social Mobility Affinity
Group established in Novermber 2022,
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Board leadership and Compaony Purpose continued
Chairman’s introduction to governance continued

Our Purpose and culture continued

You can read more in our Sustainability update on page 38
and 40 and about the Board's role in shaping and oversesing
our culture on page 78 to Bi and in our CCE Repart cn page
100. You can also read about the Board's activities in refation ta
the oversight of inclusion and diversity in our leadership team
and wider workforce in our Nemination Committee Raport on
page 8510 99,

Effective risk management and governance

|am encouraged by the improvements to the Group's overall
risk profile and particularly the improved conduct risk position,
which has been the result of severa! years of work. The Board,
through its Risk Committes, hos paid particularly close
attention to credit risk in response to the cost of living crisis.
The Board raguestad enhanced ¢redit risk reports throughout
the turbulent market conditions and will continue to be mindful
of the financial challenges facing our customers as a result.

The Group's principal risks remained consistent throughout the
year and the Risk Harmonisation Programme is delivering on its
objective to provide an intsgrated and stable approach torisk
management across the Group. With execution risk also top of
mind, the Board has continued to request specitic second and
third line assurance over prorninent projects. These include the
First Line Contrcl Review and the IT Transformation. The Board's
reporting templates require a risk assessment to be completed
on avery papser which heips to inform the decision making
proceass. You can read more about Risk Management, cur
Principal and Emerging Risks, including trends and mitigations
on page 54 to 86. The report from our Risk Committes can be
found an page 108.

Growth and sustalnability

This year we have brought our businesses together undera
unified leadership and governance structure with centralised
support functicns to pravide efficient services across our
three product areas. The Board has averseen the execution

of these plans which aim to position the Group for long-term
and sustainable growtih. Much manggement time and effort
have gone into planning o careful transition to a modern (T
Infrastructure and the Board and Risk Committae rernain close
to this programme. The Chief Technology Officer has reported
to several Board and Risk Committee meetings on the progress
against the IT transformation plans. The Board draws on its
wealth of experience and any further resources s requirecd,

in order to guide and support management te deliver o
programme of this scale to the benefit of its stakeholders,

In January 2023 we announced that we had taken the decision
torename our Company ‘vanquis Banking Group pic’. This is
the next step to help fuse our group of businesses tagether
and demonstrates to our stakeholders the progress we have
made toward our Missicn. The Beard considered this in detail,
particularty the stakeholder implications, 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
0On 26 January 2023 we anncounced that Malcolm Le May had
decided to step down as CEC and we had appointad lan
McLaughlin, who is due to join the Group as CEQ during summer
2023, subject o reguiatory approval, My deepest thanks go

to Malcolm for his enormous contribution to the Group during
hls tenurs. | was alsc pleased to announce Matanie Barnatt as
our new Generdl Counsel and Company Secratary. You can
read about Jan and Melanie's appointments on page 87 of our
Normination Cormmittee Repart.

On 8 March 2023 we announced the appointment of Michele
Greene as nof-executive director and { would llke to take this

and thae Nomination Committee’s work on Board compaosition
on page 95 to 99,

Andrea Blance, our Senior independent Directar and Remuneration
Committee Chair, reaches the end of her sacond thres-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 and robust plans

are in place for succession. All of our directors will stand for
re-sisction 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 Nomination Committee
when reviewing our talent and succession plans and our talent
pipeline. You can read more about both these activities in the
Nomination Committes Report on page 95 to 99.

This year's Board evaiuation was externally facilitated by
Independent Audit. | am incredibiy proud of all the Board has
achieved together with the help ot all our colleagues since

| joined the Company, and you can read Mmore about the
procass and the findings of this year's evaluation on pages 23
and 94, alohgside progress that we have madse to address our
2021 evaluation actions.

Environment and community

1am very proud of the Group being externally recognised for its
environmaental and social responsibility achievernents which is
testormnent ta the hard work and effort of our colleagues. You can
read more about this in our standalone Sustainability Report.

In 2021 we identified climate risk as a principal risk and
managerment established a Ciimate Risk Committee. We
continue ta svolve our reporting capability t© meet the Task Force
an Climate-related Financial Disclosures %’CFD) rgquirements
overseen by our Audit Committee. The Board has further
commissioned rasearch to despen our understanding of our Level
3 GHG ernissicns. The appropricte governance arrangements are
in place in this evolving areato oversee the targets we have set
and the publication of cur envitohmaental data,

We have built strong relationships within our communities as
described in our Sustainability Report and | am pleased to
report that our Yanguis Banking Group Foundation furthers
this aim. The Board has considered the Foundation's funding
and strategy and welcomes the alignment of its target causes
to the Group's Purpose and values,

Managemant continues to evolve our stakeholder practices
and policies guided by our Board approved stakeholder
engagement strategy. Please see our business model on
page 20 and the stakeholder section on page 82 to &5 for
further information.

Dividend

tam delighted te report that the Board has proposed a final
dividend of 10.3p per share ta shareholders in respect of 2022
after taking into account regulatory capital requirements,
levels of sustainable receivables growth and the resultant
IFRS 9 impairment provisions. Qur Beard Is focused on delivaring
stable anhd sustainable dividends in fuiure periods. ’

AGM

Our 2022 AGM was held at our Head Office in Bradford and we
were able to invite shareholders to attend in person. We alsc
provided the opportunity to follow the mesting remotely viaa
live webcast and to submit questions to the Board in advance of the
meeeting. This year we will retain the live webcast armangerments
and hold our AGM in London at the offices of Clifford Chance,
10 Upper Bank Street, Londen, £14 5J4 on 25 May 2023 at 1.30am.
| lock forward to meaeting shareholders at our next AGM.

cppartunity 1o welcome Michele to the Board. | am confident Patrick § D e —
that the Board's composition is appropriate to fulfil its role Chairman ] — " — T T
effectively. You can read more about Michele’s appointment 30 March 2623 ( \ ~

70 Vanquis Banking Group ple Annual Report ond Financial Statements 2022



our
Board

Patrick Snowhall @

Chairman

Appointed: 21 September 2018
Tenure: 4 years

Career and experience:

Patrick was CEO of Suncorp Group Limited,

an ASX 20 Australian financial services group,
between 2008 and 2015 where he successfully
led the turnaround of the group following the

global finrancial crisis. Before joining the Board,

Patrick was Chairman of IntegraFin Holdings
plc between 2017 and 20°8 and was Chairman
of Sabre ngurance Group ple until September
2020 Prior to this Patrick was o Non-Exccutive
Diroctor at Jardine Lloyd Thompson Group

plc from 2008 to 2008, Depuly 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 recsons

for re-election:

Patrick’s unique career and experiences bring
awealth of skills to the Board, In particular,
as Chatrman, his previous leadership and
domonstrable succass in driving change,
strengthening governance, creating strong
and effcctive boards, and ingtilling stability
through o positive culture are koy strengths
he brings to the Board

Expericnced chairman, non-executive
director and chief executive officer

- Extensive experience of the
financial servicos industry and the
regulatory cnvironment,

- Wealth of knowledge of the challenges
faced by the financial services sector,
acquired over a 30-yecr careor
Long track record in leading companics
to develop and deliver growth plans.
Crange project management, typically
involving digital transformation and
brand building.

- Building strong custerncer relationships
and leveraging data and insights, as
well as leading and devsloping wider
stakehelder engagement.

Current external appointments:
- Dircctor at The Gld Dove Dairy Limited

Malcolm Le May @

Chief Executive Officer

Appeointed as CEO: 1 Fobruary 20°8

Committee key:

A Audit Committee
C  Customer, Culture and Ethics Committoo

L Disclosure Committae

lenure: 4 years

Career and experience:

Malcolm jeined the Group as on Indepondent
Non-Executive Director in 2014, becoming
Interim Executive Chairman in Movernber
2017. Malcolm provided effective leadership
to tha Board, working with it to redetine roles
and responsibilities, and initiated a process
to ensure the Board had the night mix of skills,
sxpericnce and diversity. Prior to joning the
Group, he held sevaral senicr positions within
banking, ncluding as Co-Head of Banking
for Barclays in New York, Head of European
tnvestmont Banking at UBS and Deputy

CEC at Morley Fund Manoagemant (now

Aviva Invastors).

Malcolm’s contribution to the Board,

key strengths, skills and reasons

for re-election:

Malcolim’s cxtensive career, his deep
knowledge of various businesses and
sectors, his understanding of tha regulatory
cnvireonment and turnaround situations and
his proven leadership skills are considered by
the Board to be invaluable gualitios that make
him best ploced to lead the business, as well
as offoctively contributing to the Boord.

A deep knowlodge and oxporienca
of the financial services industry and
regulatory cnvironmaent

- Relationships with key stakehaolders, such as
invostors and the Group's banks, enabling
the Group access to funding

- The strengthening of the Group's
governance fromoewaork and the
reclignment of the Group's culture
mote closely to the developing needs
of the customer,

Current external appointments:

— Non-cxecutive director of IG Group Holdings
pic (mcluding non-executive chairman of
North Amcrica 1G)

- Trustee at the Grange Festival.

- Trusteec at Peace at the Crease.

Neeraj Kapur Y
Chief Finance Officer

Appointed: 1 April 2020
Tenure: 3 years

Career and experience:

Necra) was Group Chief Financial Officer

of Secure Trust Bank plc, a Uk retall end

SME bank. He is an experienced chief
financial officer with a strong retail banking
background, including consumer finance
and savings products expertisa. He brings
versatility and intellectual agility to the Board
and Group Executive Committee

N Nomination Carmmitton
Re Rernuncration Committec
Ri  Risk Committae

o Committee Chalrmaon

Neeraj's contribution to the Board,

key strengths, skills and reasons

for re-election:

As o qualificd goccountant, Necraj s
technicolly strong and has a diverse
background that has ingluded time os a pilot
in the RAF and an entrepreneur running his
own business and werking in alarge-scale
regulated bank. Neeraj has a strong retail
banking background, including consumer
finonce und savings products expertise,

and has experiance in accounting, finance,
professional services, governance, cporations,
marketing and risk.

— Experioncad chiof financicl officer.

- Significant expenence in leading
end-to-end finance functions, including
for a bank and other corporates, as well
as managing accounts for individuels and
small business owners

- Proven ability to buiid effective working
rotationships with key stakcholders,
including regulators, investors and onalysts,

- Doeop understanding of, and strong
experienceain, the Group’s sactor

Current external appointments:

— Trustee at Combat Stress.

— Trustee at The Worshipful Company
of Chartored Accountants

- Memboer of the finance audit and nsk
committee of the RAF Club.

Andrea Blance
Senior Independent Director
(si0)

Appointed: | March 2017
Tenure: & yeurs

Career and experience:

Andrea has extensive board and financial
services experience. She spent her executive
career at tegal & General Group ple,

where she was a member of the group
exscutive ccmmittec and hsld a range of
senior leadership roles, including Divigional
Chief Financial Officer, Group Financial
Controller, Group Chief Risk Officor and
Strategy and Marketing Director Andrea’s
past non-exccutive roles include Senior
Independent Birectar and Audit Committee
Chair al Reassure Group plg, Risk Committeo
Chair at Scottish Widows plc and Lioyds
Banking Group Insurance, Non-Executive
Director at The Mentoring Foundotion and a
rmember of Wiltlarm & Glyn's pre-1FQ board.
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Board leadership and Company Purpose continued

Qur Board continued

Andrea's contribution te the Board,

key strengths, skills ond reasons

for re-election:

Andrea brings a wealth of relevant experience,
including her understanding of governance,
the regulatory environment and conduct

risk. She has cxtensive experience of strategy
ond custormer marketing. complex change,
finanece and reporting, IR and stakeholder
manggement

— Experierced senior independent dirgctor,
nen-executive director, board commitiee
chair and senior lcader.

- Decp understanding of the financial
setvices industry

- Track record of working with businesses
at different stages of develepmoent
and supporting both growth and
recovery strategies,

Current externct appeintments:

— Non-Exccutive Dircctor at Hargreaves
tansdown plc.

— Non-Exccutive Director at Aviva ple.

Elizabeth Chambers
Independent
Non-Executive Director

Appeointed: 31 July 2018
Tenure: 4 yoars

Career and experience:

Elizaboth s an exporienced board dircctor,
senior financiul services executive, strategist
and marksting leader in the UK and globally.
Her previous board oxperiegnce includes
belng a Non-Exacutive Director at Hastings
Group ple, Doliar Financial Group, Hibu plc
(formerly yell Gtoup} and The Home and
Savings Bank tlizabeth served on the board of
Wostern Union Internationa! Bark and boords
reiating to consumer fingnce joint ventures
between Barglaycard and other brands,
such as Argos and Thomas Cook She has
oxtensive execulive expericnce through roles
including Chief Marketing Officer at Barelays
and Barclaycord

Elizabeth’s caontribution to the Board,

key strengths, skills and reasons
forre-election:

Elizobeth brings more than 30 years of
experience in stratagy. markating and product
development across o range of financial
SCrvices As an executivg she has along

track record of driving revenue growth ond
solving complex busingss challenges at majer
glebal financial nstitutions In various roles
she hos led businesses through brand and
reputation transfarmations, strengthanad
custemer acquisition and engagement, bullt
innovotive digital businesses, ond led mojor
business turnarounds.

= C-slite morketing ond commumcohons
cxecutive, beard director and strategist
- Proven poople leador
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— Broad and deep knowledge of financial
sevices, including credit cards and
payments products, a wido range of
customer loan segments and marketing
in o reguloted environment.

~ Substontal expertise in turnarounds, os well
as M&A and cultural ehange.

- Wide exposure to international operations
and the unigue challenges of loading thom

Current external appaintments:

- Non-Executive Director of University of
Colorado Hoalth Authority (non\proht).

- Non-Executive Director of Evelyn Partners
and its subsidianes.

- MNon-Executive Director of TSE Barik Ple,

- Advisor to Currensea Limited

- Operoting Partnoer for Searchlight Capital
and its portfolio companies

Paul Hewitt
Independent
Non-Executive Director

Appointed: 31 July 2019
Tenure: 4 yoors

Career and experience:

Paulis an exporienced chiof financial

officer, chairman, non-cxecuiive director

and oudit committes chair who operates

in a number of differcnt sectors Paul's past
nen-executive director reles include chainng
the audit committoos of Tokio Marnng, Kiln,
NEST Corporation, Tesco Bank, Collins Stowart
Howkpoint, Charies Taylor Pl and SmT Globat
Aviation, He began his axocutive carcer in
fimance, warking for over 20 years as a finance
director of various companies, culminating

in becorning Deputy Group Chief Excoutive
and CFO of the Co-operative Group betweoen
2003 ond 2007

Paul’s contribution to the Board,

key strengths, skills and reasons

for re-election:

Paul's varied and wida-ranging career is built

ona successful career in finance He hos o

track record of creating and realising value

for shoreholders ond hos worked ocross o

number of scctors including financial services,

technology, healthcare, retail and business

services Through his non-cxecutive roles

he has helped scveral management foams

adapt ther busincss models to respond to,

and anticipate, changes in thelr competitive

and regulatary erviienments In both his

cxecutive and non-axccutive career he has

had extensive expenence of transactions and

cnsunng that businesses have an appropricte

financial structuro.

- Experienced non-executive dircctor,
chairman and chief financlal officer.

- Brood expernience of the financial services
industry and the regulatory environment.

- Strorg track record in delivoring good
returns for sharcholders

- Extensive oxpericncoe of transactions

— Broad experiencs as both an exccutive
and a non-exccutive of developing and
challenging business strategies.
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— Has helped several management teams
adapt business models in anficipation of
changes in their environments and markets,

Current externol appointments:

— Non-Executive Director of Ombudsman
Sarvices Limited.

— Non-Exccutive Director of ICHNH Limited
(lradmg as DrDoctor)

— Non-Exscutive Director of E-Megotiation
{trading as Amicabla)

— Non-Exccutive Director of Optalitix Limited.

Angela Knight
Independent
Non-Executive Director

Appointed: 31 July 2018
Tenure: 4 years

Career and expetience:

Angelo haos extensive experichce in both the
public and private sociors. Prigr to joining

the Boord, Angela was CEQ at Energy UK,

the British Bankars Association (BEA, now

tha UK Finance) and APCIMS (now Parsonal
Investment Monagement and Financial advice
Associotion). Sha was proviously o Mamber

of Parliorment and Treasury Minister between
1862 und 1897 and was the Chairman of the
Office of Tax Simplification from December
2015 to March 2019 Previously Angaola was also
a Non-Executive Director at Taylor Wimpey
ple and Soniar Indepondent Director at
TPICAP plc.

Angela’s contribution to the Board,

key strengths, skills and reasons

for re-efection:

Her expenence in the pubhic scctor means
Angela has G strong understanding of the
cxpectations of regulotors and other public
stakchaolders This combination means
sheis a skilled diwector who knows how to
manage organisations and how to challenge
management to deliver. Angela’s thought
leadoeiship, technical and policy skills, as wall
s g deep understanding of the financial
sector, are demonstrated through her
leadership of the reposihioning of Energy UK
in the anergy sector and of the BBA through
the banking crisis.

Expericnced Government Minister, CEQ,
chair and non-executive dircctor

- Wealth of knowledge of the financiol
s5Srvicos sector,

- Deep knowledge of regulated industries.

— Adept at solving difficult problerns with
cffoctive golutions

- Understanding of public presantation, in
particular as a proficient public speaker

Current external appointments:

- Non-Exccutive Director at Arbuthnot
Latham & Co.

-~ Non-Executive Dircctor at Encore Capital
Group, Ing

= Chair at Pool Reinsurance Company limited



Graham Lindsay
Independent
Non-Executive Director

Appointed: 1 April 2019

Tenure: 4 years

Career and experience:

Graham has held a numbaer of senior
exccutive rolas, including responsibility for
the Uoyds branch network ond as Corporate
Respensibility Director. Grahom joined the
Wonga UK board in 2016 as part of the now
leadership team engaged to improve the
business and deliver change Groham sat
on the board of the Institute of Banking &
Financial Services and on the Professional
Standards Bodrd He ig Senior Independent
Diroctor at One Family, a mutual life
assurance businass,

Graham's contribution to the Board,
key strengths, skills and reasons
for re-election:
Groham brings to the Board extensive
oxperierce in commercial and retail
banking following  40-yoar carger at Lloyds
Banking Group and a deep understanding
ccross various distnbution channgls,
Graham has had demenstrable success in
focusing orgoanisations on their customers,
ensuring they are ot the heart of decision
making ond product design. Graham alse
has o strong appreciation of the Group's
regulatory environment
- Extensive custormnmer krowledge, strong
customer focus and o track record of
encbling and overseeing businesses
to ersure that they put tho customer
at the heart of what they do
- Significant stakeholdor
engagement expericnce.

Current external appointments:

— Schnior Independant Birector at OnaFamily
and Chair of the Pension Trustee Board.

— Vice Chair and Trustec at the Brain
Turmour Charity.

Margot James N Re C
Independent
Nen-Executive Director

Appointed: 27 July 2020

Tenure: 2 yoars

Carear and experience:

Margot served as a Member of Parliament
botween 2010 and 2019 and has held a number
of ministerial offices, latterly os Ministor of
State for the Department of Digital, Culture,
Meadia & Sport, where she championed the

interests of both inclustry and consumaers in
the digitalworld, In her role as Parliamentary
Undaor Secretary of State at the Department

for Business, Energy & Industrial Strategy,
Margot hiod responsibility for small businesses,
consumers and corporatc governance,
including labour markets and the retail sector

Margot’s contribution to the Buurd, key
strengths, skills and reasons for re-election:
Margot has a wide-ranging successful career
in both the public and private sectors. Her
public sector experience providos Margot with
@ strong understandmg of the cxpectations
of regulotors and other public stakeholders,
as well as strong knowledge of corperate
governanca, labour markets and the UK's
technology ond rotail sectors. She has a trock
record of driving value for shareholders and
has o demonstrablc record as o successful
entreprencur and CEO.

Experienced Governiment Minister

and mMember of Parliorment
— Results-focused entrepreneurial

business owner.
— Strongtrackrecord osa CEQ

and business leader.
- Non-ecxeccutive director and

chair experience.
- Decp governance knowledge
- Strong relationships with wider stakeholders

inavaricty of soctors

Current external appointments:

- Exocutive Chair WG at the University
of Warwick

— Emeritus Governer of the Lendon School
of Economics.

- Non-Exccutive Chair at Taso Advisory.

Michele Greene N R C
Independent
Non-Executive Director

Appointed: 9 March 2023
Fenure: less than 1 month

Career and experience:

Michele s a highly experienced finance
professional at exccutive and Board level.
She has held senior roles at Virgin Money
and MBNA Europe Bank and, pricr to that, she
worked across various fingnce functions at
Goldman Sachs. Credit Lyonnais and KPMG
Dublin. At Virgin Money, Michele was Director
of Strategic Development, whore sho was
responsible for establishing o credit card
business on o newiy built IT platform ond was
subsequently appointed as the Managing
Birector of the Virgin Money Digital Bank. Prior
to that she was the Chicf Financial Officer of
MEBNA Europe Bank between 2005 and 2013, In
2018 Michele co-founded of Mololo Limited,

a boutique advisory company specialising
Inhelping companies in the payments and
unsecured lending space.

Michele’'s contribution to the Board, key
strengths, skills and reasons for re-election.
Michele has over 25 years' exporience

of financia! services and retail banking,
particularly in the aroas of payments and
digital innovation. Michale has built significant
experience in the deveiopment and growth

of successful banking businasses,

Vanquis Banking Group ple Annual Report and Financial Statements 2022

- Extensive experience of financicl services
and retail banking, particularly in the areas
of payments and digital innovation

- Chartered Accountant and cxperienced
business executive and finance professional
wilh a strong track record as o CFO and MD

— Decp knowledge within the consumer
crodit, card payments and digitol
banking suclor.

- Proven ability to build effective working
relationships with key stakeholdors,
including regulators, investars and analysts,

- Non-cxecutive director and charr
axpericnce.

Current external appointments:

— Executive Directer and co-foundar
of Mololo Limited

— Non-Executive Director of Bark of Ireland
Group plc.

~ Non-Executive Dircctor with J&E Davy
Unlimitcd.

— Non-Executive Director of Cast End
Fair Finance Limited

Melanie Barnett
General Counsel and Company Secretary

Appointed: 18 August 2022
Tenure: less than a year

Career and experience:

Melaonie is o senior corperate lawyer and
formerly Head of Corporate, Group Corporate
Structuring at HSBC Holdings ple, with twao
decudes of mult jurisdictional experienco
across o brood renge of transactional and
regulatory matters.

helenie achicved o First Class Honours Degree
in Law at Exeter University and LPC Distinction
at the University of Law. Her carcer started ot
Norton Rase Fulbaight in 1998, qualitying as

o solicitor in 2000 Over the next cight years,
Melanie specialised in Corparate Finance work,
progrossing to Of Counsel in 2007

In 2008, Melanie transitioned to HSBC Holdings
s Associate General Counsclin the Group
Legal team, prioritising the Group's proprictary
M&A transactions and general corparate and
public markets advice Melanie progressed

to become Head of Corporate, Corporate
Structuring in 2012, where sha led the legal
tcam on the demerger of HSBC Bank plc in
the UK to ereate HSBC s ring-fenced bankin
response to the ‘Too Big To Fail’ regulatory
agenda, as well as the legat aspects of
HSBC's glabal recovery and regolution
planning. including significant restructuring.
Melanie joined Vanquis Banking Group in
Septermber 2020,

Melanie's contribution to the Board, her key
strengths and skilis and reasons for election:
Melanie's legal experience has beeon gained
predominantly in corporate finance, M&A,
public markets and restructuring work

and providing all aspects of corporate,
commcercial and regulatery advice. Mclanic
brings extensive experience and knowledge

of the finunclal 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 22-25:

1 People and Culture 2

The refresh of our strategic drivers is detailed on pages 22-25.
The Group's strategic drivers were refreshed to more clearly
articulate the Group's vision and Mission, though our Purpase
remains consistent with prior years: the Group centinues to
exist 1o put people on a path to a better everyday life and this
is supported by our strotegy. The Board reviewed the Group's
strategy and monitored its implementation throughout the
year. Anin-depth review was undertaken of the Group's strategy
at the Annuc! Strategy Conference, which you can read more
about betow. 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 fostering an inclusive
culture to execute our strategy in a sustainaple manner. Further
details on the alignment of our culture with our strategy are

on page 79.

In continuing to develop our vision and Mission, the Group
has recently enhanced the cultural framework through the
addition of a clear articulation of the values and behaviours
which should guide decision making.

Effective governance supporting delivery

of strategic aims

In accordance with our Purpose, vision, Mission, end strategy,

the Board oversaw the embedding of the integrated operating
model, as approved and reported in 2021, Throughout the year,
the Board of Vanguis Bank Limited operated alongside that of the
Comiparny. This has delivered a streamlined governance structure
and reduced duplication, thus enhancing strategic oversight.
Both the Board and the Normination Committee received reguiar
updates on the embedding of this oparating model, which was
also facilitgted through the formation of dedicated, executive-led
sub-committees. As part of a continuation of this strategic airn,
the Board approved the re-naming of the Group as detoiled
onpage 75.

As documentad in the Matters Reserved for the Board,

the Board has sole responsibility for setting the Group's
strategy, reviewing its implementation, and overseeing

the Groupy's operations through the effective monitoring

of internal controls and risk managerment. The Board has
delegated authority, as oppropriate, to the Group CEQ and
its committees (sse page §8, as articulated in the Group's
Delegated Authorities Manual). This supports effective
decision making through minimising duplication, ensuring
those with refevant expertise scrutinise any propasal and the
clear delineation of responsibilities. This effective delegation
matrix ensures that Board attention (s focused on matters of
strategic importance, whilst the design of the Group’s Board
papers ensure that leng-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 Beard committees suppaort the
delivery of our strategy. The role, rernit and activities of each of
the committees of the Board are sumrnarised on page 88 and
in the committee reports on pages 95 to . The Committee
Chairs report to the Boord at each meeting on the work of
their committee and escalate any concerns or risks for the
Board's attention. KPIs are regularly reportea to the Board,
through managernent reports, to monitor the implementation
of our strategy. The Group CEQ and CFO produce separate
reports 1o the Board, which include KPIs relating to operational
performance, financial performance and performance against
budget and strategy.

The Executive Committee, comprised of senior managernant
and chaired by the CLO, is responsible for developing,
proposing and implementing Board approved strategy in line
with the culture, Purpose and valuegs of the Group. In doing s,
itis responsibie for managing the Group's strategic risks and
divisional risks olongside the Risk Committee where these risks
are overseen in greater detail,

Long-term sustainable growth

sustainable growth underpins all three slermants of the Group's
strategy. 'In June 2022, the Group held its annual Group Strategy
conference (the conferance), atiended by the Board and the
Group txecutive Cammittee The agendca for the canferance
was developed by the Group Executive Commitiee, with input
and direction from the Board. A key therme of the conference
was the continued transformation of the Group, following the
wind-down of the CCD business and the re-narming (see page 75).
Consequently, discussion at the cenference focused on the
transformation of the customer service model to ansure cohesive
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 macroeconemic
conditions and uncertainties experienced during 2022 were
alsc a key area for discussion. The potentiolirmpact of the
aconamic envirgnment on the Group's long-term sustainability
and prospects for growth remained under scrutiny thraughout
the year, with updated budget assumptions being presentad
to the Board periodically. The output from the conference was
integrated into the Group's budget and five-year plan, thus
informing the implementation of sirategy
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Principal decision: Re-naming of the Group

The Beard approved the re~-naming of the Company to Vanguis Banking Group plc.

Decision making process

Inrecent years, the Group has evolved how, ond to which customers,
it provides credit. This has resulted In credit quality across the Group
improving significantly, os illustratod by tho Group's current avanage:
aredit risk more than kalving since 2018 During 202), the Group's
evolution continued and involved the closure of its home-collected
credit business, which cartied the ‘Provident” brand. The Group chose
to focus on its credit cards, vehicle finance and personal loans
cpergtions in the mid-c¢ost and near-prime parts of the market.
accordingly. the Group has dacidod to changa its name to Vanguis
Banking Group plc in recognition of its pew and future mix of [ending
products and its repositioning as a specialist banking group. In June
2022, the Bogrd considered in depth the rationale for, and implicotions
of, the re-naming at the annual Group Strategy Conterence In
September 2022, the Boord considerad an implementation plan for
the re-narming which cutlined the statutory requirements, regulatory
implications, stakeholder impact and proposcd custormer messaging
The Boord appraved the re-naming in principle and, considering

the relevant expertise of its mormbers, established o ‘Re-noming
Sub-Cornmittee” of the Board to aversee the implementation. The
Boord recommend that the managoment team seek third-party
guidance and advice where required In January 2023, the Board
approved the announcement of the re-naming in the Company's
fourth guarter trading update.

I.ong-term consequences

The Board considered the long-term conseguences of the re-noming
in the context of the Group's wider strategy, visian, and Mission and
how the Group has evolved how, and to which, custorners it provides
credit to The Group’s strategic Purpose 1s to be the first-choce bank
for poople who con't access traditional lenders und the renaoming of
the Group puts its Purpose as a bank at the forefront of its bronding
The Board scrutirised the potential risks of the re-narming which
included the risks inheorent in any significant change, IT infrostructure
implications and possible reputotional consequences. The Board
agrecd that the nsks could be mitigated through strong projact
management and noted that the re-naming would hove ne structural
implications for the Group's busingsses The Board further noted that
the re-naming ond improved clerity around the Group's Purposc

as a banking group facilitated the potenticl exponsion of the brand
und thus improved the prospects for growth,

Links to stakeholders Links to strategy

Links to stakehoclders Links to strategy

Y mitios
Customers Commurnitic | Pesple and Cultura
Investors Govornment
2 Growth ond Sustainability
Col'eagues supplers
Regulators Pensioners 3 Custornor and Community

Debt providers
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2 3 Linkstorisks P5

Stakeholder implications

The Board considered the implications for all stakeholder groups
and had dus regard 1o its 8172 dutics throughout the decision
nuking process. 1he Board considared the market and investor
perception of the re-naming, noting thot, notwithstanding the
challenges detoiled below, the re- naming aligned more closely
with the Group's Purpose and strategy. Customaer impact was
considered, and qualitative research provided, which indicoted
that custemaers would welcome the re-naming and highlighted
the positive pergaption of the Vangquis name. The Board discussed
colleague attachrnent to the Provident nome, as well as those of
the Group’s subsidiary busincsses, and acknowledged the need o
balance a respect for the Group's history with a forward-1ooking,
growth mindsct. The Group engaged with the regulators at an carly
stagein the re-branding process to ensure thot the regulators had
no objections to the re-naming and to understand the regulatory
requirements for the change

Challenges

The Board recognised that, whilst the re-naming aligned more
closaly with the Group's Purposa and the refreshed strategic pillars
and drnivers, there wos collcague and customer attachmaont to the
Provident brand and a nead to value and respect the Company's
long history. The Board noted the multtude of cctions required
tollowing theo re-brand including colleague emoil address changes,
website updates and supplicr contract amendmonts, and
recognised that a transition peried of up to three maonths would be
required to fully embed the re-trrand. The cost of the project was
consideredin the context of the long-term benafits,

The Company changed ks nams to Vanaguis Banking Group plo
on 2 March 2003

Links to s.172

Links to risks Links to 5.172

The likcly consequences of any

P Find our key risks Y
docision in the long term

on paga 55

The interests of employees

Business rolationships with
supplicrs, customers and others

The impact on the community
and the environment

Maintaiming a reputation for high
standards of business conduct

Acting fairly as betweon membears
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Board leadership and Cormnpany Purpose continued

Promoting long-term sustainable success:

Board focus areas during 2022

Board meetings follow a carefully considered agenda that is agreed by the Chairman, in conjunction

with the CEO and General Counsel and Company Secretary.

Agendas inCludes iterms scheduled in advance into our annual agenda planners, but also items In response to immeadiate
issues arising or rmatters raised in previous meetings or outside of meetings. Typically, our Board meetings include reports

an operational and financial performance, governance matters and chosen deep dives inte areas of strategic importance.
The following pages provide examples of key Board activities during the year to provide an insight into the Board's dallberations

and priorities and how the directors promoted thae success of the Company.

Strategy 1 2 32 Links to s.172

Reviewed the outcome of a review of our cards business and cards platform strategy
Ovarsight of the cards business ond plotionm strategy, including the key oppaortunttiss lor our cards
business, and the actions required to iImplement the strutegy and defiver value for custormers The Boord
monitored progress against the cards strategy and the actions implemented to deliver it

Reviewed the Group’'s loans business and loans platform strategy

Oversight of the loans businoss strategy, including the market opportunity affordobility processes,
technology plans and the odtcome of the loans product pilots undertaken. The Boord approved the
tochnology plan o move tha open market loans product onto the Group's new IT architecturc and
approved the iinancial plan for thao loons business

Reviewed our vehicle finance business review and strategy
Oversight of the vehicle finance business, Including an update on the Vehicle Finance custorner base, haw the
husiness’ good reputation hos supported its suecess, the competitive londscape and growth oppartunitics.

Re-naming of the Company and Group
Sec poge 78 regording the docision te chonge the narme of the Compony and Group

Reviewed the Group’s external and internal communications strategy

Oworsight of the Group's external and internal communications strategy and how this was aligned to the
Group's Purpose and socictal role. The Board considared who the Group's stakaholders woere and how the
Group wos percoved by thern The Boord olso considered how it meosured the delivery of the its Purposc.

Reviewed proposal for launch of new secured product offering

Oversight of a proposal, which was approved by the Vanguis Bank Limited Board in November 2022,

for the launch of a new secured product offering of second charge martgoges. This included oversight
of the risks and opportunities and the regulatory and customer considerations.

Budget, financing and performance 2 3 Links to s.172

Reviewed operational and financial performance at each meeting
Oversight ot the financial and operationat perfarmance of tha Group against the agreed budget and plan.

Reviewed the Group’s ICAAP document
Approval of the Group's 2021 ICAAP docurment and ovarsight of the approach to preparation of the 2022
ICAAP The Board also reviewed and approved upddates rmade to the ICAAP documoent during the year

Reviewed budget

Approval of the Group's budget, ensuring adeguate resources were in place for the Company to
meetits objectives. in approving the budget, the Board considered a range of issues, including. the
macrooconomic and strategic context; the basis of preparation and forecosted perforrmance; the
technology and chonge investment activity: investor expectatians, and the risks and opportunities,

Links to
stakeholders

Links to
stakehcolders

Reviewed intra-group funding
Sec page 85 regarding the decision to make changes (o the Group's intra-group lending approach
following the Group's Core UK Group walver application

See key on page 75 for links to strategy, risks, s.172 and stokeholders
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Principal decision: Dividend pay-out ratio

As enabled by the Group's strong capital position, on 31 March 2022 the Board announced an interim dividend in relation to the 2021
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 confirlance in the Group's ability to deliver
attractve and sustainable growth and roturns for sharsholdcrs, Ui
Boord considerad a proposal that the Company communicato 1o
the markat its expectation that it would move to a dividend poy-out
ratio of circu 40% of adjusted earnings from full-year 2022 onwards
In making its decision, the Board considered the strategic and
macroeconomic context, including the wind-down of CCO and the
expectations of the macrocconomic environment on impairment

Long-term consequences

The Board reviewed the affordability of the dividend pay-out ratio
proposed, incluging the Group's profitability, liquidity and capital
position It was agreed that the Group had sufficient resources

and that the Group's capital plan was supportive of the progressive
dividend pay-out approach. The tuture direction of the Group

was also considercd The risks of the proposed approach had

been assessed, in addition to the Company's going congern

and viability assessments which wera reviewod by the Board

at the same mecting.

Links to stakeholders Links to s.172

IT, cyber and resilience 2 3

Stakeholder implications

Thie wpinices of lhe Group's brokers, inveslors und the market

were considored, In addition to market practice for dividend
payments of other mid-range banking groups. In sctting o future
dividend strategy, the Board was required to consider the differing
axpoctations amengst its sharcholders regaording dividend
payments and agree the appropriate approach for its shareholders
as awhaole,

Reputation

The Board considered the reputationol impact of roturning to dividend
payments, noting that it demonstrated, including to regulators,

the Board's confidence in the performance and future progpects

of the Group.

Links torisks P1 P2

Links to

Links to 5.172 stakeholders

Reviewed the Group’s IT transformation strategy, risks and cyber security strategy

- Ouersight of the Group's IT transforrmation strategy and oporating model, and how this supporied the
delivery of the Group's overall strategy The Board sought to ensurc appropriate priontisation, planning,
resourcing and risk managemaent in relation to the delivery of the Group's IT chunge programme

- Oversight of the Group’s IT opportunities, successes, challenges and risks. The Board was able to
provide challenge to ensure that appropriate mitigating actions were in place to oddross areas

of IT and information security rigk,

Oversight of the cybar secunty risk posed to the Group and financial sorvices sector and of tha Group’s
strategy and activitios to respond to cybor scourity risk and strengthen the Group's security. The Board
cansidercd the regulatory environment and expectations inrelation to cyber sccounty, the Group's cybor

scourity operating model and its cyber insurance arrangements

Reviewed the Group's operational resilience arrangements and plans

To meet requirements set outin the 2021 FCA and PRA Operationol Resilionce Regulations, the Board
revicwed and approved an operaliongl resilisnce self-assessmaent and the resulting oction plan to
ensure compliance by the requisite deadiine set out in the regulations. The Board monitored progress
ot the aetion plan. The Board also oversaw the Group's business continuity rmanagernent arrangements

and enhancemaents to these dunng the year,

Governanceandrisk 1+ 2 3

Links to

Links to s.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 appotite, key risk priorities
and regulatory matters, including regulatory cngagaement activity. This allowed Board oversight of ary
changes made to our principal risks gnd risk appotite determined by the Risk Committee. See page 108

far more information on our Risk Committee’s role and activitics.

Reviewed changes to the Group's corporate governance framework to reflect the
substantial alignment of the Company and Vanquis Bank Limited Boards

Approval of changes to the Group's Govarnance Manual, Delegated Authorities Manual and Boord
appointment process to reflect the changoes to the Vanguis Bank Lirnited Board, as announced in
fanuary 2022, and to support the creqnion of a simpler, more efficient Group governonce structure, whilst

streamlining and enhancing our handiing of corporate governance.

Reviewed our ESG priorities and progress

Oversight of the Group's environmental, social ond governance priorntics and the progress madc, including
the important role the Group plays in highlighting the impact of such issues, including low carbon imtictives,
on its customer bosc. Consideration was given to the Group’s approach to environmental targets and
scope 2 greenhouse gas omissions reporting. The Board provided oversight of the Group's cormmunity
nvestment strategy: Please see pagas 36 to 43 for more infarmation on our £5G strategy and activities.
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Board leadership and Company Purpese continued
Promoting long-term sustainable success: Board tocus areas during 2022 continued

Peopleandculture 1 2 3 Links tos.172

Reviewed and discussed the outcomes of the full and ‘pulse’ Colleague Surveys
and action plan developed from results

Board informed of the themes, issues and insights provided by Collcague Surveys regarding colleagus
engagement, wellboing and views on key issues such as inclusion and diversity The Board provided
oversight of managernent’s action planning appreoach to addrass opportunity areas highighted
by colleagues through the surveys. See page 28 for more information on our collcagues

Links to
stakeholders

Reviewed delivery of the executive directors, non-financial objectives

Oversight of the delivery of the Group's non-financial scorecard, working with the Remunearation, Risk

and CCE Committees. The Boord roviewed and agreed performance against the non-financial objectives
under its review. See pages 121,130 and 131 in our Remuneration Report regarding performance against
the non-financial scorecard during the year.

Reviewed pensions funding strategy
Oversight of the funding strategy for the Group’s pension schama.

Reviewed the Group’s property strategy
approval of changes to the Group's lease of its offices at 20 Fenchurch Street, reflecting its adoption
of a hybrid working modcel and its property strategy.

Reviewed the implementation of changes to deliver the Group's target

operating modet

Cversight of changes made to deliver the Group’s now target operotling model, including the bencfits of
the changes and the impact of the changes on collcagues and collcagucs were being engaged on the
chonges. The Board was also updated on how cur managerment governance framework would change
to reflect our now operating model.

Reviewed whistleblowing activity and processes

Oversight of whistleblowing activity and analysis of thot data. Tho Beard also received on update on
the processes and contrels in place across the Groupin relation to whistfieblowing and enhancements
10 these Identified for implementation during the yeor.

Customer and regulatory 1 2 3 Links to 5.172

Reviewed the Group’s Senior Manager Function framework

Board kept apprised of the framewaork in place to support cormpliance with the SMCR, Incfuding changos
to enhance the framework support and traimng provided to senior managers, controlled function holders
and material risk tokers to suppart them to meet their regulatory responsibilitics.

Links to
stakeholders

Reviewed the overall quality of the vehicle finance portfolio

As part of its oversight of the vehicls fingnce busingss and the Group's strategy, the Board held o dosep
dive’ session on the quality and arrcars performanco of the vehicle finance portfolio against the Group's
strategy to focus on the mid-cost and nedr-prime sectars.

Reviewed the Group’s Consumer Duty implementation plan

Oversight of the dovelopment of the Group's Consumer Duty iImplomentation plan and approval of the
plan. The Risk Cornmittet provided detailed ovarsight of the developrment of the Group’'s Consumer Duty
impicmentation plan; see poge 108 for more details.

Looking forward to 2023, focus areas are expected to include:

- new growth opportunities acress Cards, - investment in our technological capabilities; and

Loans and Vehicle Finance; . .
- potential naw lending products.

- maintaining our capital and liquidity strength;
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The Board:
our culture

A great deal has happensad since our 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 custorers in our market. To support this, we have
refreshed our Blueprint, sc it is 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 acress the business. A refreshed set
of values and behaviours that will help strengthen our culture,
and drive competitive advantage and commercial success
has been developed. During 2022, rmanagement focused on
cormmunicating with colleagues about the refreshed Blueprint
and key messages regarding our Purpose, Mission and culture,
through o 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 to put people on a path to better everyday
life, we know that our success cannct happen without our
people We wanted to create the conditions for colleagues
and future talent to thrive, ond at the heart of that lies our
Purpose and values.

Leading
by example

4

Aligning
culture and
incentives

while we have a compslling Purpose that articulates our ‘why',
our values and behaviours were not yet guiding decision
making across the Group, and it was agreed we needed
values that created alignment, consistency and cohesion.

To get this right we set cut to explore our culture with input
from colleagues 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 our 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 wha
participated in the inftial 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. They will

be partof our brand, our objectives and cur performance
managemeant proceass and ultimately be central to our ways
of warking with each other and our customers.

2

Embedding
our culture

3

Assessing
and monitoring
culture
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Board leadership and Company Purpose continued

The Board: our culture continued

1  lLeading by example

As o Group we aim to foster a culiure where everyone is
treated with dignity and respect and feels empowered 1o be
themselves. Qur culture is evolving but our Purpose (page 20)
rernains the same. The Board is responsible for ensuring that
the governance framework supports the embedding of the
desired culture, This is underpinned by an appropriate flow of
information, enabling the Board to oversee managerment and
challenge performance, culture, and strategy. Our Board
understands that a strong culture, supported by good
governance, enables long-term growth and generates
sustaingble value for our stakeholders. Qur Board and
comrittees continue to align and monitor culture through
regulor reporting ot the meetings. The Boord 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 stakeholdars, You
can read alsout haw the Board has had regard ta the interests
of our stakeholders and their 172 responsibilities to deliver
long-terrn growth on pages 50 and 5t and about the role and
aclivities of our CCE Commiitiae on pages 100 ta 102

The changes reported last year to the Group's operating
mede! have sought to support greater collaboration and
consistency across the Group, with the Group's corporate
support teams {(Finance, legal, Enterprise Risk, Audit,
Information 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 Speak Up Dashboard,
Colleague Forums, policies and whistleblowing tools, the culput
of which is reported through various Board committees,

Our inclusion and diversity amition remains to build and
sustain an inclusive culiure and diverse workforce which will
help us to respond to the needs of our diverse customer base
and support cur Purpose of putting our customers on @ path
to a better everyday life. During the year management carried
out a review of the governance framework supporting the
inzlusion community and have aligned a new sponsor 1o each
of our Affinity Groups. Qur Nomination Committee oversees
our performance In relation to diversity and inclusion, and
further details can be faund on pages 98 10 9.

2  Embedding our culture

In June, members of the Board visited our Bradford office

and spent time with cur customerfacing colleagues, which
involved sorme customer call listening. In addition, there was ¢
‘speed dating” session where coligagues were invited to spend
a short time getting to know a Board member on a one tc ons
basis. There was alse an Engagement, inclusion and Wellbeing
session held, which Graham Lindsay and Margot James atiended
with members of the Group Executive Cormmittee. This was a
panel discussion with over 60 colleagues in attendance. This
gave our Board the opportunity to introduce themselves and
also for colleagues to hear their experiences and thoughts

on engagemeant, inclusion and wellbeing and for colieagues
to give their feedback to the Board

80

our Dasignoted Non~Executive Colleogue Champion,

Groham Lindsay, has attended Colleague Forum sessions
during the year at cur Chathom and Petersfield sites, Andrea
Blance, our SID and Chair of the Remuneration Committes,
and Patrick Snowball, Chairman of the Board, have joined
Graham at some of these events. At each event, time has been
dedicated to ensuring there f§ o two-way convarsation and
sharing of views on different colieague matters such as flexibie
working, cofleague wellbeing and the cost of living challanges.

Following the move to the shared services mode), the Colleague
Forums now meaet as one group. in addition 1o attending quarterly
forum rmeetings, rmembers of the Board have oiso ottended

o number of Vanquis Banking Group offices, meeting with
colleagues for informal drop-in sessions during the cowrse of
this year. The resumption of this activity has been well recelved,
following the remaval of travel restrictions post-Covid-18.

We have continued to engage the Colleague Forums on
developing the hybrid working culture, the implementation

of the Group Reward Framework, harmonising our people
policies and colfective consultation relating to closure

of the CCD business.

3  Assessing and monitoring our culture

The Group Designated Non-Executive Colleague Champion,
Graham tindsay, provides a valuable link between the Board
and the Company's workforce through the Collecgue Forum
meetings, ensuring that the employee voice is relayed directly
to the boardroom. Graham also chairs the CCE Commiitiee.
You can read more about Graham's stokeholder engagement
in his Q&A on page 86.

The Board monitors the alignment of the Group's culture

wilh our Purpose, values and strategy, through o variety of
mechanisms, cultural indicators and repoerting lines including
those surmmarised below:

- feedback vio the Colleague Forums;
- feedback on our 'Pulse’ and annual surveys,

- monitoring the KPls of the Blueprint Dashboard including
turnover and absenteesism rates,;

-~ the Speak Up Dashboard, including whistleblowing cases
and colleague grisvances;

- promptness of payments to suppliers; and
- gender pay gap disclasures.

Tha Board measures the Speak Up culture through its

annual Colleague Survey. This year we conducted the 'Pulse’
survey in March 2022 and o Group-wide Colleague Survey

in Novernber 2022, You can read maore about our colleague
engagement initigtives on pages 82 to 83 and find the results
of our surveys on page 38. Actions are identified based an the
lowest scored guestions and tracked by the Board in order

o improve engdgement and make the Group a healthier
place to work

Ower the past year the Speak Up scores have improvad,
notably in relation to the colleague voice and o culture where
openness i$ 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
nNovember 2027 and had o response rate of 79% {2021 71%).
The survey implied that 81% (2021 84%) of colleagues agreed
that "Peaple help and support each other here” and 82%
(2021 81%) of colleagues agreed "l can be myself at work”,
both encouraging outcomes which point to the kind of
supporiive and inclusive culture we want to create.
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The Board and its committees previde appropriate scrutiny
ond chalienge 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, a robust 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 Commiilles Reporl on page (1L

Key outcomes of 2022 engagement survey
The following guestions point to continued high

levels of commitment and discretionary effort from
colleagues as demonstrated by high positive response
to questicns such as;

1. Our Purpose

lunderstand our Purpose and what we are trying
to achieve

84% (2021 83%)

2. Your manager
My manager treats me fairly with respect

g 0 0/0 (2021 89%)

3. Engagement
I care about the future of the Group and my division

8 3% {2021 84%)

4. Working together
People help and support each other cut here

8] 0/0 (2021 84%)

5. Be yourself
I can be myseif ot work

8 2% (2021 81%)

People metrics and KPIs

Colleague forum meetings in 2022

4 (2021 4)

o)
of colleagues tock part
79% ‘

in the Novemnber 2022 survey (2021 71%)

4  Aligning culture and incentives

We invest in our colleagues through recoegnition, reward,
development, wellbeing, the working environment and culture.
Colleagues are recognised through our new '‘Better Everyday’
recognition platfonn und owr 'Porks at work schermg, which
offers colleagues in-store and online rewards and discounts,
online training courses and mental welibeing courses

The Remuneration Committee reviews workforce remuneraticn
policies and practices and assesses their alignment with the
culture and strategy of the Company. Gender pay gap disclosures
are also considered annually to ensure practices are congistent
with the Company's values Further work of the Remuneration
Committee can be found on pages 113 to 151. Andrea Blance
and Graham Lindsay engaged with colleagues on the alignment
of exacutive director and wider colleague reward structures.
Ensuring that we continue to support our culture with regard to
overall compensation is an important part of our non-financial
scorecard which impacts all Colleagues’ compensation. In 2023,
the culture metric is linked to our People and Culture pillar {which
contains our targets on colleague engagement, diversity and
inclusion and culture). For the large majority of our colleagues
thus pillar will drive abeut 13% of their bonus cpportunity.

We are linking risk culture to our performance, with the
enhoncement of the Risk Management Framework through
the introduction of o mandatory, individual risk management
objective for all colleagues across the Group. This will further
demonstrate the importance of risk management and support
the ernbedding of a risk-centric culture.

Colieague wellbeing

We recognise that colleague wellbeing is central to
the creation and embedding of our desired culture.

All colieagues 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 protessional
problems that might be affecting their home or work
life, health or general wellbeing.

We also support colleague wellbeing in o 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 page 39.

Colleague engagement scores
which are aligned to the Group's
Purpese and culture

6 8 0/0 (2021 69%)

Number of colleague volunteering hours

],0 ] 4 (2021 4235)

(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 O/O (2021 61%)
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Stakeholders

Stakeholder engagement

and decision making

The Group is driven by its Purpose of helping to put people on a path to a better everyday life. Acting in the
interests of our key stakeholders is critical to delivering this 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 our
stakeholder engagement strategy (see pages 85 and 102), as we recognise that satislying our key stakeholders is critical to the
Group’s long-term sustainable success. The Board's commitment 1o its $.1/2 duty can be found on page 50 and evidence of this
commitment is integrated throughout the Strategic Report and Governance Report. You can read more about our Purpose,

Mission and strategy in the Strategic Report

Customers

Our customers are the regson why we exist and we continue
to evolve our preduct offering te meet the financial needs
of UK adults who are not weli served by mainstream lenders.
Flease see pages 26 1o 35 for more information,

What are their interests and our areas of focus?
-~ Access to affordable financial products that meet their
needs as well as high-quality service,

Board and Compdany engagement

— Risk Committee and CCE Comrmittee oversight over
management’s plans to ensura good customer outcomes
in accordance with the FCA's Consumer Duty regulations

- CCE Committee monitored customer KPls (see pages
25 and 101) and listened to custemer calls to review the
quality and outcome of customer calls

- Non-executive directors listened to customer calls during
a site visit W Bradford (see page 1.

- Board oversight via mancgement reports on the impact
of the cost of living crisis on our customers.

- Custormner Panels and Net Promoter Score used to gain
insights and conduct research in areas such as the cost of
living crisis, digital banking and new forbearance options.

- Customer Satisfaction Surveys used to receive feedback
from customers.

Outcomes and impact on decision making

- Through engaging with customers on the cost of living
challenges, we partngred with IncomeMax to launch o
new Messenger online platform to offer customers digital
access to one-to-one expert advice to heip manage
their income.

- Sub-committee of the Board approved an implemeantation
plan to demonstrate compliance with the FCA's Consumer
Duty regulations and deliver good consumer autcomes
{(see page 78).

- Forbearance options enhanced 1o support customers
through the cost of living crisis (see page 61).

- A minimum threshold for outstanding loan balances was
introduced arising from the CCE Committee’s feedback
on a customer call.

Linkstostrategy 2 3 Linkstos.172

See kay an page 51 tar links to strategy, s.172 and risks

82

Colleagues

Our colleaguas are the backbone of our Group and are critical
to serving our customers and delivering our customer-centric
Purpose. Please see pages 22 and 39 far more information

What are their interests and our areas of focus?
- Culture, pay and benefits, and careger development.

Board and Company engagement

- Board cttendance at Colleague Forums including the
Designated Non-Executive Colleague Champion and
Chairman (see page 80).

- Designated Non-Executive Colleague Champion who
attended regular Colleague Ferums and reported back
to the Board ot each meeting.

- ‘Speeddating’ and panel sessions held between the Board
and colleagues at the Bradford office on topics such as
wellness, engagement and inclusion.

- Non-executive directors visited the vehicle finance
office and head office where they spent time with
our customer-facing colleagues and listened to
customer calls,

- CEOVLOGS and e-communications issued regularly
to colleagues on important Group news and updates,

— Colleague Forums met regularly to discuss key topics
and fed back te seniar management and the Board
(see page 40).

—~ Informal drop-in session between colleagues in the head
office and the txecutive Committee.

- ‘Be Open Colleggue Surveys issusd halfway through
the year and at year end to gather valuable insights
(see page 81)

- Affinity Groups wers utilised to garmer colleagues’ input
(see pages 37 and 38).

Outcomes and impact on decision making

- Inresponse to feedback at Colleague Forums, we
changed our approach to hybrid working to provide more
flexibility to colleagues,

— Cofllective consultation on the Group's restructure via the
Colleague Forums informed the governance and target
operating modef changes that took place during 2022,

- Colleague Survey results fed back to the Board, action
plans developed and focus sessions held (see page 100).

= Actions arising from Colleague Forums weré formally tracked
and monitored by the People functicn 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 ‘Blueprint behaviours’ performance management framework was used to assess colleagues’
performance and determine bonus olfocations in line with the Group's Values and behaviours. This performance
framework provided an assessment of ‘what’ colleagues had done during the year and *how’ those objectives had
been achieved in order to encourage and reward the right behaviours that maximise the likelihood of delivering good
customer outcomes. 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 Ciimate-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?
— Sustainable business, carban reporting and contributing
to tackling climate change.

Board and Company engagement

- Board oversight over management's sustainability
strategy, science-based targets set and progress macde
on the Group's net-zero strategy (see pages 102 and 41).

— Board 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 over climate risk and approval
of climate risk metrics.

~ Board oversight via management reports on the
Group's accounting and reporting of its scope 1,2 and 3
greenhouse gas emissions.

- Colleagues were kept informed and invelved on
chmate-related matters through the intranet, e-learning
and working groups.

Outcomes and impact on decision making

- TCFD disclosure published in the Group’s Annua! Report
and Accounts as well as in investor materials and
regulatory documentation.

- Board approved a partnership that would allow non-prime
customers to access the electric vehicles market.

- Progress made against environmental targets was
included within the non-finoncial scorecard used by
the Rermuneration Committee to assist in determining
the annual bonus pool for executive remuneration
{(see pages 78 and 130).

- Scopeland 2, and 8 cut of 15 material scope 3
greenhouse gas emissions (including those associated
with products and services procured and downstream
leased assets) accounted for and reported in occordance
with the UK Government’s Streamlined Energy and Carbon
Reporting pelicy (see page 38).

- Good progress made in setting carkan reduction targets
in alignment with the SBTI.

Linkstostrategy 1 2 3 Linkstos.172

Regulators and Government

We care about doing right by our stakeholders; therefore
maintoining good relations with our regulators and operating
within o conduct-focused culture are vital to us. Please see
page 63 for more information.

What are their interests and our areas of focus?
- Conduct, complionce and fair treatment of stakehelders,

Board and Company engagement

- Regular calls/meetings between the Group Chief linance
Officer, CEQ and our regulators on the Group's Mission
and strategy.

- Keyregulatory 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 consistent engagement with our
regulators on areas such as the 2022 ICAAP, the cost of
living crisis, the large exposure waiver application, the
credit risk process and our T infrastructure/strategy.

- Risk Commitlee scrutinised and recommencded to the
Board the 2022 ICAAP (see page 108).

- Membership of the UK Finance and Leasing Association.

- Sponscred the National 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
operaticnal disruptions in accordance with regulations
and guidance issued by our regulators.

- Board approved the 2022 ICAAP following
recommendation from the Risk Committee (see page 76).

Linkstostrategy 1 2 Linkstos.172
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Stakeholders continued

Stakeholder engagement and decision making continued

suppliers

Our trusted suppliers heip us o deliver high-quality, cost
efficient and time saving services to our stakeholders, Please
see page 20 for more information.

What are their interests and our areas of focus?
- Sustainable business, low carbon emissions, and
commitment to tacking climate change.

Beard and Company engagement

- Boord approved the 2022 Modern Slavery Staterment.

- Board reviewed and approved the Group's Corporate
policy on Human Rights and Modern Slavery.

- CCf Committee reviewed suppifers’ feedback on a
questionnaire issued by the Group to over 360 supply
account managears (see page 102).

- Consistent engagemeant through the Group-wide Supplier
Ralationship Managsment Framework.

- Robust due diligence of suppliers in line with PRA guidance
to protect our customers and support operational resilience
(see poge 53).

Outcomes and impact on decision making

- Our standard payment terms were 30 days which
is in keeping with the Prompt Payment Code.

- Published our 2022 Modern Slavery Statement.

- Increased director-level engagement with our most
critical suppliers,

Links tostrategy 2 linkstos.172

Investors

Our invesiors are the providers of capital that enables us
to grow, deliver our Purpose and invest for future success.
Please see page 87 for more information.

What are their interests and our areas of focus?
— Return on investment, long-term growth and good
ESG performance.

Board and Company engagement

- Trading updates were provided via the tondon Stock
Exchange on the Group's performance and strategy.

— Feedback from our brokers was distributed to the Board
and senjor management after updates were made
1o the market,

- Our CEQ and Group Chief Finance Officer held regular
rmeetings with investors which was reported to the Board
vig the CEO report.

— The AGM enabled ali investars to directly question the
Board and to cost their votes for proposed resolutions.

- Management attended broker conferences and presented
toinvestors on tapics such as odr ESG strategy.

Outcomes and impact on decision making

- Investors' views informed the Board's decision making
regarding the dividend pay-~out ratio (see page 77
far more information).

— The Group's financial results for the 2022 financial year
were in line with market expectations.

~  Woareceived votes representing cpproximatety 80% of our
issued share capital at our 2022 AGM.

Links to strategy 2 Linkstos.172

84

Communities

we're committed to making a positive difference to
the communities we serveé in order o irnprove the lives
of our customer base. Please see poges 16 and 37

for more information.

what are their interests and our areas of focus?

— Removing key barriers to financial inclusfon, raising
financial gwarengss and improving education in
the communities of our customer base.

Board and Company engagement

- Board received updates on investrments made in
community initiatives that aligned with the Group’s
Purpose (see page 101).

- Boord received bi-annual updates on progress made
against our ESG strategy which included oversight over
community engagement (see page 77).

- Direct engagemeant with longstanding community partner,
National Numeracy, on the numeracy skills agenda
through the CEO's membership of its Leadership Council
(see page 20).

- Our Grants Panels gave colleagues o say in what charities
we donaied to.

- Management continued to engage with the Group's
community partners during the year, including
Bradiord-based partners to support the city's bid
to be UK City of Culture in 2025

Outcomes and impact on decision making

- Board approved the launch of a Foundation, ta be
launched in 2023, which will see the Group investin its
communities with a view of improving the lives of young
people (see page 101).

- £ldminvested to support comrmunity prograrmmes,
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 impoct.

Links to strategy 1 3 linkstos.172
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Principal decision: A funding structure to deliver our specialist banking group strategy

The Board approved intra-group funding arrangements to support the Group’s application to the PRA tor a large exposure waiver
{the CUG application). The CUG application, which was approved by the PRA in November, will allow the Group to leverage its
existing access to retail deposit funding, through Yanquis 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,

Purposc, strategy and long-tetin success

The CUG applicotion was animportant part of our stated
strategy of becoming a fully fledged banking group. The
intra-group funding arrangements and CUG application
provides the funding structure needed to help put people
on a path to o better everyday life, delivered through our
specialist banking group strategy.

Positive regulator engagement

Management engaged with the regulater 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 Links to strategy 2

Listen Learn
Colleague fForums discussed
and shared their feedback on the
alignment of job levelling across
the Group as part of a new Group
Reward Framewaork

Colleagues requested further
clarity on the Group Reward
Frarmework and increased
transparency on pay and benefits.

Governance and decision making process

The Board received regular updates via the CEO report
on the status of the CUG application before it was
approved. As part of the Board's oversight, it approved
a series of intra-group funding arrangements in

May, subject to the PRA's approval, and established

a sub-committee of the Board to finalise the tenms

of the arrangements once the CUG application had
been approved. Inmaking this decision, the Board
received assurance frominternai and external legal
counsel, as well as relevant stakeholders within

the Group (such as Finance, Tax, Treasury and Risk)

on the implications of the decision.

Links torisks P4 P5 P11 P12 Linkstos.172

Respond

Remuneration Cornmittee Chair
presented to the Colleague Forum
on the alignment of workforce
pay with executive director

pay. The benefits framewark

by level was published on the
colleagus intranet.

Listen

Fxecutive Committee held
a drop-in session with
Bradford colleagues

Listen

CCE Commitlee reviewed
the 2021 stakehoalder
engagement strategy.

Learn

Executive Committee leamt

that colleagues had issues with
parking and using the onsite gym.

Learn

CCE Committee reviewed
progress made against
the 2022 stakeholder
engagement objectives.

Respond

Action was taken to refresh the car
parking booking process and reopen
the gym for colleagues to use.

Respond

2023 stakeholder engagement
objectives were agreed by CCE
Committee and management.
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Stakeholders continued

Stakeholder engagement and decision making continued

What is your role as Designated Non-Executive
colleague Champion?

lam really pleased to be the Designated Non-Executive
Colleague Champion responsible for engaging with our
colieagues 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 Forurn events and panel sessions, chatting to
colleagues on visits 1o offices and various other engagement
events; | then report key headlines frorm these engagement
activities back to the Beard.

what makes you suitable for the role?

| was deemed suitable by the Board for this role because of my
signiticant stakeholder engagement experience gained from
my own executive career leading large teams of people and
my varied external appeintments, as well as my interpersona!l
skills. As an independent non-executive director, | provide an
open channel of communication and conduit between the
Board and colleagues. Furthermore, | am Chairman of the CCE
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 on page 100.

How does your role add value to the Board 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 feedback we have received from colleagues which
is pleasing to hear.

What does the Board expect from you and how does
the Boord monitor the effectiveness of the role?

The Board relies on me to update them on the activities and
oulcomes of colleague engagement, as part of my roles as
Designated Non-Executive Colleague Champion and Chair
of the CCE Committee. This enables the Board to review

my effectiveness in these roies and my interactions with
colleagues. It is also part of my role to update colleagues on
the latest Board developments and decisions, in so far as they
relate to issues that impact on our colleagues’ interests. This
is facilitoted through our People team. 1 licise with the Chief
Feople Officer and People senior management to coordinate
engagement activities and strive to ensure that lreach a
broad representation of colleagues.
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Q&A

with Graham Lindsay, Designated
Non-Executive Colleague Champion

4

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 colleogues.

Graham Lindsay
Designated Non-Executive Colleague Champion

How do you report colleagues’ interests and feedback
to the Board?

I have aregular agenda item on Board agendas to update
the Board on the CCE Commitlee’s oversight over colleague
engagement and my regular engagements with the wider
workforce. | ensure that our Chief People Officer has a regular
standing agenda item to update the CCE Committee on key
issues that have an impact on colleagues. In addition, the
CCE Commitiee receives updates on all ‘Pulse’ survey results
and devotes time discussing and reviewing the full Celleague
Survey results as they become available.

What actions has the Board taken this year in response
to colleague feedback?

| invited the Chair of the Remuneration Committee to attend a
Colleague Forum event to explain how we structure and set the
objectives for the executive team and how that Hlows through
all levels of the Group. This was in rasponse to feedback from
colleagues on a desire for increased ransparency arcund 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 colleague remuneration.

To ensure consistent messaging and discussions across

the Colleague Ferums, following the Group’s reorganisation
the previous divisional forums were combined into a single
Group-wide forum with representation from each preduct ling.

What have been your highlights this yeor in yourrole
as Designated Non-Executive Colleague Champion?

I really enjoyed meeting colleagues with other Board colleagues
in our Bradtford office where we had a ‘speed dating’ session which
was a great way to interact with colleagues from different
tunctions and answer questions in a very informal setting. You
can read rmore about this on page 80, also really enjoyed
being port of a panel session where the Board and other senior
management answered questions from colleagues on g 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 ongeing crucial requirement
of ensuring o committed, engoged and supportive workforce
and | plan to continue my regular site visits, encouraging other
Boord colleagues to join me and ensure our colleague views,
concerns and ideas remain a feature of our Board discussions.
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Effective engagement with shareholders and stakeholders: investor relations

How we

engage with shareholders

The Group recognises the vital role of shareholders in ensuring the highest standards of governance
through constructive engagement with the Board. A key element of our Chairman’s role is to ensure effective
engagement with investors, and that the Board has a clear understanding of investors’ views. The Chairman
is supported by our dedicated Investor Relations (IR) team and senior management, which maintain regular
dialogue with investors and sell-side analysts.

1 The Annual Report 5 Overseasroadshow programmes

The Annual Report provides a comprehansivs overview of the
Cornpany’s Purpose, strategy and progress against objectives.
It facilitates on assessment, by investors, of how the Board is

During 2022, senior management resumed its schedule of
meeting face to face with shareholders, including roadshows
in London, New York and Fdinburgh. The Board received

regular updates on investor feedback and the themes
therein from the CEQ.

taking cction to promote the success of the Company and
aids evaluation of the Company's governance processes. The
Annual Report is complemented by regular market updates,
including guarterly trading updates. Feedback from our joint
brokers, Barclays and Numis, is distributed to the Board and 6 Brokerconferences
senior management after all market updates.

Senior management regularly attends industry conferences.
2 Annual General Meeting (AGM) In 2022, senior managemeant was invited to attend
conferences organised by Shore Capital and Gocdbody
The AGM provides the cpportunity for all investors to directly
question the Board and to cast their votes for proposed

resolutions, including the reappointment of Board members. 7  The Sustainability Report

The Sustainability Report provides investors with a clear
account of the Group’s responsible business strategy, and how
this aligns with the Group's Purpose of providing responsible
lending to underserved markets.

3 The Group website

The Group website provides comprehensive information
about the Company, its divisions, management team and
Board members. Our dedicated ‘Shareholder Hub' provides
up to date information on our strategy, the iatest resulls 8 shareholder correspondence
presentations, RNS announceaments and our investment case.

Our IR team is committed to engaging and responding

4 Investorlanalyst meetings to all investor queries on o timely basis.

The Group takes a proactive approach by inviting investors
and analysts 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

The Group is committed to facilitating an open dialogue with investors across o wide range of issues and ensuring that
shareholders can raise strategic and governance-related matters with an appropriate member of the Board During 2022,

the Chairman met with several large shareholders, including Davidson Kempner, Coltrane and Aberforth Partners, to ensure
that feedback from investors is received effectively and discussed at Board level. Management met 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 cansideration given to the Group's financial position
and capital base.
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Division of responsibilities

Leadership and

oversight structure

Our governance framewaork facilitates
effective decision making and is
farmally documented in the Group’s
Delegated Authorities Manual,

Board Governance Manual, Board

and committee terms of reference,
and matiers reserved for the Board.
This framewaork is reviewed annually
by Company Sectetariat and the
respective Board/committess (o ensure
it remains effective and fit for purpose,
The governance framewoerk and
structure of the Group's governance
arrangements have been established
to comiply with the spirit and provisions
of the Code.

The operating, planning and reporting
processes for the Board were refreshed
following the substantial alignment

of the memberships of the Vanguis
Bank and Company boaids. Combined
meelings, agenda planners and
reporting piocaesses were devised by
the Chouman and Company Secretariat
to ensure that apprepriate, timely and
accurate information continued to flow
1o the Board.

Board
cormmittees

Governance at
Vanquis Banking
Group

Executive

Oar .
B d Committee

Board committees

The Board is supported by s
commirtaes in discharging its duties.
At each Boord meeting, the Chairs
of the committees update the Boaord
on their activities.

Audit Committee

Monitors the integrity of the financial
statements, oversees the internal controls, and
maonitors the independence and effectiveness
of internal audit and the external auditor.

Read more on pages 103 to 107

Remuneration Cornmittee
Determines the Remunaration Policy, ensuring
that pay and benefits align with the Group’s
Furpose and strotegy.

Read more on pages N8 to 122

Noemination Committee

Determines the Bowrd's composfticmﬂsfruclule
oversees diversity and ensures that effective
succession plans are in place for the Boord
and senior management

Read mere on pages 95 to 99

Customer, Culture

and Ethics Committee

Oversees stakeholder engugemerit and
embedding of culture, and monitors the Group's
environmenital and corparate responsibility.

Read more on pages 100 to 102

Disclosure Committee

Enswes compliance with the Market Abuse
Regulation and Disclosure Guidunce and
Transparency Rules

Risk Committee

Reviews and monitors the Group’s principal
and emerging risks and the effectivenass
of the Group's rigk management systems.

Read more on pages 108 to il

Board

Responsible for overseeing the Group's
strategic direction tor sustainable
growth and delivering value to
stakeholdsrs. It is accountable

for the Group’s activities and is
committed to delivering the highest
standard of corporate gaovernance.

The Board dischorgss some of its
responsibilities directly and others
through delegation to its committees.
The Board and commiitees’ terms

of reference, and matiers resarved

for the Board, dre published on
Www.vanguisbankinggreup.com.
Execution of the strategy and day-to-day
manggement of the Group is delegated
to the Executive Committes and various
management committees with the
Board overseeing, guiding and holding
management to account,

Executive Committee

Responsible for executing strategy,
rmonitoring performance, promoting

the Group's culture and embedding the
Blueprint to drive the desired behaviours
within the Group (see page 22 far
information on our Biueprim). The CEO
chairs the Committee; other membesrs
include the Group Chisef Finance Officer,
Chief People Officer, Chief Operations
Officer, Chief Risk Officer, General
Counsel ond Company Secretary,

and the managing directors of each
product line During 2022 the Commiitiee
streamlined its governances structure
(see the timaline below), reviewed the
talent pipseling, and approved various
change and transformation spend
within its delegated authority

Revised operating model: establishing a structure desighed to deliver our strategy

Following the substantive alignment of the Group and Vanquis Bank Limited boards in January 2022, the Executive Committee created
a unified leadership structure and revised the management governance structure to facilitate the execution of our strotegy The Group
mude significant progress during the year to embed its revised operating mode! as outlined in the below timetable.

September Septzrmber:
May: Intia- June N
! . The Exacutive The November:
2l g . N August
Febraary Aprilk Proactive group funding ne c{arporcﬂe Hgust Committes Normination The Group's
Managsmeant arrangemeants govsrnance Shared N .
engagement o creatsd @ Cormmitlse application to
dovernance P wers framework SEVICEs N - " C y
structure and with the PRA approved by wag refreshed functions wnified sarugr ovarsaw the the FRA for
committegs tOOk place the Bodrd to and approved were created IE’_GdEFSh'p DFOQZESS Iorge_ SXposure
wera during the - ot the by the Bogrd o dehver team and mads by Walver was
year to NS o ¥ e Cren reviewead tha management approved
streamlined Group’s large 10 sUpport efficient : :
with defingd supportthe BXpOSUre effsctive sarvices talent pipzing n wihish was an
rerms GBroup's wiver “F:Wer" eaisian aoross all our 16 denufy implementing important pari
- applizaton - e Sress any gaps and the New targst of our strategy
of refarance application rraking product Ines ‘ -
(=2 poge 95) (326 pase 77) devalopment sperating {see pags 22}
358 pUge sw8 page oppotunities modsl
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Division of responsibilities

There is clear division between executive and non-executive responsibilities to ensure accountability and oversight.

We define the separate roles and responsibilities of cur Chairman, CEC and SID in writing and they are available on our website
wwwvanquisbankinggroup.com.

Chaoirman, Patrick Siowball

- Leads the Board to deliver strategic objectives
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 as sounding board for the Chairman.

—~ Intermediary for other NEDs to exprass their views.

- Leads the performance review of the Chairrman.

— Available to shareholders outside the normal
communication channels.

Non-Executive Directors

Provide independent and constructive challenge.
- Scrutinise the performance of management.

— Develop strategy using their experience

and expertise from other sectors.

— Chair the Remuneration, Nomination, Risk,
Audit and CCE Committees,

General Counsel and Company Secretary,
Melanie Barnett

- Provides legal and governance support
to the Board and executive management.
Ensures that Board-level information
is fit for purpose.
- Facilitates effective discussion between
management and the Boord.
- Communicates with shareholders
on governance matters.

CEQ, Malcolm Le May

— Recommends the Group’s strategy
and long-term cbjectives.
- leads and maonages 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, precesses and controls.
— Licises with investors alongside the CEQ.
- 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.
- Articulates the views of colleagues at Board mestings.
- Oversees stakeholder engagement as Chairman
of the CCE Committee.

Executive leadership team

- Supports the CEQ in developing
and implementing strategy.

— Together with the CEO and CFQ,
form the Executive Committee.

- Oversees the day-to-day activities
and performance of the Group.

- Manaoges the workforce and promotes
ahealthy culture.

- Implements policies and precedures set
by the Board.
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Division of responsibilities continued
Leadership and oversight structure continued

Independence of the non-executive directors (NEDs)
The Board and Nomination Committee review the
independence of NEDs on appointment and thereafter
annually. The NEDs bring value to the Board through their
unique skills, knowledge and experience, which help to

shape the Group's strategy and the Board's decision making.
They also serve a vital role in preventing any individual from
dominating decision making and discussions. The Chairman
held a number of meetings privately with the NEDs without
executive managerment present, to encourage independent
oversight, open dialocgue and constructive challenge. The
Baard considers, on recommendation from its Nomination
Committee, that all its NEDs are independent (except for the
Chairman who was independent on appeintment), toking

into account the factors in the Code and any other relevant
circumstances which may impdair independencs, and the
independent NEDs provide constructive challenge to executive
management. Please see the Nomination Committee Report
on page 95 for more details.

Al directors are required to disclose to the Board any outside
interests which may pose a conflict with their duty to act in
the bestinterests of tha Group. Further detolls on conflicts

of interest can be found in the Directors’ Report on page 12,

The independent NEDS also meat annually, led by the

Senior Independent Director, to appraise the Chairman's
performance and effectivenass. The Seniar Independent
Director discusses the results and agrees any actions with
the Chaoirman prior to the results being fed back to the Board.

Nelther the Chairman nor any of the independent NEDs have
exceeded the maximum nine-year reacommended term

of service set outin 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
biographias on page 71 and alse in our Baard Skills Matrix on
page 81 The Board's composition was independently revigwed
as part of our external Board effectiveness evaluation

(see page 93 for more details). Proactive succession planning
was undertaken during the year in relotion to non-executive
director roles in order to stggger non-executive director
succession in the future, thus retaining the balance of skifls,
experience and diversity required for an effective Board.

Board tenure as at 31 March 2023

Patrick Snowball

Maoicolm Le May

Neeraj Kapur

Ancirea Blance

glizabeth Chambers

Paul Hewitt

Angela Knight

Graharn Lindsay

Margot Jomes

Michele Greene

2014 2018 20186 2017 2018

The Nomination Committee and Board considered potential
external candidates with the skills, experience and diversity
that were considerad 1o be key for the Board to deliver their
long-term strategy and visicn, such as those with experience
in consumer cards, credit cards and the digital banking sector.
You can read more about the recruitment process and our
succession planning activity on pages 96 and 8.

The Board comprises the Non-Executive Chairman,

Senior Independent Director, six indepeandent NEDs and two
execulive directors, The Board appeinted Michele Greene

as an additional independent non-executive director on

9 March 2023 as part of the Board's succession planning.

The Board also welcomed Melanie Barnett as General Counsel
ond Company Secretary during 2022. The Board's individual
biographies are detailed on page 71.

The Nomination Committee oversees the Board's composition,
succeassion and diversity. Please see the Nomination
Committee Report on page 95 for more details.

During the year the Board reviewed the externol appointments
of each director and confirmed, following recormmendation
from its Nomination Cormmittes, that the directors continued
to have sufficient time to undertake their roles. The Board olsc
approved the external board appointrent of Andrea Blance
to Aviva pic, agreeing that there was no conflict of interest and
Andrea would continus to have sufficient time to carry out her
role on the Board.

Independence of the Board
(excluding the Chairman)

78%

of our Boaard (excluding the
Chairmon) are independent
non-executive directors

Indopaendent 7
Exacutive 2
208 2020 2021 2022 2023 Total tanure

4years, 6 months
2 months
5 years, 2 months
2 months
3 years, 8 months

3years

G years, 1 monith

4 years, 8 ronthis

4 years, 8 months

4 yeadrs, 8 months

4 years

2 years, 8 months

Less than 1 month

Malcolrn Le May key:  Cheef Executive Otfige” Interire Executive Charman

Patrick Snowball key:
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Composition, succession and evaluation

Board composition

Boord gender

diversity

Male
Fernale

Board ethnic

diversity

Ethnically divorse
White

Board
tenure

1 0-2 yoars
g 2-5yeoars
5-8 years

Member attendance at Board and committee meetings in 2022
The table below sets out the Board and committee attendance during the year. Attendance s shown as the number of mestings
attended cut of the total number of meetings possible for each individual director. Buring 2022, attendance was very strong
both at scheduled and additional meetings. The Board continues to be satisfied that each director is able to allocale sufficient
time to the Company. This (s reflected in the very high levels of meeting attendance. The absence shown below was a result of

either an urgent personal matter or a pre-arranged commitment. The Choir of gach commitiee reports regularly to the Board

on how that committee has discharged ite responsibilities.

Board

member  Board
Total

number of
meetings 9
Patrick

snowball afg
Malcolm

Le May a/g
Moergj

Kopur

Androa

Blonce

Graham

tindsay afa
Faui Hewitt
Eizaboth
Chambers

Angela

Knight g/g
Margot

Jomes

Michele

Greenoe -

9/97

9/977

S

ofs _

o 2

Audit
Ad hoc Committee

Nomination
Ad hoc Committee

Remunercrtion

Ad hoc Committee

5 i 5

'515 1h —

5/5” 1N 5[5
55 o i[w o 25 3

5/5__ ) 171 3 —
5/5_ W =

5/5 10 -

5£5 11 5/5

~

Ad hoc Committee

Executive Committee

and direct reports

hale
Foerma

68%
o 32%

Custormer,

Culture

Risk and Ethics

Ad hoc Committee

5 2 3

- - 3/3
518 2/2 -
5/5 2{2 3/3
5/5 2f2 -
- — 3/3

Skills matrix

Core capability

This matrix represents the number of directors with core or supplermentat 1
capability in areas that are relevant to the Group's business model and strategy. 2
A core capability is one of the strongest areas of a director’s skill and expertise, 3
where they bring significant value to Board discussions. A supplemental capability a
is an area where the director has enough knowledge and experience to carry out
their role. This Matrix together with the biographies on poges 71 to 73, shows the 5
combined strength of our Board in areas central to delivering the Group's strategy. 8
7
Category 8
1. leadership: culture and ethics 12. HR, talentand 9
2. Strategy employee engagement 10
3. Audit and financial reporting 13. 1T and digital initiatives 1
4. Customers . Capital management and treasury "
5. Product development 15. Risk management
6. Banking 6. M&A transactions 13
7. UK Banking regulation 17. Regulatory landscape 4
8. Shareholder engagement and engagement 15
9. Change management 18. Cybercrime B
10. loans 19. Envirenmental impact
. . 7
1. Subto near-prime lending "
19

4

8
5
8
8
8
5
7
&
6 2
7
6 2
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1
10
2
1
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Composition, succession and evaluation continued

Director induction and training

Director induction process

As the composition of the Board remained unchanged in
2022, no director induction training took place during the
year. Ongoing training was, however, delivered to directors,
which included training reflecting the appointment of the
majority of the Board to the Board of Vanquis Bank under
the rastructure of the operating mode!.

In September 2022, Melanie Barnett was appointed as our
new General Counsel and Company Saecretary. As part of her
induction, Melanie was provided with an induction schedule,
which included key reading material and a wabinar on directors’
duties. Melanie was also appointed as a director of one of the
Group's operating subsidiaries, regarding which she received
a business-specific induction,

any incoming director is provided with o compreheansive

and tailored induction plan to suit the requirerments of their
role. Our induction programme js designed to give directors
an in-deptn understanding of the business, Purpose, culture
and Values. The progromme includes meetings with members
of the Group Executive Committes and other key stakeholders,
which moy include the Group ouditor, external odvisors,

our brekers, and representatives from the FCA and PRA.

Al new directors are provided with full access to 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 Board and
Committee meeting papers and minutes

Director training schedule 2023
Examples of the training expected 1o form part of the 2023
training programme include:

— financial and cyber crime;
— consumer duty; and

- the Group's refresh of its values.

92

ongoing director training

it is important that our directars are made aware of any
upcoming developments and receive training tailored
to their roles at the Company, given the ever-changing
ecenomic and regulatory environment.

Directors undertake training both as a whole Board and based
on individual requirements to assist them in carrying out thair
duties and responsibilities. At least annually, the Chairman
discusses with each director his or her contribution to the work
of the Board and personal development needs.

During 2022, the directors were provided with deep dives,
teach-ins, briefings and presentctions on o range of key
subjects, including the following:

- the Tckeover Code;

- Vanguis Bank Limited business review;

- SMF duties deep dive and general banking regulation,

- uncenscious bias training;

- financial crimefcybercrime; and

- vehiclefinance strategy deep dive, including a brief on the

custemer experience and asset managément. The Beard
also listened to exarnpies of customer calls,

Members of the Board alse visited our Chatham, Petersfield
and Bradierd offices

The arrangements for director training are overseen by

the Company Secretary and can be internally or externally
facilitated, with sessions typically originating from technical
Board discussions or an identified training opportunity.
Directors are also given access to an external online academy
tool which provides a wide array of briefings, education and
bespoke training.

In September, the directors had the opportunity to visit the
Moneybarn office in Petersfield and received a deep dive

into the vehicle finance business. The directors received
anin-depth insight in to Monaybarn's operations, customer
journeys, areas of strategic opportunity and business
priorities. The Board alse 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 operations across
Moneybarn as | met face to face with
colleagues and management from across
the different teams.

Andrea Blance
Senior Independent Director
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Assessing Board performance — annual Board evaluation

The Board monitors and seeks to enhance performance by reviewing the continuing effectiveness of its
activities, and the quality and effectiveness of its discussions and decision making, and by considering the
contributions of the Board as a whole, as well as of individual directors. In line with recognised best practice,
the 2022 Board and Board committee effectiveness evaluation was externally facilitated by Independent
Audit Limited (Independent Audit). Independent Audit’s appointrment followed a process whereby a number
of different extornal Board cvaluation service providers were considered. Besides the provision of Board and
Board committee reviews, there was no other contractual connection between the Company or its directors
and Independent Audit or the individual directors and Independent Audit. The contents of this section have
been reviewed by Independent Audit in advance of publication, who agreed with its accuracy.

Three-yearly evaluation cycle 2022 evaluation process

A number of different external providers were considered,
with input received from the Chairman, Senior
Independent Director and other Board members,

The Chairman and General Counsel and Company

Secretary met with the preferred external provider to

discuss their proposed approach to the evaluation.
2020 A docision was made to proceed with Independent
Audit based on its experience and expertise, including

2022 Internal evaluation . ; k h
inrelation tc the financial services sector.

External evaluation facilitated by
facilitated by Chairman and
Independent Audit General Counsel and

Company Secretary

Scoping meeting was held between the Chairman

ond General Counsel and Cornpany Secretary with
Independent Audit to provide insights and agree the
dppreach required to ensure the evaluation was effective
and tailored to the Group.

Independent Audit conducted interviews with the Board
2021 mermbers and key members of the management team

Internal evaluation
facilitated by Chairman
ard General Counsel and
Company Secretary

Board and committee observations took place.

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 Board discussed the evaluation results and approved
focus areas to enhance the effectiveness of the Board
and its committeas. Feedback on the Chairman’s
performance was discussed without the Chairman
present and the outcarme of the discussion relayed to the
Chairman by the Senior Independsnt Director, Individual
performance 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 Board committee papers;

- interviews with all Board members, the General Counsel and Company Secretary and key members of the senior
leadership team;

— observations of Board and committee meetings; and

~ the preparation of @ repert which was shared with the Chairman before being presentad to the Beard at its December 2022
meeting. The report was guality assured by an independent individual from Independeant Audit,

To provide a comprehensive assessment, Independent Audit undertook its review against all aspects of their own board
effectiveness model. This mode! covers both ‘what’ o board does and ‘how' it doss it, to give a full assessment of performance.
This included: the value and role of the Board; Board compaosition and dynamics; Purpose and strategy; the management team;
information and Board suppart; Roard committees; risk management and internal controls; people and culture; and stakeholders.
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Composition, succession and evaluation continued
Assessing Board performance — annual Board evaluation continued

Update on focus areas identified from the 2021 evaluation

Focus darea Progress update
Continue to focus on how to enhance the Board's The Group CRO has worked with the Risk Committes Chair 1o ensure the Risk Committes continues o be
oversight of risk. effective, ensuring the appropriate number of reetngs, that the right amount of time is spent onthe

items ond tha Committee receives the nght data A review of risk appetite metrics was underiaken, with
cnhancements made Reflecting the volatility in the macrosconomic environment the Risk Committao
has receved more frequent and dstatled credit risk reports. Dedicated Risk Commities meentings waore
held to consider the ICAAP and Core UK Group waiver The Board recelves a sk report from the Group CRO
at cach moeting and the Group CRG has attended a number of Board meetings fo suppott discussions
on rlsk matters. & verbal report from the Risk Commities Charr regarding the Risk Committee's key discussions
and d(“C\SiOﬂ‘i Risk Committea mEemqq 'gs pOpers ¢ and minutes are mcde available to ol Board members

Increase the level of engagcment batween The Board hcxs helda number o of colleague nngogbmcm $88si0Ns Qoross thv Croup s diffarent sites
the Board and senior management and between The ngn-exocutive directors have also engaged with the wider workforce in the Vehicle Finance division
the Board ond the wider worktorce and Cards division through attending Colleague Forum events Executive Committee members attanded

Board and Committes meetngs to prescnt on Items os appropriate in the yaar and attended Board
dinners to enoble further opportunity for engagement You can read about our warkforce engagemeant
mechanism and the Bourd enqugemem with coheaguec during the year on pages a2and BE

Continuec 1o focus on how the Board oversees and The Gronp 8 cu:tnmu service model and sfrcuegy, including customer sngmcn[ctlon murke(
engages with the Group's customaors opportunities, product use and customer proposition, were roviewed by the Board. The Board and
Its committees also oversow o number of ather custormer matters during the year, inciuding eur
preparations for the FCA's Consumer Duty regulotion and VBUs customer retention, acquisition and
cngc:gomem strutegy To read about the activitics of our CCE Committee, plem? see puges 100 1o 102

Criver continuead foous on the Group's digital and The Baard reviewsd aur technmogy strategy and how our custorner srrmegy was, ond would be, supportod
data strategy and the enhancement of the Board's by a digital customner expenanca The Board oversaw our IT transformarion, see pages 77 and 102,
understanding and discussion of digital market

tronds and opportumt\z,s

\mpmmnnt a robust Boord trtmmq p\on faroou2 A 2022 trbimng p\c;'wos'ggirocd and deliverad, iermEmg areas that s_uppéﬁcd them n d:scﬁ;gmg

thelr responsibilities and duties as directors of Vanquis Bank Limited, where relevant Please see page 92
for details on Boord traning duting the year

Outcome of the 2022 evaluation process: Board and committee effectiveness

The finclings from this year's independent Board performance review were positive, with the Board recognised as highly
engaged, experienced and technically proficient, The evaluation noted that together the directors make up a capable and
coheasive tearm which has brought a high degree of competence and calm professionalism to the job of tackling the complex
issues the Group has faced in recent years The review alse recognised that goed, open and inclusive debate takes place

in meetings, with the non-executive directors being suppartive, but providing firm challenge. Whilst noting the good gender
palance on the Board, the evaluation alse acknowledged that focus should be maintained in future recruitment processes on
strengthening ethnic diversity on the Board. As with all fair and balanced review processes, the external evaluation identified
opportunities to improve the 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 a formal interim review during 2023 at o Board meeting.

Some of the Board strengths identified Agreed areas of focus to enhance performance

- Effective relationsiip between Chairman ond GEO. - Ravicw tne Board's agproach to moniioring stratogy dehvery, including strotegie

. milestones and KPIs
— A healthy dynamic in mectings and positive

relationships on the Boasd, reflected in lively — Raview the Board's approach of overseaing the Group's technology strategy and its
disgussions and good levels of engogement IMplomentation
High-quality Board and committen popers, providing — Kaep under reviow the key priorities for the skilis reguired In new non-gxecuUtive direciors
the nght amount of information as part of successon planning and Board appointment procosses

- A Secretariat and admin team wh'ch provides good - Rewiew the reqularity of Board updates from Product Managing Diractors and wider Exracutive
support to the Boara Commiilee team

- Ccommitteas which are well chaired and fulfil Review Board committee meeting attendees o ensure the Boord committoes continue ©
their responsibilines nave access to the imformation and expertise nzedod to undertake their responsibilitios

Outcome of the Chairman effectiveness review

The review carried out by Independent Audit included consideration of the Chairman's effectiveness. The assessment identified
that the Chairman was performing well and that he was considered as supportive, hard working and fair and balanced.
Following discussion by Board members (excluding the Chairman), it was concluded that the Chairman was performing his
rola of leading the Board effectively. Andraa Blance, as Senior Independent Director, discussed the feedback and areas for
development with the Chairman

Outcomie of the individual director effectiveness review dnd reappointment

Individual director periormance and contribution was assessed with individual perfermance and developrment discussions
held with the Chairman. The Nomination Committee conducted its annual review of Board and Commiittee compositicn.

Having considerad the skills, experience, knowledge and tenure of the Board, and the independence and time comenitmeant

of the directors and Chairman, together with the Chairman and individual director performance evaluation, the Nomingation
Committee and Board considered that each director in role at the time of its review continued to be committed to their roles,
have sufficient time ovailable 1o perform their duties and to contribute effectively. Accordingly, it was ogreed thot oll directors
should stand for election or re-election at the 2023 AGM. As announced on 26 January 2023, Malcolm e May has decided to step
down as CEQ, which you can read more about on page 6.1t is expected that Malcolm will step down upoen lan Mclaughlin joining
the Group as CEQ in the Summer In accordance with the Code and our Articles of Association, Malcolm will stond for re-election
at the AGM, but will be stepping down as planned upon lan jaining 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 Committee is responsible for oversecing.

- the Beard's composition and structure, including the Board
committees, so that it rermnains appropriate and effective in order
to deliver tha Company's strategy 1o do thie, the Committce
ovorsces Board appaintments and succession planning;

+ the Group's talent managemont framework to ensure the Group's
leadership needs are met now, and in the future, The Committee
monitors the senior management succession planning and the
Group's talant pipeling, including areas of rotention rigk, and

- the diversity of the Boaord and that of the Group's talent
mipeling. The Commuittee monitors the activities ocross the
Group undertaken to meet the Groupr's diversity objective and
to increase the percentage of roles held by women and other
underrepresented groups across the Group

Allocation of time

Diversity 14%
Succession and talent 50%
Board composition and appointments 26%
Governonce 10%

The Committaa’s terms of reference arc available Gt
www.vanguisbankinggroup.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
Nomination Committee Chairman

The Nomination Committee plays o key part in the Group's
long-term sustainable success through its oversight of
succession, talent anda diversity. | reported to you in last
years 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
Ceompany’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 94

As previously reported and as a conseqguence of these
governance changes, Robert East stepped down from

both the Company and Yanquis Bank Limited Boards in
January 2022, Other than Robert, the Board and Committee
membership remaoined unchanged during 2022. The biographies
of all members, which contain information on their experience,
are avaitable on pages 71 to 73 and Committes membership
and meeting attendance are set out on page 91

As announced on 28 January 2023, having led the transformation
of the business into a specialist benking group with

focus on customers in the mid-cost and near-prime credit
markets, Malcolm Le May decided to step down as CEO. The
Group also announced the appointrnent of lan Mclaughlin
as CEQ, subject to regulatory approval. During 2022 the
Committee led a succession planning process for the CEC
role which you can read more about on page 87 We were
also pleased to announce on 9 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 about
her appointment on page 98.

The Group has continued to implement a suite of initiatives
amangst our colleague population in order to enhance
diversity, and you can read more about these on pages
22,39 and 98 The implemeéntaticn of our new Group Job
Levelling Framework to drive consistency and transparency
regarding the seniority level of each role across the Group,
has allowed us to better define who should make up our
senior leadership population. This supports our gssessment
of our senior leadership diversity and our progress against
our target to have 40% female representation in the Group's
senior management population by Decernber 2024 and

also enables us to focus our actions on the right colleague
poputation to drive greater female representation. Fernale
representation in this population (Level 14 roles 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
assessmeant of our progress on gender diversity as we seek
to achieve our 40% female representation target. we still have
much to do to meet our 2024 target and in ensuring the Group
continues to have a diverse senior ieadership 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 our talent and succession plans.

{am also delighted that Fiona Anderson has joined the Group
as Managing Director of Cards in April 2022, bringing with her
o wealth of experience across credit cards and retail banking.
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Compwosition, succession and evaluation continued

Nomination Committee Report continued

Key Committee activities in 2022

— CEO and non-cxecutive succession planning processcs.

~ Oversight of the implerentation of the new operating model

- Roview of the Board's skills and oxperience against Board Skills Matrix
— Review of the Board's succession plan and activities

— Qversight of the Group's talent and successicn framework
and plans and divarsity of tha talent pipaline

Committes priorities in 2023

— Further progress its prouctive planning for Board succession 1o ensure
the Board's membcrship is appropriately refreshed,

— Oversec progross in relation to divarsity amongst the Group's senior
leaders and how the Group will meet its targets

- Ensure arrangements are in place to report against the now
diversity requirements st out in the Listing Rules and Disclosure
and Transpdrency Rules in our 2023 Annual Report

Beard composition and succession

A key element of the Committee’s remit is to lead the
oversight of Board compasition and succession plans. The
Committee’s annugl assessment of the Board and cormmittee
composition confirmed its view that the Board and committee
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
recommendation to the Board, the Board is recommending

to sharenholders that all directers be elected or re-elected at
the 2023 AGM. You can read about each director’s contribution
to the Board in their biographies on pages 7110 /3,

We also consider the tenure of directors to ensure Board
membership is appropriately refreshed. When considering
our succession planning for non-executive directors, we
consider the skills, experience and diversity required on the
Board to ensure it is appropriately composed to continue to
effectively lead the Group and deliver for our stakeholders.
Whilst the Committee and Board recognised thot whilst
there are ne immediate concerns regarding the tenures of
the non-exacutive directors, as a number of the directors
joined the Board at similar times, it is key to take o proactive
approach in order to stagger succession in the future, thus
rataining the balance of skills, experience and diversity the
Board neeads.

During the year, the Committee considered how to
appropriately fill the non-executive director vacancy following
the departure of Robert East, whilst also identifying candidates
who, through their skilis, experience and diversity, could also
address the requirements identified by our non-executive
succession planning activity. The Board and Committee
members reviewed the external on-executive talent pool,
cansidering the experience, skills and diversity of potential
non-executive direcior candidates and how this gligned

with the future composition needs of the Board. Through this
process Michele Greene was identified as a strong candidate
for appointment. You can read about Michele’'s appointment
process on page 98.

The Committee also continued to oversee suCCcession
planning to our two executive director roles, which forms part
of our talent management and succession process, described
further on page 97,

To support the Committee’s ongoeing 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 cur
strategy and business model. To reflect the implementation of
combined Company and Vanguis Bank Limited Board roles, the
Committee reviewed an assessment of the directors against
an updated skills matrix which had been developed to reflsct
the skills and experience needed for thase dual Board roles,
The Cormnmittee noted that the Board remained well balanced
across all skill sets. The Board Skills Matrix review informed

the design of the Board's 2022 training programme. You can
see more about our Board Skills Matrix and our Board trdining
programme on pages 91 and 92 respectively.

96

whilst 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. Following review
by the Committee (excluding the impacted directors), it
recommended to the Beard 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, jJudgement, commitment
and performance. At the year end, all of the non-executive
directars, with the exception of the Chairman, were
determined by the Board to be independent. In determining
the independence, the Nomination Committee and Board
took INio account the 2018 Code, circumstances which would
likely, or could appear to, impair, a non-executive director’s
independence, including their length of service as well as those
directors who were alse directors of Vanquis Bank Limited,

Time commitment

The expected time commitment of the Chair and non-executive
directors is set outin writing. Prior to appoiniment, and prior to
taking on additional external appointments, an assessmeant 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 Committee also undertook its annual assessment
of the time commitrnent of directors prior to recommending
they be submitted to shareholders for election or re-election.
With the majority of the Company’s Board also rmembers of the
Board of Vanguis Bank Limited, our largest subsidiary, the impact
of this on the directors’ time commitment was considered as
part of the annual assessment. The Commitiee and Board
continue to consideér that the Board members have sufficient
time to undertake their roles effectively.

Board evaluation

During the year, the Committee considered the cutcome

of the 2021 Beard evaluation as it related to areas within

the Cornmittee’s remit. The 2022 Board evaluation was
undertaken externally, with a detailed report on the process

and ocutcome set out on pages 93 and 24. 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 evaluation. The evalugtion noted that the Committes
was considered to be well chaired and efficient, with all members
able 1o contribute to its discussions and good debate taking place.
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Talent management and succession

The Committee undertook its annual talent review, which
includes talent identification, succession planning, retention
risk assessment and inclusion and diversity. The progress
made during the year to embed the Group-wids talent

and succession approach has increased the visibility of

the Group's talent pocl and enabled more rahvst ecalibration
ot talent, helped to identify gaps and support developrnent
conversations to drive more rebust succession planning

Whilst the Committee noted the good progress made in talent
managerment and succession planning and the general strength
of the internal talent pipeling, in assessing the Group's short,
medium and lenger-term succession plans, it alse 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|
changeas. This will remain an area of focus for our talent
management and succession programme for 2023

The Committee members were able to engage with our
key talent during the year, such as through site visits and
product-lucused sessiens. You can read more about the
Board’s colleague engagement activity on pages 82 and 86.

As part of its rele in ensuring the Group has the leadership
capabilities to deliver its strategy, the Committee continued to
oversee progress of the implementation of the Group's new target
operating model, considering the impact of the changes en
colleagues one and two levels below the Exacutive Committee
as well as the wider colleague population.

During the year Melanie Barnett was appointed as General Counsel and Company Secretary and Nicola Lipson as Chief
People Officer (CPO), with both now key members of the Executive Committes. Following appointment processes taking
place, both Melanie and Nicola were promoted to thair roles from existing roles with the Group, with Melanie joining the
Group in 2020 as Deputy General Counsel and Nicela holding previous roles in the Group as Vanquis Bank HR Director
and as HR Business Partnering, Culture and Engagement Directer. Both were identifisd through our ongoing talent and
succession process, which is overseen by the Commiittee (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 senicr rales. Their appointments
support the diverse range of views around the Board, Board committee and Group Executive Committee tables.

CEO succession planning and selection of new Chief Executive Officer

The Group announced on 26 January 2023 that, having led the transformation of the business into o 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 CEC. The Group alse announced the appointment of lan Mclaughlin as CEO and Executive Director, subject to
regulatory approval. lan is a highly expsrienced banking CEQ with o 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 Committee, keeps executive succession plans under regular review whilst
taking into account the strategic priorities of the Group. In line with our succession processes, we undsrtake a formal,
rigorous and transparent search process for each appeintment, using objective criteria covering experience and personal

qualities and taking into account the beanefits of diversity.

As part of its executive director succession planning process, during 2022 the Nomination Committee completed a review
of the internal succession plan for the CEO role alongside an extensive externally facilitated market mapping process of
external talent. To support this succession planning process, ¢ job specification was developed with the assistance of
Russell Reynolds Associates and reviewed by the Nomination Commitice.

Our succession planning process identified a longlist and subsequently a shortlist of internal and external candidates.
Ecach candidote went through a formal, robust and detailed assessment led by Russell Reynolds Associates against the
key evaluation criteria identified for the role of CEQ. Following this assessment, a series of interviews were conducted by
the Choirman and non-executive directors of those candidates identified for interview. Reflecting that the Group CEO

is also CEO of vanquis Bank, candidates were alsc assessed as to whether they were fit and proper to undertake the
role. The Nomination 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 Committee reviewed the proposal regarding

the appointment of his successor and, following consideration of the robust, difigent and externally facilitated process,
the Nomination Committee recommended to the Boord the appointment of lan Mclaughlin as CEO, subject to regulatory
approvals. Malcolm will continue as CEQ untillan joins, and then will remain with the Group to support an orderly transition,
lan is expected to join the Group in the summer, following his notice period.

lan’s appointment, when effective, would not change the current diversity of the Board. On appointment, lan will undertake
a tailored induction plan and we will report on thisin next year's report.

Other than for recruitment and related talent advisory services, Russell Reynolds Associates has no other connection to the
Company or individual directors. Russell Reynolds Associates is o signatory of the Enhanced Voluntary Cede of Conduct for
Executive Search Firms, which specifically acknowledges those firms with a strong track record in and promotion of gender
diversity in FTSF 350 companies against the scope of the Davies Review.
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Composition, succession and evaluation continued

Nomination Committee 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 39

Ouwr Iniclusion and Diversity Palicy, which includes Board
diversity, is designed to promote equality, diversity and
inclusion across all parts of the Group and to ensurs that we
have a working environment where everyone feels included
and valued. You can read aboul the aims of our inclusion and
Diversity Policy and how it supports the delivery of our strategy
in the table an pags 99

The Committee hasg overseen progress against the Group's
inclusion and diversity strategy and the actions being
implemented to meet iis diversity targets. It received an
update on the Group’s inclusion community and the work
of our different Affinity Groups, including efforts te raise
colleague awareness of inclusion initiatives and to support
an inclusive cublture.

The Committee reviewed the progress being made inrelgtion
to enhance the Group's diversity data, which is critical to the
senior leadership team and Committes’s roles in ensuring
targeted diversity planning and initiatives

The Committee also undertook a review of our diversity
targets, and our progress against those targets, and agreed
that the existing current Group diversity target remained

fit for purpose. The Committes noted that good pragress

had been made and, it was also acknowledged that therg
was more that could be done to further build the Group's
inclusion and diversity agenda in 2022, 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
female representation was required. During the year, the
Committee also reviewed the outcome of the TCA final

policy decision for proposals set out in CP 2124 ‘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 elsewheare in this report follewing the appointment
of Michele Greene, the Group has increasad fernale
representation on the Board to 50%; the membership of each
of our standing Board commitiees is majority female, with
two of the Committee chaired by female directors and our
Senior iIndependent Director is also female; and we also have
one director of an ethnically diverse background. This year
we Updated cur inclusion and Diversity Policy to reflect the
changes to the Listing Rules and Disclosure and Transparency
Rules and the Commiittee will formally report against these
requirements in our next report.

Non-executive director appointment: Michele Greene

Candidate requirements

Artole specification was ogreed which sought to identify candidates with skl and expenence

areas which would enhance the Board's effectiveness as it sought to deliver its banking stratogy.,
including experience in retoll bonking. cords and digital wollets, Condidotes were sought with
exporience which roficcted requirements of the Group's progetive non-exsculive SUCSessIon
planning, including thoso who could succeed to chairing Boord commuttees in tho future. A key
aspect of our candidate requirerments was cuitural fit ond o notural aifinity and empathy with
the Group's Purposc and our custorners. The candidate specification was preparcd to clearly
recagnise tho value of divarsity and inclugron and to reflact that drversity in its broadast sonse

Search process

was a key priority for our search

The candidate search and wentification process was led by the Chairman and supported

by Korn Ferry, which produced a longlist of cangidates to support the Committee’s succession
planning precess. from an initial potential candidate list of 29 candidatos (with 88% femulo
lcpresentction). the Committec reviewed o refined hist of 17 potential candidates, with o
shorllist of preferred condidatos chosen for further discussion ond engagernent, Wa worked
with Korn Ferry to ensure that the appointment search wos alert to all aspects of diversity

and inclusion throughout the process. Femaleo representation in tha shortlist of candidates for
future non-executive director roles was 41%. In considering the pool of potential candidotes, the
Committee considered and discussed the othnic divorsity of the non-oxecutive dircctor talent
pool, chalicnging what further action could be token to drive greater ethnic diversity in tho
pool of potential candidates in order 1o support the Company's desire 6 continuc to improve
the cthnic diversity of the Boord The Choirmon engoged with pur external recruitment edvisor

on this matter,

Interviews and
assessment of suitability

Appointment

Following reviow of the potential candidates, Michalo was interviowoed by Patrnick Snowball
and other Board members and assessed against the role requirements.

Following interviews, the Nomination Commiitéa racommended the appointment of Michele's to
thc Boord Michele's appointment brings a range af skills and experience to the Boaord, ncluding
In areqs identifled in our Board Skills Matrix She has deop knowledge within the consumer credit,
card payments ond digital banking sector. Michele is o chartered accountant by bockground and
combinas finance leadership, with a strong strategic and digital capability and entrepraneurial
cxperence. She also brings expericnce needed to support our Board succession plans, with skills
and experience ta chair Board committees in the future. Michele joined the Board on 9 March 2023,
Wa will report on the induction programme in noxt year's roport

We were supported inthe search by Korn Forry. Other than for recruitment and related talent
advisary services, Korn Ferry has no other connection to the Company or individual directors.
Korn Ferry has been accredited by the FTSE Women Leaders Review (and its predocessor tho
Hampton-Alexander Roview) under the Enhanced Voluntary Code of Conduct for Exacutive
Search Firms, for its work in aotively meoving the dial on gonder diversity across the FTSE 350
and beyond.
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Aimsfobjectives of our Inclusion
and Diversity Policy

- Creating and promoting an -
inclustve and positive culture
and working environment that
is fres from discrimination -
Fnauring that ol collsuyuos are
liealod with dignity and respect,
regardloss of any personal
characteristics, and in accordance
with the law.
— Creating a culture where all aur
colleagues feel able to speak up
about any cencemns. -
- Addressing ony instancas of
inappropriate or unacceptable
behaviour such as harassment, -
bullying, discrimination
and victimisation.
- Providing guidance, training and
support to help our colleaguos -
deliver our incluston and
diversity commitments.
Ensuring our managars
lead by example and set
appropnate stendards -
- Enabling all colicagues to reach
their full potential and contribute
fully to the success of the business
- Ensuring policies, proceddres and -
practices comply with relevant
legislation and are inclusive of all
- Actively engaging in days and
cvents which support equality, -
inclusicn and diversity.
- Prometing our inclusion community
ard Affinity Groups to increase
awarcness of inclusion and diversity.

Qur Board Diversity Policy

Scts cut our commitment to achieving

a diverse and inclusive Board and senior
management team

Recognises that having a wider range of
porspoctives iepigseliled al senor level
contributes towards a high-peirforming,
effective leadership team that brings greater
diversity of thought to better respond te

our diverse custemer base and stokeholdor
views, in order to achieve the Group's overall
strategic aims.

Ensures that the selection process for Board
dppointments is basad on merit, whilst also
ensuring diverse shortlists for Boord roles
Requires the Board's standing sub-committees
to be approprately composed in ordar to
urdertake their duties effectively. including
appropriate balance of diversity

Confirms our commitment to measurable
objectives regarding Board and senior
mancgement diversity, including these

sat out inthe Women in Finance Charter,
Harmpton-Alexandar Reviow and Parker Roviow
Reiterates the Board and Nomination
Committcae's roles in supporting and
MENILonNNg activitios 1O NCrease diversity in
senior management roles and talent pipeline
Supports the engagement of executive scarch
firms which hove signed up to the Voluntary
Code of Conduct for Exccutive Scarch Firms
or gender diversity and best practice.
Embeds diversity torgets set out in the Listing
Rules and cur commitment to meeting
diversity requircments set out in the Listing
Rules and Disclosure and Transparency Rules.

How our Diversity and Inclusion Policy
supports delivery ot our Purpose and strategy

By delivering our policy's key aims, itis the
Board's view that the Group will benefit from
a wider range of perspectives and ideas
reprosented at eoch lovel of monagement
and al Baard level, contributing to o
high-performing and effective leadership
team which brings greater diversity of thought
to botter respond to our diverse customaor
hase and stakeholder views in order to
achieve the Group's overall strotegic oims

An effective and diverse Board (and Board
committees), with the appropriate collective
balance of diversity, skills and oxperience,
has the foundations to be able to support
stokeholders' views, challenge rnancgement
and achieve the Group's overall strategic
aims by having a widerrange of perspectives
representod at Board level.

Objective

To ensure a roundad and diverse Board and Groap

Progress and implementation

Our Inclusion and Divorsity Policy, including the Board Diversity Policy, and our formal

The Board will support and moeniter Group activitics

Executive Committeg, oppointmaents will be made

on merit, teking into account different backgrounds,

diverse exparience, perspectives, parsonalitios,
skills ond knowledge, as well a3 clignment with
tha Group's culture.

To ensure Board appointment ‘fong ists’ reflect
the Board's diversity commitmants

To maintain a balance of one-third of the directors

being women as o minimum.

To maintain o minimum of one director from an
ethnically diverse background in support of the
Parker Roview target.

undertaken to meet its diversity objectives and to
increase the parcentage of senior management

roles held by wormen and other underropresented

groups across the Group.
Additional management diversity ohjective

As ¢ signotery to the HM Treasury’s Women in
Finance Charter, we have o target to have 40%
fomale representation in the Group's senior
manrcgement populatien by Decamber 2024,

documnentad Board appointment require that appointments are to be made on maerit,
taking into account diversity ond alignment with the Group’s culturo. Diversity forms a koy
consideration of Board appointment ond succession planning processes. You can read
rmore about our most recent Board appointment processes on pages 97 and 98,

Our Board Diversity Policy confirms cur commitrnent that all shortlists for our Board and
scnior management positions are balonced from a gender perspective Our Chairman
and Nomination Committee atso ensure that we work with external scarch firms to drive
diverse candidate longlists’ for consideration for roles as they arise.

We have continued to exceed this objective and femala represantation on the Board
as at the date of this report is 50%.

We have continuced to mect this objoective.

The Committee has continued to review the Group's inclusion and diversily strategy and
initiativos, which huve a koy role In ensuring we have o diverse senior management and
colleague population and an inclusive culture When reviewing talent monagement ond
succession, the Committee has reviewed the diversity of our talent pipcling und discussed
barricrs to groater diversity.

You can reed on page 39 about the progress made towards this target during the year.
Forthe purposes of this target we have identified Level 14 and above roles as the relevont
population and fernale representation in this population waos 33% as at 31 Decembor 2022,
We also remain committed to delivering this objective by the December 2024 deadine
Wsa remuain focused on mecting the Hompton-Alexandaer target of 33% at the Excoutive
Comrnittec level ond its direct reports. Female representation in the Exccutive Committec
and direct reports population was 32% as at 30 March 2022, This represents positive
progiess in relation to this population over the last year; howover, we rernain focused

on continuing our progress.

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
Customer, Culture and tthics Committee Chairman
and Designated Non-Executive Colleague Champion

Role of the Committee
The Committee is responsible for

- owvorsecing the embadding and monitorning of the Group's
culture, ensuring that any materialissues inregard to the culture
and cthics applicd across the Group are addressad;

- ovorseaing the development, embedding, and monitoring of
the KPls by management of the Group’s customer objectives,
Purposc, culture and ethics within its operations, consistent with
the Group's Strategic Blueprint;

- oversocing the Group's eftorts ta ensure that its policies. businoss
processes, procedures, systerns and behaviours are consistent
with improving the customer expencnce and delivaring fair
customer outcernaes;

- revicwing and providing guidance for external communications
on key reputational issucs within its remit, such as custemars.
diversity, and sustainability (ESG agenda: environment.
sGoial, governance);

- onsurnng that appropriate arrangements arc in place ta support
complianco with the 2018 UK Corporate Govarnance Codo and
the accountabilitios under soction 172 of the Companios Act 2006
as appropriate; and

— ensufing that appropriate employse engagement mechanisms
are in place for the Board to undarstand the views of colicagues
s0 those can be factored into decision moking

Allocation of time

KPI tracking 20%
Reviewing policies against Group's culture 18%
Monitoring governance, ESG

commitments and CR reporting 32%
Monitoring stakeholder expactations 30%

The Committec's terms of reference are available at
www.vanquisbankinggteup.com
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Corporate cuiture is everything; it
impacts on everything we do. Getting
the culture right will ensure our business
is sustainable, and delivers the right
outcomes for our customers, colleagues
and shareholders.

Graham Lindsay
Customer, Culture and Ethics Cormmittee Chairman
and Designated Non-Executive Colleague Champion

1am pleased to present an overview of the Committee’s work
during 2022 jt has been a busy year for the Commitiee which
included the oversight of providing redress to customers
through the CCD Scheme of Arrangement, following our
campaign to contact 4.2 milllon customers via letter, email
and media, and the Group's refrash of the Strategic Blueprint
following the significant change to the business mode,
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 drivars which will further
embed the Group's Purpose and ensure we ars focused on
doing the right thing for cur customers, colleaguas, and all
other stakeholders.

The membership of the Committee rermains unchanged,
comprising three independent non-executive directors and,
where appropriate, the executive directors and members of
the senior management team are invited to attend meetings.
Biographies of the members, Elizabeth Chambers, Margot James
and me are available on pages 71 to 73

During the year, the Committee’s care duties remained
unchonged os we continue (o be focused on our
responsibilities to our customers and overseeing the Group's
culture. At each meeting the Committee reviewed and
discussed the key performance measures within the Group's
Blueprint and Customear Dashboards.

The Committes reviews the outcome of the annua! 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 operating model. You can read more about the
employee survey results on page 39

feedback from the action planning sessions on the 2022
Colleague Survey is currently underway across the Group
and will be used to further inform and develop collective
action plans.
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Monitoring Dashboards
The Committee adopts a KPl and evidence-based approach
Lo its work

The Blueprint Dashboard consists of four Blueprint cutcomes,
each measured by o variety of metrics, with targets set where
appropriats, to ensure that the Group is able to demaonstrate
that it is delivering business activities in accordanco with

its Purpose und Slrategic Priorities The Group's Heod of
Sustainability is ¢ standing attendee at the Committee
meetings and has responsibility for monitaring and reporting
metrics within the Blueprint Dashboard.

This Blueprint Dashboard is updated and submitted for review
by the Committee at each meeting so that it can moniter and
challenge the embedding of the Group's culture and delivery
of positive customer outcomes.

Providing ongoing support to our communities, particularly
to children and young people, is an important aspect of
delivering our Purpose. The Dashboard confirmed that
good progress had been made on the number of colleague
valunteering hours being undertaken during 2022, with
colleagues using their skills in support of alarge number of
charitigs. There were also many team challenges including
at Thornton Community Centre and Café West Community
Centre in Bradford.

Thornton Community Centre offers o wide range of activities
that support the local community, such as stay and play
sessions in the morning and youth greups in the evening. The
tearn was tasked with turning a currently unused grass areq
into a safe ocutdoor space by building a fence around it. Café
West is @ community centrs in the Allerton area of Bradferd
which serves a diverse community and provides a range

of services, including more than 30 different activities each
week. The team transformed on overgrown ared into g new
community growing space by clearing out weeds, replacing
topsoll, levelling the ground, cismantling old raised beds

and making this cutdoor space available o use.

Cur colleague volunteering opportunities included the
provision of mentering support to students at New College
Bradford, through a collaboration with our charity partner, the
Ahead Partnership. Through the programme three colleagues
mentored a group of 11 young people, aged 16-18, from New
College Brodford, wha are all taking IT and business focused
courses, in order to raise awareness of the opportunities
available in our business. The Committee tracks the
volunteering hours via the Blueprint Dashboard because it is
an important aspect of the Group's Social Impact Programme
and shows how colleagues can use their own carger journeys,
backgrounds and experiences to inspire children and young
people and help them to develop the core skills they need

to live their iives and achieve their full potential.

The Blueprint Dashbaaord enables the Committee to monitor
customer experiences through use of metrics such as Net
Promoter Score (NPS). During 2022, the Committee noted
that the NPS score in the Group's vehicle finance business
had declined which enabled the mermbers to explore root
cause issues and corrective actions with management. The
Committee was able to propose how the NPS survey could
he better used to improve customer experience and provide
useful feedback to customer-facing colleagues.

During the year, the Committee received an update on the
progress of the newly developed Conduct Risk Dashboard,
which was created to enable monitoring of the high-lavel
customer journey and customer outcomes. The first line
customer outcome testing approach has bean evolved

to provide outputs that are aligned to the conduct risk
frarmmework. The framework was enhanced to include a

‘three-lens’ approach (Customer Cutcomes, Business Outcomes
and Customer Experience} within the scorecard. During the
work to enhance the framework, a sliding scaie was designed
tc draw out the materiality of the outcome from both a
conduct and business process perspective. Metrics have besn
placed against each stage of the customer journey and these
are tracked in the Risk Committee. For mare infarmation en the
metrice please ses tha Risk Report on page s,

In 2022, the Cornmittee regularly listened ta customer calls.
Atits November meeting the Committee listened to calls and
considered how these calls had been assessed against the
newly developed My Customer and Me (MCAM) framewark.
The MCAM framework provides the business with o level of
assurance around customer testing that is able to clearly
demonstrate when outcomes are or are not meeting the
expected Group standards. This confirmed that when applied
practically, the framework will highlight where customer
interactions contain risks to the customer outcome, regulatory
compliance or 1o the operations of the Group. Where o poor
cautcome 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 comprised
our Purpose, four strategic drivers and three behaviours,

and was designed to underpin the culture we needed to

be successful. A great deal has happened in the four years
since the Blueprint was developed and launched including
an unsuccessiul hostile takeover bid, a global pandemic, and
the wind-down of the CCD business. Looking to the future, the
UK now faces a cost of living crisis and increased economic
uncertainty and we believe there is significant opportunity
for the Group to be best placed to serve the needs of more
people as the first-choice bank for those who are excluded
from accessing financial services from traditicnal lenders.

The Blueprint has been refreshed during the year to ensure it is
still relevant today and remains fit for the future of the Group.
Geod progress has been made on evolving the Blueprint and
our core messaging regarding cur Purpose, Vision, Mission,
Strategic Drivers and Behaviours. The Committee discussed

in detail how the Group would deliver on the Purpose through
a clear vision and Mission and how this will be achieved
through the three strategic drivers. Our Mission is to be the
‘first-choice bank for the UK population who are excluded
from accessing financial services by the traditional lenders’.
To achieve that mission, the focus remained on people and
culture, growing our business in a sustainable and responsible
way and customers and comimunity. The Committee
reviewed the Blueprint Dashboard to ensure that the metrics
currently traocked remained appropriate and aligned with the
refresh work.

Corporate Responsibility Community Programme
The Purpose of cur business is to help put peopls on a path
to a betier everyday life. One of the ways we do thot is by
partnering with organisations through the Group’s community
investment programme to support the delivery of activities
and Initiatives which seek to address some of the key
factors which, on their own or acting togsther, canreduce
social andfor financial inclusion. In 2023 we will build on this
award winning pregramme and launch a Foundation. The
Foundation will focus on helping to put children and young
people on o path o 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 Responsikility Community
Programme continued

The Foundation will seek to improve the lives of children

and yaung people by providing educational and social
development opportunities which support financial and
social inclusion. In 2022, the Cemmiittes reviewed the faunch
by the Group of a £100,000 schama warking in partnarship
with Schogl-Home Support and the Dixens Academies Trust
to supply essential items of school uniform for students who
need support across Bradford, Liverpool, Manchester and
Blackpool. Schoal 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 schoo! uniferms for their
children can become a challenge, so we were pleased that
the Group was able to lend its support.

ESG and stakeholder considerations

Following the operating model changes and the creation

of the new shared services division, including procuremant
services, the Committes supported improvements to the
Group's supplier relationship management with a new
supplier relationship management (SRM) framework launched
in 2022, under which all colleagues will be held accountable
for the monagernent of key suppliers within our supply base,
The Committee considered the relationships the Group

has with its suppliers, the impact of the closure of CCD an
suppliers and how we continue to ensure and evidence that
our supply chain adheres to and complies with the Modern
Slavery Act.

In the last 12 months, the Group has been heavily focused
on maintaining suppliers’ service levels acrass its divisions
faliowing the closure of the CCD business. A supplier survey
was sent to a representative sample of our supplier base.

committee activities in 2022

The questionnaire was designed to try and extract an
accurate perception of the Group as a customer, from
suppliers from different divisions and varying criticalities.

The overall responses evidenced that the Group is regarded
as a gqood customer, though areas for enhancement both in
cellaboration 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 updotes
on how the climate risk agenda was being governed and
managed across the Group. This included an update on

the strategy in place to enable the Group to determine the
actual and potential impacts of climate-related risks and
opportunities on the business and s key stakeholders, and
one on the progress being made by managemeant in setting
carbon reduction targets which align with current climate
science, details of the Group's TCFD report are set on pages
440 to 49. Throughout 2022, we have engaged with celleagues
via the ‘Greenprint’ section of the Stay Connected intranet site
on arange of issues such as why we measure ana report our
carbon feotprint. Please see our ESG Report on pageas 45 to 49,

Graham Lindsay
Customer, Culture and Ethics Committee Chairman
30 March 2023

Committee priorities in 2023

— Important progross has been made on the 2022 loadership development strategy which - Continue to discuss and review workplace

comprised bulding the outline to an Inclusive leadership programme for sonior loaders

across the busincss

— In order to contribute o the Board's overaill accountability for the delivery of the Group’s
sustainability performance, the Committes ensurcd that embedding sustaingbility
throughout the business, strengthening our governance to manage climate-related risks
ond oppartunitics. and monitoring progress of our net-zoro target wore prioritics.

- In order to support the Board’s oversight of the key stokeholder relationships the
Cormmittee received an updale on the Group's relotionship with key suppliers: the
feedback from the supplicrs was overall very positive, with some helpful comments
on potential improvements which could be made in both ‘collaboration potential” and

cormmunication of the ‘Group Strotegy”

related matters including the rasults of the
Group's Collcagua Surveys, feedback from
Colleague Forurns, the diversity and inclusion
agenda ond leadership and development
provisian, monitaring progress with the
Future of Work programme,

- Continue to focus on the customer
agenda by moenitoring pragress on
customer metrics refating to the ermbcdding
of a customer-focused culture ocross
Vangurs Banking Group and ensuring
that customaor outcomes and intgrests

— The Committee listencd to a wide range of randomly selected customer calls from
acrass the aifferent product lines to monitor customer outcomes and identify any
opportunities for improvement, which had becn fod bock to product MDs

- Tha Committee roceived an update on the progress of the implomaentation of the
Consumer Duty reguirements across the Group

- Rewviewed and approved the Group's Modeorn Slavery Act Statement.

= The Committee received an upaate on the progress made on the recommendations
of the Task Forcs on Climate—related Financial Disclasures (TCFD)

- The Committec received an update on the progress of the newly developed Conduct Risk
Framework including the high-level customer journey which hod been produced, and the
expected customer outcorne that been defined alongside each journey stoge

- Received anupdate on the progress made in delivering the 2022 stakeholder
engagement sttateqgy objectives and noted Group's stakeholder engagement
chjectives for 2023,

- The Committes roceivad cormfort that the Graup was tully comphiant with the 2018 UK
Corporate Governance Code for 2022

~ The Committoc reviewed the proposed governance and management controls which
had been implamented to ensure that sufficient level of oversight is provided, of the
gpproach that Group takes to comply with the TCFD recommendations

- The Committeq recoived an update on the cost of iving crisis which includced the FCA's
guidance on tailered support and what's required of firms

are considered throughout every stoge
of the customer Yifecycle.

Review the previous year's s.172 statement
against the market, consider external advice
and identify areas for enhanced reporting
inthis areq,

COversee the Group's approach to munimising
its contribution to climate change by reviewing
the delivery of the Group’s nat-zero strategy
and by managing climate-related risks
through its Task Force on Chimate-related
Financiol Disclosures (TCFD) work

Review the Group's compliance with relevant
regulatory and voluntary requirernents,
inciuding the Company’s Modgorn Siavery
Statement, Gender Poy Gap Reports

and Prompt Payment Code

Reviow and approve the Group's cormmunity
investment strategy for 2022-23

Owversee the crmbedding of ihe stokeholder
chgagement strategy and monitor progress
against the same.

Roview whistleblowing dato and consider
any cultural root causes and issues,
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Audit, risk and internal control
Audit Committee Report

Ensuring a robust

control framework

Paul Hewitt
Audit Committee Chairman

Role of the Committee
The Committae is respansible for oversceing the following:

Financial reporting

- monitering the integrity of the financial statements, and any cther
published financialinformation, and reviewing the significant
financial reporting Judgements thercin;

- wdvising the Boord on the Annual Report and Accounts, including
whether itis foir, balonced and undarstanaable,

- assisting the Boasd in assessing o Company's going concerm
status and ongoing viability,

External audit

- conducting the tender process and recormmending to the Board
the appointment, remancration and torms of engagemaont of the
external auditor,

— reviowing and monitoring the mdependence and objoctivity
of the oxternal guditor,

- assessing the effectiveress of the externcl audhtor,

- implementing and menitonng the Group's policy on
non-audit services,

Internal audit

- assessing and monitonng the effectiveness of the Group's
Internal Aucht function, including approving the annual Interngd
Audit Plan, and

Internal contrels and processes

- reviewing and manritoring the effectivencss of the Group's system
afinternal financial and operational controls.

Allocation of time

Governance 15%
Financial reporting 35%
External audit 18%
Internal audit 22%
Management reporting 12%

The Committec's terms of reference are availuble at:
https ffuesw 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
muacroeconomic landscape, will
continue to be the focus for 2023.

Paul Hewitt
Audit Cornmittee Chairman

lam pleased 1o present the Audit Committee Report for
the year ended 31 December 2022, which summarises the
key activities of the Committee during 2022 and confirms
compliance with the Competition and Markets Authority
Statutory Audit Services Order.

The Committee memikbership has remained consistent for

the last three years, with me as Chair alongside two other
non-executive directors, Andrea Blance and Angela Knight.
Angefa Knight continues to chair the Risk Committee and works
to ensure that the work of both Committees is coordinated.
The biographiss of all members, which contain information on
their qualifications, are available on page 71 and Committee
attendance is delailed on page 91 The Board remoins satisfied
that the Committee as a whole has sector competence and
an appropriate level of relevant financial experience.

lam pleased to report that the recent Board effectiveness
review (page 93) confirmad that the Audit Committee was
‘well managed, had a’'geod level of oversight’ and provided a
forum 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 audit and corporate governance’, progressed well
throughout the year. In parallel, the implementation of our
Integrated Assurance Framework also remained on track. The
Committee was satisfied with the Group’s progress against
the recormmendations made in the White Paper and remains
committed to the further embedding of enhanced contrals
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

Cormmmittee activities in 2022

- Reviewed and approved the 2021 financiai statements and areas of significant judgement, including the
going concern basis and viability statement. Confirmed that the 2021 financial statameants ware fair, balancad,

and understandable

- Reviewed and approved the Preliminary Results Announcement

Cormmittee priorities
for 2023

- Continued embedding
af the integrated
Assurance Frameawork
across the threg lines
of defence,

- Rewviewed and approved the Nor-audit Fees Policy and non-audit fecs for 2021

- Reviewod and opproved tho External Audit fees.

- Gonfirmoed intermnal Audit's Charter, statement of Independence and objectivity and effoctivenass

- Rewiewed the 2020 oxtorna) oudilor's full-ycar report and management letter and recommendaed approval

of the same by Board.

- Roviewad and confirmed the result of the Internal Audit Self-Assessment
- Reviewcd and approved the annual internal statameant of governance, risk management and intornal contro)

- Confirmed that thore were sufficient distributable reserves to recommend the payiment of the 2021 intenm
dividend {paid May 2022) and the 2022 interim dividend (peid September 2022) to the Board

— Reccived the external guditor's intarim roviow.

- Recoived and approved the oxternal auditor's proposed 2023 audit plan
- Reviewnd the accounting judgements proposed by management including those sel out oh page 107

~ Recowed regular updates from menagement on the continued embedding of the ansformation

of the Group Finance function

- Contnued oversight
of the transformation
of the Group
Finance Teom to
aensure the correct
lovel of maturity
for an cnhanced
controlregimae.

1

Continued monitoring
of the legisiative and
regulatery landscope
in relotion to audit
reform and controls
enhancemants,

- The further
agovelopment of data
analytics in the Internal
Audit function.

- Recsived regular reports on the implomentation of tho Integroted Assurance Framewark,

- Roviewced and approved the Interim Managoment Statemont

— Confirmed the coordination of activitics hetwoen interna! and extornal audit

- Reviewod and approved the 2023 Internal Audit Plan

- Receoived an updaote on the progress mado against the TCED recommendations

— Recoved an updoto on the Group’s fisk assessmont Procosses and proventalive Measuras to provent

the Corporate Criminal Otfence of falure to prevent tax evasion,

— Received an update on the outcome of tho Board commitiee effectiveness evaluation

with its terms of reference during 2022,

Reviewod and approved tho Committee's torms of reference, 2023 forward agendd planner and adherence

Fair, balanced and understandable

Howing regard toits duty under Code Provision 25, the Committee
considered whether the 2022 Annual Report and Financial
Staternents, when taken as a whole, was fair, balanced,

and understandabla

The Commitiee pdopied the somea robust process as in Drior yaors
to justify the statemoent This included.

- Committas reviews to pravide input ot sarly stages of
drafting Cormmittec fecdback was then incorporaled into
subsocquent drofts;

— oversight of the process, which included input, evaiuation,
and verification by Group sanior mandgement,

— oxternal evaluations of the Remuncration and Governance
Reports respectively; and

- privato sessions with the external auditor.

The Committes considered management's areas of significant
Judgoments, estimation, and uncertosnty and emorging issues as
sctoutin the financial statements on page 163 1o 164. These arcas,
alongside the going concern assumption, were scrutinisad and
challenged by the Cammittce and the external auditor as part

of the year-cnd procosses.

104

n ossessing comphlonce with the Code, the Committee considered
the following criteria:

is the Report fair?
- gt o full reflection of events throughout the year and consistent
with mossages communicated throughout the year?

Is the Report balanced?
- Is the narrative reporting consistent with the financial reporting?

- Arcthe stotutory and odjusted measures are
appropriately balanced?

is the Report understandabie?
- Isit presentedin a legical order and using clear language?

— Arcimporiant messages clearly highlighted as such?

- Jzinformation shown in tabular or graphic form where this would
assist the reader?

Conclusion

The Committee canciudad that, in its opinion, the 2022 Annual
Report ond Financial Staterments, when taken as o whols, aro
fair, balancaed, and understondable and recommended this
agssessment 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 functions in relation te the effectiveness of internal
controls and risk management systems. Where recommendations for improvement are made, these are agreed with management
ond progress Is monitored by the Committee at each meeting. In 2021, the Committee commissioned an external review of the
Group's internal financial controls environment, which identified three areas where continued improvement was required.

Ared forimprovementidentified in 2021 Progress to date
Implementation of a Group-wide integrated Significont progress was made dunng the year on the implementation
risk system of the Integrated Assurance Framework. The framework, facilitated by

tho Riskennact software, will facilitate a single view of all risks across
the Group You can read mora about our risk harmonisation activity on

pages 54-58.
The embedding of our speciulist bcmking The common Board structure ond integrated operating modact
group strutegy cmbedded successfully danng 2022, reducing the administrotive

burden and cnhancing strategic oversight The transformaotion of the
Finance Function has also progressed well during the year, with koy
improvernonts to internal controls notably in relation to the general
ledger, management reporting, financial planning. treasury and the
finance operating modda

TheIT platform modernisalion Atransformation pragramme 1s being executed which, over the
next fow years, will see all products on a unificd moaorn technology

platiorm, providing a single view of cur customer, and cnablo our
strategy ond aspirations te be achieved. The tronsformanion activity
has commenced, with personal loans being serviced through the new
platform in 2023, followead by credit cards and vehicle finonce

Internal Audit submits to the Committee an annual assessment of the overall effactivensass of the governance, risk, and internal
contral environment of the Group. The assessment 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 awareneass, governance
structures and people risk. in February 2023, Internal Audit confirmed that the Company's control environment had improved
significantly during 2022 and that the Risk, Compliance and Finance Functions were adequate and effective

Deloitte LLP provides an annual management letter which identifies significant internal controls matters and the management
response. 1The Committee also holds private sessions with the external auditor, in the absence of executive directors or management,
to ensure that any issues of concern are escalated to the Committee as necessary.

Internal Audit

The Group continues to operate an in-house Group Internal Audit function, managed by the Group Chief Internal Auditor who
reperts to the Cormmittee at each meeting. Spacialist services are provided by third-party consultants where necessary and
are subject to the Group palicy en non-audit work. During the year, the Group Internal Audit function executed the approved
annual cudit plan. The Plan is developed through a risk assessment against each of the Group's principal risks (page 59) and
the methodology for its development continues to be refined to ensure optimal risk coverage. The audit conclusions for 2022
dercnstrate a significantimprovernent in the control environment since the prior year. The Committee is satisfied that the
Group Internal Audit function is both independent and effective, as detalled below.

Independence The Group Chief Internal Auditor reports directly to the Chair of the Cormmittee, with an administrative reporting line
to the Group Chief Executive, and has no respensibilitics outside of oversight of the Internal Audit function, as required
under the Institute of Internal Auditors Code of Practice

The Committec holds regular private sessicns wilh the Group Chicf Internal Auditor, in the absence of any executive
director or member of management. The Chair of the Committec also meets with the Group Chief Internal Auditor
atleast quarterly,

The Group Chief Internal Auditor confirms te the Committee that the Internal Audit function is organisationally
independent through an onnual attestation.

Effectiveness The Committee annuclly approves the Internal Audit Charter and regularly monitors prograss ageinst the Intermal
Audit Plan. The Cermmmittec scrutinises an internal Audit seli-assessment and cffectivencss review annually, and requests
regular updates on any remoedotion reguirements. Tha Committes receives regular confirmation that the Internal Audit
function is appropriately resourced and has sufficicnt oxpertise to fulfil its role. A 2021 External Quality Assessment of
internal audit, conducted by Ernst & Young, concluded Lhot the function benchmarked well against industiy peers.
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Audit, risk and internal control continued
Audit Committee Report continued

External Audit

Appqintment Oefoitte LLP has becn the Group’s external auditor for 10 years, The Group’s peficy is to undertake a formal tonder

and tenure procass for the position of external auditor gt least evory 10 yeais; this was conductad in 2020 and Doloitte LLP was
selected by the seloction pane). The Committee has the authority to commission ¢ formal tender process at any time
it decides this maoy be in the Group's best interest.

At the Commitiee meeting in Morch 2023, the Committee concluded thot Doloitte LLP continued to perferm in ine with
cxpeclations and rermained independent of the Group, Deloitte LLP's reappointrment will be proposed to shareholders
at the 2023 AGM. .

Effectiveness The Committee held private sessions with the external auditor three times during the yoar. The Cormmittee schedules
the private sessions on an altemating bosis to ensure the Committee meets with both the Internal and external auditor
in the absence of exccutive directors or senior management, This facilitates the ability of the oxternal auditer to raise
anyissues of cancern. In addition to this, the Chair of the Comrittee meats with the extornal audit partner quarterly
and additional meetings or private sessions arc avoilable upon request.

Tho annual assessment of the external auditor requires the fecdback of the Committes and Group and Divisional
Heads of Finance The scores and feedback are shared with the externol auditor and an action plan to address
romadiation necds is doeveloped Tho main remediation necd identified in rolation to the 2021 gudit wos the need 10
allow sufhicient time for testing and management response ahead of deadlines, though the overall conclusion was
that Deloitte LLP remainod cffective

The FRC conducted an inspection of the 2021 inancial statements for Vanguis Bank Limited, the results of which wete
published in December 2022, The report concluded that limited improverncnts' were required and all findings were
addressed by Deloitte during their 2022 qudit.

Throughout the year, the external auditor challenged managoment and domonstrated profcssional scepticism.
One notable example reloted to the IT controls in the vehicle fingnee business during the interim period before the
systems upgrade, Deloitte debated with managemaont regarding the appropriateness of intenm risk accoptances

Independence The Committoe ehsures adequate safeguards are in place to ehsure the indepoendence of the external auditor.
and objectivity These include
© apolicy onthe appointment of staff from the extornal auditor engagement partners, gualty review partners, othor
key audit partners, and senjor members of the audit cngagement team may not be crmployed as Group Finance
Officer, Dirgctor, Finance $hared Services or any Divisional Finance Director,

- non-audit work is subjcct to the policy detailed below and the non-cudit team does not prepare anything which
would be relicd upon in the Group audt;

!

work performed s subject to an indepondant professional standards review ond Engagement Quality Control
Ravicw ptocess;

i

tha Commutteo considers the reappointment of the cxternal auditar including the rotation of the audit partner,
annually. The revicw considers both independence and offactiveness, prirnarily using o scorecard systerm
A row, tead Audit Partner has been in place since May 2022 and tha transition parfod ran smoothiy; and

~ the external auditor attests its independence and objectivity ta 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 is reviewed annually and
adheres to the EU Audit Directive and Regulations The policy stipulates that non-audit work should only be owarded to
the external auditor when there is clear reason to prefer it over alternative supplicrs, following o rigorous procurcment
procoss. All awards of non-oudit work to the externo| cuditor are monitored to cnsurc that thoir independence, and
perceived independence, are not compromised.

The Committee must approve in advance any award of non-audit work with an agaregate valuc in oxcass of £256,660.
The Chair of the Comrmittec must approve any non-audit work with an aggregate value of £60,000-£250,000

Deioitte LLP'g feas for non-audit work during the yoar werd £0.7m {2021 £1 2m} The ratio of audit to non-audit feos
was 2.4 1
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Significant issues and areas of judgement

The critical accounting assumptions and key socurces of estimaotion uncertainty censidered by the Committee in relation to
the Annual Report and Financial Statements 2022 are cutlined on pages 163-1684. In addition to the matters set out on the next
page, the Committee alse 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 os areas of audit focus os outlined
in the iIndependent Auditor’s Report on pages 220 to 228.

Impairment of amounts
receivable from customers
Receivables are impaired on
recognition in accordance with
IFRS 8. The impairment allowance
is initially dependent on the
probability of default (PD), the
loss given default (IGD) and the
exposure at default (EAD) within
12 months, discounted at the
original effective interest rate (EIR)

Lifetime losses are recognised
following @ significant increase
incredit risk.

The assessment of credit risk and
therefore impairment allowance
should be probability weighted,
and should utilise all information
available, including past events,
current conditions and supportable
forecasts of economic conditions
at the reporting date.

An assessment of macroeconomic
factors, including the latest
economic forecasts, is also reguired
to estimate expected losses.

Retirerment benefit asset

The valuation of the retirement
benefit asset is dependent upon
a series of actuarial assumptions.

The key assumplions are in respact
of the discount rate, inflation

rates and mortality 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
reasonable estimate of future
lassas implicit within the PD,
LGD and EAD.

N 2022, adjustrments made in
relation to the Covid-19 period
have been fully unwound as the
Group considers these impairment
provisions to be no longer

required. In addition, the Group
has refreshed SICR threshold
parameters in the credit cards
provisioning model to better
reflect the evolving receivables mix
following a refocus onto lower risk
market segments,

In light of the higher inflationary
aconemic envircnment and
rising living costs, a cost of
hiving post-model adjustment
remains in ploce.

Judgement is applied in
formulating each of the
assumptions used in calculating
the retirernent benefit asset.

This considers any adjustrments
made to the key jJudgements to
ensure they rerncain 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.

Ihe process of creating future estimates is
considered with peer analysis performed.

The design, implementation, and testing

of new models and any associated

model enhancements are reviewed and
challenged. The embedding of the new IFRS

9 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 period end
and included within the assessments,

The work perforrmed by Deloitte LLP on
validating the manogement assumptiocns
is considered. Findings are presented in
Deloitte LLP's report to the Audit Commitiee
which is challenged with knowledge of the
latest circumstances.

The work performed by Group Internal Audit
is considered, in particular, on technology
and operational controls.

The Company's external actuary, Willis
Towers Watson, proposes the apprapniate
assumptions and calculates the value

of the retirement benefit asset.

The Committee considers the adjustments
made by management to the core
assumptions propoesed by the actuary.

The Committee also considers the audit work
perfarmed by Deloitte LLP on the assumptions
and to what extent the assumptions are
within the suitable ranges of assumptions
based on audit experience.

Compliance statement
The Group has fully complied with ths Statutory Audit Services for Large Companies Market Investigation (Mandatory Use
of Competitive Tender Processes and Audit Committee Responsibilities) Order 2014 throughout the 2022 financial year,

Paul Hewitt
Audit Committee Chairman
30 March 2023

107

Vanguis Banking Groug plc Annual Report and Financial Statements 2022

BIUDLLBAOS



Audit, risk and internal control continued
Risk Committee Report

Sustainable growth through

effective risk
management

Angela Knight
Risk Committee Chair

Role of the Committee

The Committce has two primary roles firstly. to ensurc that

there s an dppropriate Enterprise Risk Management Framework
in oporation across the Group, cnabling offective oversight of
the Group’s principal risks and its aggregated risk position, and
secondly, to provide advice to the Board in relation to the Group's
current and potential future risk strategies dand exposdres. Tho
Committeg’s principal areds of responsibility are as follows,

understanding the Board's strateqy, desired culture and direchion
and identifying the key strategic and emerging risks which might
prevent dehvery,

- endorsing an overall risk oppetite and recommending i to the
Board for approval at least annually;

carrying out an assessmant of the principal nisks facing the Graup:

- maonitoring the overall effectivencss of nek manogemont across
the Group and praduct lines as overseen by the Group CRO;

In conjunction with the Audit Committee, reviewing the Group's
capability to identify and rnanago new nisk types, and koeping
under review the effectiveness of the Group's nternal control
and risk managoerment systems:

reviowing the Group’s management of current and
forward-looking risk oxposures;

notifying the Board of any changes in tha status and control
of material risks,

reviewing the Group's management of opcrational resilience;

- reviewing and gpproving the Group's ICAAP, ILAAP and Graup
liguidity cssessment, including the stress testing and capital
allocation approach; and

— continuous improvement of risk outcomes for the Groap through
effectve risk management planning

Allocation of time

Top of mind, principal and emerging risks 8%
Credit risk focus 15%

Risk appetite, framework, policy and harmonisation 1%

Regulatory and prudential risk reporting 29%
Risk management effectiveness 9%
Compliance and conduct 7%
Governance and remuneration 1%
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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 Committee Chair

I am pleased to report that the Group's overall risk profile
has improved throughout the year with several activities
contributing 1o this aggregate position.

As part of the strategic transformation from a legacy divisional
structure to a Group structured around product lines and
shared services, the Group and Vanguis Bank Risk Committees
were combined. The Committee membership has remained
consistent with me as Chair and two other non-executive
director members, Elizakbeth Chambers and Paui Hewitt, who is
Chair of the Audit Committee. The biographies of all members,
which contain information on their qualifications, are available
on pages 71 to 73 and committee ottendance is on page 81

| am also a member of the Audit Committee and work with
Paul Hewitt to coordinate the work of both Committees. The
Committee has increased both the freguency and duration

of its meetings during the year and expanded its schedule

ic accornmodate an increased focus on current and
emerging risks.

The Committee reviews the Chief Risk Officer's (CRQ's) Report at
each meeting to facilitate discussion of the top of mind risks
{top down strategic and emerging risks), the principal risks
(cottom up oll encompassing risks), and the Group's position
against its risk appetite and compliance and regulatory matters.
The CRO Report also informs the Committee of the second

line's oversight and challenge of first fine operations and the
CRO provides an annual assessment of the effectiveness of

risk management. This year the Committee has received an
additional interim assessment of risk management effectivenass
which grovided us with a helpful mid-year check point.

The Committee’s terms of reforence are availoble at.
www.vanquisbankinggroup.com
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At each meeting the Committee has:

- reviewad and assessed the overalt risk management
status of the Group;

- reviewed and assessed the Group’s top of mind risks
and key risk priorities;

- reviewed and ns<essed the Group’s principnl risks,

- reviewed and confirmed the risk appetite status across
the Group; and

- reviewed the minutes and actions from previous mestings.

Key areas of focus

Credit risk

Responding to the volatile macroeconomic environment
during the year, the Committee has requested and received
more frequent and detailed credit risk reports. The Cormmittee
requested the inclusion of concentration risk dashboards

and oversow the broadened monitoring of potential areas

of financial stress for custorners. The Chief Credit Officer
attends the Committee ond provides updates on the portfalio
performance, stability and customer behaviours. 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

IT change transformation

The Board has committed to transform the Group’s IT
infrastructure to deliver the future strategy and desired
operating model. The Committee has played a key role

mn challenging management to ensure it has identified,
considered and addressed the risks presented by the IT
change programme The Committee has invited the Chiefl
Information Officer to be a standing attendes and has
received a report regarding the IT strategy, transformation,
and associated risk management activity at each meeting.
The Committee has provided guidance and approval to
managermeant in support of its proposals to balance risk
managerment on legacy systems in order to optimise
investment of resources, both time and maney, into the new
infrastructure, Gateway. You can read more about the Group's
investment in ts technologicol capabilities for sustainable
growth on page 9.

The Commitiee has overseen the continued progress of the
first line control programmee initicted in Vanguis Bank and
now extended to all of the Group. Te date the programme has
defined 300+ controls, 93% of which have been designed and
73% of which have been implemented All have contributed

to strengthening our control environment.

Prudential risk

lam plecsed to recognise the considerable efforts that have
gone into enhancing our prudential regulatory documents.
The ICAAP receivad significant focus in 2021 and 2022 which
deliverad improvements to methodology and addressed
the simplification and improved risk profile of the Group. The
Committee reconsidered the ICAAP in May 2022 to approve
the summary narrative and reaffirm the calcutations and
assumptions ahead of recommending it to the Board for
approval and its submission to the FCA and PRA.

On 8 March 2023 the Group anncunced an update about

our capital requirements from the PRA, following conclusion

of its Capital Supervisory Review and Evaluation Process.

The outcome was a reduction in the Group's Total Capital
Requirement by more than a third, from 18.3% to 11.9%. |

am delighted that our efforts to reposition the Group and
strengthen the Group-wide risk management framewaork have
strongly contributed to this cutcome. i would like to thank the
Treasury and Risk teams for their hard work and dedication

in helping us achieve this positive result.
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Following on from the enhanced ICAAP, the ILAAP has been
subjected to a detailed root and branch review during

2022 and was approved by the Committee, for onward
recommendation to the Board, in Decemizer 2022, The
Committee commissioned expert independent advice to
provide further assurance over the methodological changes.

I Novemnber 2U22 the PRA upproved the Group’s application
for a Core UK Group waiver. The Committee dedicated
significant time to carefully consider the liquidity risks that
might arise from the arrangement and to ensure each entity
was appropriately resourced and well run to honour the
arrangements. The Committee also approved the associated
intra-group funding and lending framework.

Consumer Duty

The Commitlee has overseen the submission of the Group’s
implementation plan to the FCA for the Consumer Duty
Regulation. Sponsored by the CRO, a Consumer Duty
programme has been estabklished to support the Group's
work to analyse, plan and implement the requirements of

the Consumer Duty Regulation. The Committee completed

a deep dive review of the regulation and its consequences
for the Group, and has been consulted on the programme’s
governance arrangements and establishing the accountable
SMF. The Committee has received regular updates from the
programme, which has so far completed an in-depth gap
anatysis of the Group's current position against the regulation
inorder to develop the implementation plan, and established
a Steering Committee and a number of workstreams: Product
and Service, Price and Value, Consumer Understanding, and
Consumer Suppert. The Consumer Duty programme will now
move to Implement the activities that were committed to in
our implementation plan, in arder to embed the Consurmer
Duty principles throughout 2023 The Committee will continue
to closely monitor its progress.

Risk harmonisation

The Committee has ovarseen significant progress on the Risk
Harmonisation Progromme. All legacy frameworks have been
consclidoted into one single Enterprise Risk Manageament
Framewaork to ensure a consistent application of best practice,
and enabled by a centralised Risk function.

An automated Risk Management System was implemented
with modules for Risk Appstite, Risk Events, Risk and Control
Self-Assessment (RCSA) and Internat Audit activated during
the year. Additional modules for Compliance and Regulatory,
Model Risk and Third-Parly Supplier managsment are planned
for 2023. This technology ensures a secure and single central
repository of risk information and will provide improved
reporting and insight capability

The Committee has overseen the continued development

of the Group's Risk Appetite Framework to reflect the

changes te organisational structure driven by the strategic
transformation. The Committee receives cornprehensive

risk appetite data with detailed plans regarding any
route-to-green activity for rmaetrics that are not within appetite.

Looking forward, uncertainty in the macroeconomic
envircnment dictates that we will continue to monitor very
closely the impact of rising interest rates and other financial
pressures on our custormers 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 at each meeting on

principal and emnerging risks and the Commitiee censiders these and dany other risks that may impact on the Group's strategy

and operations and assesses its aggregated risk profile. You can read more about how we identify and manage risks in the risk

management and principal risk section of our Strategic Report an pages 54 to 66. :

Principal risks

Coapital
Mada)
The Committee — sperational
has overseen the
implemeasntation
and efficacy of
. Technology
operdtional contiols. and
Info-
Segurity
Paople
Landuct
and
Regulataty
Financial
crime
Emerging risks
Execution risk
Paople risk

N

The Committee considered

Funding
and !
Liquldity
Market The Committes
has cormmissioned
enhanced credit
risk reports from the
Chief Credit Officer.
Estmteigh: The Committee
xaecution . -
has invited the
Chief Information
Otfficertobe a
cilmate stonding attendee
Legal
G
Governance
Creditrisk
IT Platform
& Controis

the way in which the
Group managses and
executes change.

Opportunities

Our Risk Management Framework and Risk Appetite
Framework (RAF) establishes our appetite for risk and provides
direction on the appropnate risk taking across the Group.
We have processes and procedures 1o ensure that any risk
1oking activity beyond our appetite 1s recognised, escalated
and addressad appropriataly. The Committes assessed the
Risk Appetite Frarmework in December 2022 ensuring that

it rermained appropriate to the risk strategy and profile of
the Group. The Commiittas approved racomimendations by
manggemaent to tefine sorme of the RAF metrics to reflect the

1no

evolution of the Group across the year and the increased
sophistication of our ability to assess tisk. In addition to
reporting on execution risk and strategic risk, the second

line monitors in-flight strategic programmes. This allows

the Committee to constructively challengs management’s
implermnentation and helps identify execution risks at an early
stage. For further details regarding the principal and emerging
risk assessment, full details of the Risk appeatite Frarmewaork
and those principal and emerging risks the Board is willing

1o take in order to achieve its long-terrn stiategic objectives,
plewgse see pages 54 to 66,
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Committee review of internal risk management - performance of the Risk function against its objectives as

and controls agreed and assessed by the Remuneration Committee;
Inaccordance with the 2018 Uk Corporate Governance - anassessment of the implementation and embedding
Code Principle O the Boc_lrd hos a respensibility to establish of the Risk Harmonisation Programme to ensure consistent
procedures to manage risk, overses the intemal control application of best practices;

framework, and determine the nature and extent of the

principal risks the Company is willing to take in order - keyl strategic dﬂdsir)ns ‘token and cEem !TQr‘I in 2022

tu uchieve iLs long-term sirategic objectives, Provision which Gl_ter the risk profile uf lheVGro_up, including the .

29 requires the Board to monitor the Company’s risk chcmge in structure and centrol»ssotton of_ shared services,
managemsnt and internal control systems. the wind-down of CCD and the intreduction of open

market loans;

Following a detailed review by the Committeg, the directors

can confirm that the Group’s kay risks have been rabustly - an assessment of cur relatfpnship_s with our regulators,

assessed and are effectively controlled. 2022 wos a year which demonstrates a multi-year improvement, and

of continued improvement in terms of the Group’s ovarall ~ other key indicators such as the reduction in open and

risk profile. In reaching this conclusion, the Risk Committes overdue audit actions, engagement with risk awareness

assessed the following criteria activities and enhanced risk awareness within first

- o comparison between the Group’s net risk profile and line management.
positioning on both 1January 2022 and 2023, indicating The Committes appreciates that the embedding of a risk-aware
animprevement yearon-year; culture is a continual and iterative process. With this in mind

~ management of ‘top of mind’ risks including credit risk the _Comm‘\ttee plrior\‘ties to further enhance the Group’s control
related Lo the cost of living crisis, strategic sxecution risk, environment during 2023 are set out in the table below,
technology and change, and our preparedness to meet
new conduct regulation (Gonsumer Duty), Angela Knight

Risk Committee Chair
30 March 2023

Committee activities in 2022 ' Committee priorities in 2023
I
— Owversaw the Risk Harmonisation Programme, including the replormantation - Qversee the embedding of the Risk
of the Group-wide Riskornect risk systom Harmonisation Programme supporting

the transfer of accountability for risk

- Montored the Group's strateqic and amergirg rieks management into the first ine

- Approved tho ICTAAF, ILAAP und Pillor 3 Disclosuras, for onward recommendation

- Closely moniter the Greup's ‘Lo
to the Board. Y f P

of mind' rigks

- Provided an attestationin support of Core UK Group woiver applicotion, - Ovorsee execution of the Group's Consumaer

- Performeg enhbanced monitoring of crodit risk change in light of changes Duty of Care implementation plan
to the Macrocconomic envirenment — Oversec T strategic roansformation

- Rewiewed the principal risks, internal control and committee reports within the 2021 exacution and the delivery of controls
annual Report ond Financial Staterments. In the new IT iInfrastructure.

- Reviewed and approved the Group Lending Framework, including the stress tosting
and capital alloecation approgch.

Recommended to tho Board the Consurmer Duty of Carc implementation plan

- Received the CRO's assessmant of the executive directors’ non financial scorocard
for 2021

- Confirmed the effectiveness of the annual Group Risk Management Frameowork following
an internal review by management.

- Reviewed the Group MLRO Report.

— Monitored in detail comiploints perfermance across the Group and oversaw resulting
operational and process changes

- Monitared IT resilience across the Group and the progress of the 1T transformation plan
via regular reparting from the Group Chief Infermation Officer {ClD).

- QOversaw modacl governance and model vahidation results.
— Roceived regular dota protection performance reports and action plan updates.
- Approved the Compliance Monitoring Plan

- Approved the Committes's rovised torms of reference {ToR) and forward agonda planmner.,
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Directors’ Report

Our responsibilities

as a listed business

Melanie Barnett
General Counsel and Company Secretary

In accordance with section 414(:(]1) of the Cormpanies Act 2008,
the directors present their report for the year ended

31 becember 2022, Information relevant to the Direclors’ Report
that has been coverad in the Strategic Report has been listed
below alongside its localion. Both the Strategic Report and

the Dirgctors’ Report have been prepared and presented in
accordance with, and in relicnce upon, applicable company
law. The liabilities of the direclors in connecticn with both the
Directors’ Report and the Strategic Report shall be subject to
the limitations and restrictions provided by company law.

Other statutory information
(lncludmg that required by Listing Rule 9.8. 4R)

Agreermnents w wuth controng shareholders Not apphcable

Controcts of S|gn|f|conce 215
Detdils of iong term mcem\ve schemes 13l to 132
Dlreutors mdemmtles 13
vardends n4
[ngogemem Wlth employeps B? ond 83
How we had regard to Supph@rs customers
and others in a business relationship with
the Group 82 to 85
Events post bobnce sheet dates 2022: throughout
and 167
R\sk monogement mcludmg prmapoi nsKs 64 to 66
Future business developments i8-25
Going concern and viability statenent 67
Greenhouse gos emissions, energy
consumptlon cmd efficiency 48

lnterest cc:pltohsed Not c:ppllcclble

tem (7) in relation to major qubsnd\ory
undertokmgs Not applicable

Nom pre- empuve \ssues of equwty for cosh

112

Not applicable

No poi\tlcow donohons 116
Parent participation in a placing by a listed
submdlcry Not applicable
Provision of services by a comroumg
shoreho\der Not applicable
Publication of unouduted f\noncic\
mformanon

Purchose of own shares

Not applicable

Not applicable

Re%eorch and development 116 and 192
Share copital - structure, voting

ond Other nghts n3

Share capital - employee share plon

votmg r\ght': n3
E;hcxreho!cher wawers of d\\/ldend‘a 132
ShorehoWder waivers of fulure dividends 132

Wmver of emoluments by a dlrector 132

Wcuver of future emoluments by a dwrector 132

Articles of asseciation

The dirsctors powers gre conferred on them by UK legislation
and by the articles of association. Changes 1o the articles

of association must be approved by shareholders passing

a special 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 20i8 UK Corporate Governance Code (the Coda)
throughout 2022,

The Group's Corporate Governance Report is set out
on pages 68 to 8.

Directors

The mernbership of the Board and biographical detalls of the
directors at the year end are given on pages 71to 73 and are
incorporated into this report by reference. Commentary about
the Board's compaosition and Board tenure can be found

on page 80 to 81

All directors were present throughout 2022 and up (o the
date of signing the Annual Report and Financial Statements
2022, other than Michele Greene who joined the Beard

on 9 March 2023 and Robert East who resigned from

the Company on 13 January 2022,

Appointment and replaocement of directors

Rules about the appointment and replacement of directors
are set out in the Company's articles of association. in
accordance with the recommendations of the Code,
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all directors will offer themselves for appointrnent or
reappointment, as apprepriate, at the 2023 AGM. As announced
on 26 January 2023, Malcolm Le May will step down when

lan McLaughlin joins the Group in the Summer of 2023,

Directors’ indemnities

The articles of association permit the Company to indemnify
direclors of the Cormpuny {or of any associated company)

in accordance with section 234 of the Companies Act.

The Cormpany may fund expenditure incurred by directors
in defending proceedings against them. if such funding is
by means of a loan, the director must repay the loan to the
Company, if they are convicted in any criminal proceedings
or judgment is given against them in any civil proceedings.
The Company may indemnify any director of the Company
or of any associated company against any liability.

Howeaver, the Company may net 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 canvicted,;

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 with certain court applications under
the Companies Act, no indemnity was provided and no
payments pursuant to these provisions were made in 2022
or at any time up to the date of this report.

There were no other qualifying indemnities in ptoce during
this period

The Company maintains both o deed of indermnity in favour
of the directors and directors’ and officers’ liability insurance
which gives appropriate cover for any legal action krought
against its directors

Directors’ powers

Subject to the articles of association, UK legislation and any
directions given by special resolution, the business of the
Company is managed by the Board The directors currently
have powers in relation to the issuing and buying back of the
Company’'s shares, which were granted by shareholders ot
the 2022 AGM. The Board is seeking renewal of these powers
at the 2023 AGM.

Conflicts of interest

The Companies Act and the articles of association require
the Board to consider any potential conflicts of interest of
its members,

The Board has @ formal policy and operates formal procedures
regarding conflicts of interest in order to identify and manage
conflicts and te maintain independent judgement. All members
of the Board have completed conflict of interest forms which
are reviewed annually. All directors have an ongoing duty

to notify the Company of any changes and to ensure that
appropriate autherisation is sought where required and are
required to renew and confirm their external interests annually.

The Board {excluding the director concerned) considers and,
if appropriate, authorises each director’s reported actual
and potential conflict of interest, taking into consideration
what is in the best interests of the Company and whether the
directar's ability to act in accordance with his or her duties is
affected. The Board will refer to the Conflict of Interest Policy
for the most appropriats mitigating control.

Records and Board minutes of all authorisations granted
by the Board and the scope of any approvals given are held
ond maintained by the Company Secratary.

Share capital

The Company's issued ordinary share capital comprises a
sinqle clags of ordinary shares. The righle attached to the
ordimary shares are set out in the articles of association Each
share carries the right to one vote at general meetings of

the Company No new shares were issued to satisfy awards
made under the Leng Term incentive Scheme 2015 (LTIS),

ihe Restricted Share Plan (RSP) or Deferred Bonus Plan (DBP).
140,448 shares were issued during the year to satisfy exercises
of eptions under the Provident Financicl Savings-Reloted
Share Option Scheme 2013.

Rights of ordinary shares

All of the Company’s issued erdinary sharss are fully paid up
and ronk equally in all respects and there are nc special rights
with regard to control of the Company. The rights attached

to them, in addition to those conferred on their holders

by law, are set out in the articles of association. There are

no restrictions on the transfer of ordinary shares or on the
exercise of voling rights attached to tham, except:

1. where the Company has exercised its right to suspend
its voting rights or to prohibit their transfer following the
omission by their holder ar any person interested in them
to provide the Company with information requested by it
in accordance with Part 22 of the Companies Act, or

2. where their holder is precluded from exercising voting
rights by the FCA's Listing Rules or the City Code on
Takeovers and Mergers.

Directors’ interests in shares
The below interests include thoss 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, Malcolim Le May received 7559 shares
under the role-based Allowance.

Malcolm Le May's interest in shares as at 14 March 2023
51,038,553

Number of shares

31December 31 Decomnboer

- _ (022 20
Malcolm Le May 1,137,332 942,231
Neeraj Kapur 688,299 400838

96,477 98,477

Andrea Blance - -

Patrick Snowball

thzabeth Chambers 12,000 12,000
Robert East! 5,000? 5,000
Pau! Hewitt 34,205 34,205

Margoet James - -
Angela Knight - -
Graham Lindsay 9,771 9,77
Michele Greene® - —

1 Robart Last resigned on 12 January 2022,
2 Holdings as at resignation date, 13 January 2022
3 Michele Greeno 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 cccordance with the Disclosure Guidance and Transparency Rules (DTR B) the Company, as at 14 March 2023
(being the latest practicable date prior to publication of this report), had been notified that the following persons hotd
girectly or indirectly 3% or more of the voting rights of the Company.

Interests as at 14 March 2023 Holders (descending %)

15.0%
12.20%
903%
7.41%
) <
460% 4.60% 4.06% 3.89% 3.80% 5
3.03%
................................. T T LT L LT RT T T PP P PP PPN
Schsodor rdaood Captal Doidson BlackRack Coltrane asset  warathan &usat wanguard LU et Frermme it Jarus
Insestracnt rgnogsrient Kerpnaer Gupital Managarmant  Ranagerens Group Inveatmient Inwastars 1-endersan
MARGMEnt nanagament i Managerent INVC5108s
H a
Interests as at 31 December 2022 Holders (descending %)
13.43%
12.2%
9.03%
7.42%
4.86% P
" A07% 3.93% 3.82% 379% 5
3.20%
................................ Armesenaeinecsestacssataenrnastisoserarananit srseceaeiyarieens .
setiredoe Kacrvead Capital Dosads: BluckRux #uaiuthan Coltrane e wrnguared el Pramwes Mo Aberinnk
Incstracnt Hanagerw it Kermpner Sapral Managemenrt Managamaenl Craug I szl Invesbn s Fartrgrs
Munagarert Maaagemont ciry Manogoemaent

All interests disclosed to the Company in accordance with DTR & that have occurred since 14 March 2023 can be found

on the Group's website: wwwvanguisbankinggroup.com.

Profit and dividends

The continuing operations profit before taxation, amertisation
of acquisition intangibles and exceptional items amounts to
£126.6m (2021, profit of £167.8m).

As at the date of this report, the directors have declared
dividends as follows.

Ordinary shares (p per share)

Interim dividend

2022 (paid on 22 Septermber 2022} 50
202 (paid on 20 Moy 2022) 12p
Propoesed final dividend

2022 (proposed to be paid on 7 June 2023) 103p
202) £nil
Total ordinary dividend

2022 15.3p
2021 2p

14

All-employee share schemes

The current schemes for employees resident in the UK are the
Provident Financial Savings-Related Share Option Scheme 2022
(SAYE) and the Provident Financial Share incentive Plan 2022 (SIP).
The plan rules will be updated to reflect the change of Company
name to Vanquis Banking Group plc in due course.

Share schemes are a long-established and successful
part of the total reward package offered by the Company,
encouraging and supporting employee share ownarship.
The Company’s schermes aim o encourage employees’
invelvernent and interest in the financial performance
and success of the Group through share ownérship.

The Cornpany’s SIP ofters employees the opportunity ta further
invest in the Company and to benefit from the Company’s
offer to moteh that investment on the basis of one matching
share for every four partnership shares purchased.

Total Total

participants as  participants as

at at

31 December 31 Docsmiber

Schome it . o 2022 2021
SAYE 528 864
StP 147 138
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Executive share incentive schemes

Awards are also outstanding under the RSP and DBP. DBP
awards were granted during the year on 7 April 2022. RSP and
CSCP options were granted under the RSP on 7 and 26 April 2022,
Further information is set out on page 131 and 132,

sShares were owarded to the CEO under the role-based
allnwonce (RBA). Further information s sel uut 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 trustee,
SG Kleinwort Hambros Trust (CI) Limited, is not @ subsidiary

of the Company. The EBT operates in conjunction with the
LTIS, RSP, RBA and DEP and either purchases shares in the
market or subscribes for the issue of new shares. The EBT is
funded by loans from the Company which are then used to
acquire, either via market purchase or subscription, ordinary
shares to satisfy awards granted under the LTIS, RSP and DBP.
Funds are used to acquire shares by way of market purchase
for the RBA. For the purpose of the financial staterments,

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 satisfy awards made under the RSP
and CSOFP options under the RSP in relation to 2,376,546 shares
inthe Company. In 2022, the EBT also agreed to satisfy buyout
award agreements in relation to 8,880 shares in the Company
and to satisfy an award under the RBA of 28,433 shares in the
Cornpany by way of market purchase.

As ot 31 December 2022, the EBT held the non-beneficial
interest in 2,946,015 shares in the Company {2021: 2,864,456).
The EBT may exercise or refrain from exercising any voting
rights in its 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 PF Trust, a discretionary trust for the benefit of executive
directors and employees, was established in 2003 and
operated in conjunction with the PSP. The trustee, Provident
Financiol Trustees (Performance Share Plan) Limited, is

a subsidiary of the Company. The PF Trust has not been
operated with the Perforrmance Share Plan since 2012, when
the previous PSP expired. As at 31 December 2622, the PF Trust
had no interest in any shares in the Company (2021 nil).

Provident BAYE Trust (the BAYE Trust)

Administration of the Group's share plans has transitioned

in the year from YBS to Equiniti. The Provident BAYE Trust is
discretionary trust which was established in 2013 ta operate
in conjunction with the SIP. On 30 Navermber 2022 YBS Trustes
was retired and Equiniti Share Plan Trustee was appointed,
Neither are subsidiaries of the Company. The BAYE Trust is
funded by loans from the Company which are then used to
acquire ordinary shares via market purchase to satisfy the
Matching Awards for participants of the SIP.

For the purposes of the financial statements, the BAYE Trust

is consolidated into the Company and Group. Participants

in the SIP can direct the trustee on how to exercise its voting
rights in respect of the shares it holds on behalf of the
participant. As at 31 December 2022, the BAYE Trust held the
non-beneficial interest in 196,535 shares (2021 211,894 shares).
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Colleague engagement and investing

in our workforce

We invest in our colleagues through recognition, reward,
development, wellbeing, the working environment and culture.
Colleagues are recognised through our ‘Better Fveryday’
recognition platform and our ‘Perks at Work’ schems, which
offers calfeagues in—slure dnd aniing rewards and discounts,
online training courses and mental wellbeing courses

We have a Group Reward Framework that enables clear

career progression ond movemeant around the Group. We have
established mechanisms for colleague engagement including
appointing a Designated Non-Executive Colleague Champion.

Information relevant to how we invest in our colleagues
and where it can be found:

Information ) Location
reward and recognition 137
Learning and developrment -~ management

programmes, apprenticeships, mandatory

e-learning and mentoring 3% and 81
Culture ~ equal opportunities, gender diversity,

other diversity and inclusion and Colleague

Survey results 39 and 81
Health and wellbeing - support and inftiatives 8l
Engagement - internal communication,

Colleague Survey, Workforce Panels and 80 to 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 opportunities for all colleagues
irrespective of gendsr, pregnancy, race, colour, nationality,
ethnic or national crigin, disability, sexual orientation, age,
marital or civil partner status, gendsr 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 conlinued employment and training, career development
and promotion of disabled persons employed by the Group
including making reasonable adjustments where required. If o
member of staff becomes disabled, every effort is made by the
Group to ensure their continued amployment, either in the same
or an alternative position, with appropriate retraining being
given if necessary.

Pensions
The Group operates two psansicn 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 a website dedicated to pension matters. The trustess
manage the assets of the defined benefit pension scheme
which are held under trust separately from the assets of the
Group. Each trustee is encouraged to undertake training

and regular training sessions on current issues are carried
out at meetings of the trusteas by the trustees’ adviscrs.

The training schedule is based on The Pensions Regulator's
Trustes Knowledge and Understanding requirerments. The
trustees have a business plan and, at the start of each year,
review performance against the plan and cbjectives 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 a risk register ond an assccioted action
plan and a Conflicts of Intgrest Policy, both of which are
reviewed at least annually

As at the year end there were three trustees nominated by
members and four trustees appointed by the Company.

The trustees have implemented o de-risking investment
strategy which has been agreed with the Company. The
objective of the strategy is to reduce the risk that the assets
would ba 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 Gompany has put Pension Trustee Indemnity Insurance
in place to cover all the Group's pension schemes whers
individuals act as trustees. The trustees are also protected by
an indermnity 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
employees who joined the Group from 1 January 2003 and @
Group Personal Pension Plan for ernployees of Moneybarn who
joined the Group from 1 January 2003, Employees in both these
plans have access to websites which provide information
about their funds and general information about the plans.

Compliance

The Risk and Audit Committess ovaersee cempliance and
work together to review the systems and controls for the
prevention of bribery. Compliance is alsc monitored by the
Divisional Boards.

Health and safety

The Group is cammitted to gohlaving high standards of health
and safety in relation to all of its colleagues, those affected

by its business activities ang those atiending jts premises.

During 2022, an cmbitious 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 a robust awareness of the H&S risks posed in
an ever-changing workplace, whether office or hybrid working,
along with strategiss to mitigots thot risk,

Accident and reporting statistics remain a key performance
indicater 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 reguirernents of the Bribery Act 2010 (the Policy)

The Policy sets out the Group's zero-tolerance approcch

to bribery and corruption and its commitment {0 acting
professionally, fairly and with integrity in all its biusiness
dealings and relationships, wherever it operates, and
implementing and enforcing effective systems and controls
to counter bribery, corruption and other {inancial crimes

The Policy applies to all employeses, 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
must comply with the Policy or maintain equivalent standards
and safeguards to prevent pribery and corruption.
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Under the Policy, all empicyees, contractors, directors and
relevant third parties of the Group and its divisions must
comply with the fellowing minimum requirements:

- they must not directly or indirectly engage in bribery
or cerruption in any form; and

— they also must not accept, solicit, agree to receive,
promise, offer ar give a bribe, or facilitate payment,
kickback or other improper payment.

The Policy also states that if an employee, contractor, director
or relevant third paorty of the Group or its divisions becomes
aware of a breach of the gbove minimum requirements they
must immediately comply with applicable protacols and
procedures to inform an appropriate person within the Group
who must as soan as is reasonably practicabie report the
incident to the Deputy Caompany 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 Palicy which sets

out the Group’s reguirements for the review, approval and
documentation of any gifts or corporate hospitality which are
accepled, offered or provided. The Risk Cormnmittee oversees
the Gifts and Corporate Hospitality Policy

Whistleblowing Policy

The Group has a Whistleblowing Policy which is overseen
by the Board. The Group is committed to fostering a culture
of opanness, honesty and cccountobility and requires

the highest possible standards of professional and

ethical conduct,

A Group Whistleblowing Forum is in place which oversees
whistleblowing investigations, reviews managemeant
informotion and tokes the opportunity to consider

any concerns regarding persistent trends and shares
best practice.

Should any Group colleagues have any concerns relating
to anti-bribery and corrupticn or corporate hospitality then
anonymaous concerns can be raised through the Group’s
external third-party helpline facility as detailed in the Group
Whistleblowing Policy. Whistleblowing arrongements are
overseen by the Board.

The Group provides whistleblowing training to all colleagues.

Overseds branches
The Group has no ovarseas branches.

Political donations
The Group made no political donations nor incurred any
political expenditure during the year.

Research and development

The Group's research and development activities have
predominantly related to systems and applications for the
credit cards ond personal loans businesses as set out in note
19 on page 192 of the financial statements.
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Environment and greenhouse gas emissions

The Group’s greenhouse gas (GHG) and energy use

reporting is undertaken in accordance with our obligations
under both The Companies Act 2008 (Strategic Report and
Directors’ Report) Regulations 2013 and the UK Governmant's
strearmlined Energy and Carbon Repaerting (SECR) palicy that
hre haan implameantad through the Sompanioc (Direstors’
Report) and Limited Liability Partnership {(energy and Carbon
Report) Regulations 2018. These emissions are reported in
accordance with WRI/WBCSD GHG Protocol. We use a financial
control appreach to account for our GHG emissions and

use emission conversion factors from Defra/DECC's GHG
Conversion Factors for Company Reporting 2020. Our GHG
emissions are calculated using energy use data accessed
viameters and energy suppliers, and from records of fuel uss,
business travel bookings and waste management datg; see
our Sustainability Report for more information.

The Group's total GHG emissions, in tennes of CO,

eqguivalent (CO,e), clong with details of our energy use

and an intensity ratio, are reported in the table on page

48. Corporate Citizenship has provided Iimited level ISAL
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 datag, estimates have
been used and assured by Corporate Citizenship.

The Group's Climate Risk Committee, which is chaired by
Gareth Cronin, the Group Chief Risk Officer, and includes
senior representatives from functions such as Finance, Risk,
Operations and Sustainability, has been established to
help the business to assess, manage and report material
climate-related risks and opportunities, and ensure that we
continue to meet the recommendations of the Task Force
on Climate-related Financial Disclesures (TCFD). Details on
the progress the Group has made during 2022 in meeting
the TCFD recommendations are set out on pages 40 o 49.
In December 2022, the Group gained a Carbon Disclosure
Project (CDP) rating of B- (2021 B-) for our climate change
nsk management efforts throughout the year.

Directors’ responsibilities

The directors are responsible for preparing the Annual
Report and the fingncial 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 loss of the Company for that period.

In preparing these financial statements, International
Accounting Standard 1requires that directors:

- properly select and apply accounting policies;

- presentinformation, including accounting policies, in
amanner that provides relevant, reliable, comparable
and understandable information;

- provide additional disclosures when compliance
with the specific requirernents of the financial
reporting framework are insufficient to enable

To help us te Mmanage and reduce our wider impacts on

the environrment the Group continues to have in place an
environmental management systemn (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
auditod cach yoar againct the requiromenta of the
international management standard 1SO 14001:2015. 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
international standard 1SO 140012015, The ongoing functioning
of the EMS is overseen by the Envirenmental 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 also announced that Malcolm Le May had
decided to step down as CEO; that lan Mclaughlin had heen
appeointed as CEO, subject to regulatory approval; and that
it had launched a pilot phase for a new secured product of
second charge mortgages. Cn 8 March 2023 the Company
announced an update on its Copital Requirement and on
9 March 2023 the Company appointed Michele Greene as
a Non-Executive Director. You canread 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 objectives and
policies of the Group and the exposure of the Group to credit
nsk, liquidity risk, and market risk are included on pages 165
to 168 of the financial statements.

Significant agreements

There are no agreements 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 empleyee

or a director on termination of employment or for loss of office
as a consequence of a takeover of the Company.

users o understand the impact of particular
transactions, other events and conditions on
the entity’s financial position and financial
performance; and

- make an assessment of the Company’s ability
to continue as a going cencern.

The directors are responsible for keeping adequate
accounting records that are sufficient to show and

explain the Company's transactions ond disclose with
reasonable accuracy at any time the financial position of
the Company and enable them to ensure that the financial
staternants comply with the Companies Act 2006. They

are also responsible for safeguarding the assets of the
Company and hence for taking reasonable steps for the
prevention and detection of fraud and ctherirregularities.

The directors are responsible for the maintenance and
integrity of the corporate and financial infermation
included on the Company’s website. Legislation in

the United Kingdom governing the prepcration and
dissemination of financial staterments may differ from
legislation in other jurisdictions,
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Directors’ Report continued

Directors’ responsibllity stotement
We confirm that to the best of our knowledge:

- thefinancial statements, prepared in accordance with
the relevant financial reporting framework, give a true
and fair view of the assets, liabilities, financial position
and profit or koss of the Cormpany and the undertakings
included In the consolidation taken as o whole;

- the Strateglc Report includes a fair review of the
daveloprment and performanca of the business and
the position of the Company and the undertakings
included in the consolidation token as a whole,
together with a description of the principal risks and
uncertainties that they face; and

- the Annuai Report and Financlal Statements, taken
as a whole, Is fair, balanced and understandable and
provides the information necessary for shareholders to
assess the Company's position, performance, business
model and strategy.

Tha directors are also required by the FCA's Disclosure
Guidance and Transparency Rules {DTR} to include a
rmonhagemant report containing a fair review of the
business of the Group and the Company and a description
of the principal risks, emerging risks and uncertainties
facing the Group and Company.

The Directors’ Report and the Strategic Report constitute
the mancgement report for the purposes of DTR 41.5R and
DTR 4.1.BR. The directors are rasponsible for keeping proper
accounting records that are sufficient to:

— show and explain the Company’s transactions;

- disclose with reasonable accuracy at any time the
financlal position of the Company and Group; and

- enable them to ensure that the financial statements
and the Directors’ Rermuneration Report comply with
the Act and, as regards the Group financial statements,
Articte 4 of the IAS Regulation. They are olsc responsible
for safeguarding the assets of the Company and the
Group and taking reasonable steps for the prevention
and detection of fraud and other irragularities,

The Annual Report and Financial Staterments 2022 will be
published on the Group’s website in addition to the normmal
paper version.

The directors ara responsible for the maintenance and integrity
of the Group's website. Legislaticn in the United Kingdom
governing the preparation and dissemination of financial
staternents may dlifer from lagiskation in other jurisdictions.

Responsibility statement

Company law requires the directors to prepare financiat
statements for each financial year. Under that low the
directors are required to prepare the Group fingnciol
statements In accordance with relevant {FRS, IFRIC
interpretations and the Companies Act 2006.

The directors who held office during the financiat year
and to the date of this report wers as follows:

Patrick Snowball Chairmcin

Malcolm Le May Chief Executive Officer -
Neeraj Kopur Chief Finance Officer
Andrea Bionce Sanlor Independent Director
Angela Knight Independent Non-Executive Director

Elizabeth Chambers  Independent Non-Executive Director
Margot James Indapendent Non-Executive Director
Paul Hewitt Independent Non-Executive Director

Grahom Undsay Independant Non-Executive Director
Independent Non-Exacutive Director
Michele Greene Appointed on 9 March 2023
Independent Non-Executive Director
Robert East Resigned on 13 January 2022

Disclosure of information to auditor
in accordance with section 418 of the Act, each person who
Is a director as at the date of this report confirms thot:

- sofar as they are aware, there is no relevant audit
inforrnation of which the Company's external auditor
is unaware; and

~ they have taken all steps that ought to have been taken
as a director in order to make themselves aware of any
relevant oudit information and to establish that the
Company’s externat auditor is aware of that Information.

Auditor

Deloitte LLP, the external auditer for the Company, was first
appointed in 2012 and, following a tender process in 2020,
a resolution proposing its reappolntment was passed at
the 2022 AGM. The reappointment of Deloltte LLP as tha
Company’s externctt auditor is proposed ot the 2023 AGM.

2023 AGM

The 2023 AGM will be hald at the offices of Clifford Chance,
10 Upper Bank Street, London, E14 BJJ on 26 May 2023 at
1.30am. The Notlce of AGM, togather with an explanation
of the terms of business, will be contained in the circular to
shareholders dated 30 March 2023 and Is avallable on our
website, wwwyangquisbankinggroup.com.

Approved by the Board on 30 jarch 2023 anghsigned
by order of the Board.

Le
Melanie Barnett <

General Counse! and Company Secretdry
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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 Biance (Chair) {5/5 plus /1 ad hoc)
Margot James (5/5 plus 11 ad hac)

Graham Lindsay {5/5 plus 1/l ad hoc)

The Chairman, tha Group Chief Exacutive Officer (CEO),
the Chief Peaple Officer (CPO), the Group Reward
Director and the Committee’s independent advisor (PWC)
ottend Committee meelings by invitation. No person

is in attendance 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.

Andrea Blance
Remuneration Committee Chair

The report complies with the provisions of the Companies
Act, the Large and Medium-sized Companies and Groups
{Accounts and Reports) Regulations 2008 and the Listing
Rules of the FCA. The Company alsc follows the requirements
of the UK Corporate Governance Code {the Cade) updated
in July 2018.

On behalf of the Board, and as the Chair of the Remuneration
Committee, | am pleased to present the Directors’
remuneration Report (DRR) for the year ended 31 December
2022. The report sets out how the Committee carried out

its responsibilities during the year and our approach to
remuneration in 2022 and explains the rationale for cur
decisicn making.

As part of this report, we are presenting our new Directors’
Rermuneration Pelicy (the Policy) which, if approved, will

apply from the date of the 2023 AGM for up to three years,

No material changes are proposed to the Policy as the
Committee is confident that it remains fit for purpose and
continues to support the delivery of our strategy A summary
of the proposed changsas 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 Purpese, ‘to help put pecple cna
path to a better everyday life’, in what has been a challenging
set of economic circurnstances for all. The economic impact
of the Russian invasion of Ukraine, and the continuing fallout
from the Covid-19 pandemic have combined to produce a
very uncertain environment, with high inflation and higher
interest rates combining to create cost of living challenges for
both our colleagues and our customers. By continuing to lend
responsibly to customers who can’t cocess 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 compileted its pivot into the mid-cost
credit market, and its repositioning as a banking group,
which culminated with the Group changing its nams in
2023 to Vanquis Banking Group (the Group) Going farward,
the combination of the Group’s Social Purpose with the
tenefits the banking structure brings, means the Group

is well positioned to deliver its vision of becoming the
leading specialist bank to customers who cannet access
traditional lenders

Overall, the Group has performed well and successfully
implemented the new cperating model despite the
chatlenging external environmeant.,

The Committee has also been very mindful when making
decisions to ensure fair cutcomes for all colleagues taking

account of experience of all stokeholders against a backdrop

of ongoing economic uncertainty, such as the current

inflationary @nvironment and cost of living ¢risis. The decisions

we hove 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 ysar of significant endeavour and strong
achievernent Highlights include:

— changing to a shared services operating mode!
supporting credit cards, vehicle finance and
personal ioans;

- introducing 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;

~ Jargely compleled the Scherne of Arrangement (SOA)
as well as belng on track to liguidate our home credit
business - thus removing residual risk; and

-~ maintaining a good working relationship with our
reguloiors which enabled: (i) a revised Cross-Group
funding arrangement to be implemented; (il C-SREP
capital adequacy review to progress; and (i) the ICAAP
process o progress.

Our financial performance remains strong and is in line with
management expectations which is excellent in a year where

there were significont external heodwinds which were not
envisaged whan the business targets were set, reflected in,

- adjusted profit before tax (continuing aperations),
of £126.6m (£187.8m 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 economic instability generated even greater uncertainty
for many of our colleagues in a world still gathering itse!f pest
the Covid~19 crisis and, as a result, the Group decided to take
an active approach during 2022, to support our lower levelied
colleagues {(who tend to be our lower paid as well), as follows:

5% salary increase onl January 2022 - to all colleagues;

- mid-year review for approx. 17.6% of our colleagues who
ware (i} iower levelled, and (i) adrift of the market due to
changes throughout the year; and

- £760 winter fuel payment to over 50% of our colieagues —
100% focused on our lower levelled colleaguss.

In 2023, we intend to continue our focus on our lower i
levelled colleagues. We have introduced a minimum salary
{above the Living Wage for alf) by level {ond location) and
actively distributed o larger percentage of our salary pool

10 those colleagues. The executive directors have forgone their
annual salary increase in 2023 to augment the salary pool for
our lower paid colleagues. The Chairman and non-executive
directors have also forgone on increase in fees with the
monies baeing redistributed in a sirmitar manner.

in addition to the actions on base salary, our performance
was strong enough to generate o staff bonus pool for 2022
which meant that all performing colleagues will be able to
share in our success.

The Board is committad to ensuring there is an open diglogue
with our colieagues over various decisions. The Chairs of

the Remuneration and CCE Committees have discussed the
Remuneration Policy and practices for executive directors with !
the Colleague Forum in 2022 Our long-established Colleague
Forumiwas created to facilitate effective engagement
between the Board and cur wider colieague population,

to encourage discussions on issues of importance and
understand views and concerns of the Group. As @ result of
our work on a consistent reward framework (which includes

a standard levelling system), we can now mare clearly
demonstrate the linkages (and fairness) in bonus cutcomss
at all levels within the Group and the cascade of metrics
petween all our colleagues including the executive directors

I want to take this opportunity to thank our colleagues for their
efforts in 2022 in such trying circumstances.
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Executive director remuneration in 2022
Annual bonus for executive directors

The annual bonus is determined based on performance
against corporate scorecard targets.

The financial element of the annual bonus reflected the
Group's strong performance over 2022, with delivery being
marginglly abave on-target far adjister profit hafore tox and
above target for adjusted RORE. The Committee determined
that the financial element of the annual bonus outceme
should vest at 86.2% for beth the CEO and CFO. Regarding
achievement under the Group’s non-financial scorecard,

the Committee determined o vesting outcome of 66% 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 CEC and 83.7% for the
CFO {96% for both in 2021). This equates to 117.2% of base salary
for the CEQ and 104.6% cf 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 cutcome
accurately reflects the performance of the Group over the
vear and it is justified in the context of the experience across
its various stakeholders,

RSP 2020 vesting

The RSP 2020 awards for the CEG and CFC are due to vest in
November 2023 based on an assessment of the Committee
as to the stewardship of the Group cver the three-year
vesting period. Clearly, the final decision will be made in the
final quarter of 2023 but based on the performance to date
(ossessed against the underpin) and the overall stewardship
during Covid-19 {and the subsequent period), it is currently
expected to vest in full. More detailed disclosure is set out

on page 132,

It should be noted (and there is o fuller description in the
main body of this report) that the Committee considers the
potential for windfall gains at the point of granting the RSP
and has a formal policy which we follow. In 2020, we reduced
the grant by 15% after having considered the share price
movemeant prior to the gront date. Given the share price at
grant (£2.41) the Committee believes that there have been no
windfali 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 CEO (or £1,867k excluding the RSP2020 notional amount)
and £1,428k for the CFO (or £1183k excluding the R$P2020
notional amount). Full details are set cut in the Annual Report
on Remuneration on page 128. This represents o year-on-year
increase of 21.5% (or (6.3)% excluding the vesting of the RSP2020
notional amaunt) for the CEQ and 2.8% {or (8.3)% excluding the
vesting of the RSP2020 notional ameunt) for the CFO — driven
entirely by the ncticnal vesting of the RSP2020.

vanguis Banking Group plc Annual Report and Financial Statements 2022

CEC change

As has been announced, Malcolm Le May has decided to step
down as CEC and retire. He is on a 12-maoanth 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's compensation packages, which is in line with cur current
Policy, is as follows:

- salary: £725,000,
- role based allowance: none;
- annual bonus: up to 150% of base salary (with 40% deferred),

— restricted stock plan. up 10 100% of base salary
(with a post-vesting holding period of two years);

- shareholding requirement: 200% of base salary
(with up to five years to be compliant); and

- transitional travel cllowance for 12 months.
There are no buyouts or other joining payments.

Malcolm will remain working within the business until lan
joins {and a suitable handaver has been completed), with
the balance of his 12-rmonth notice period spent on garden
leave. During this period, he will continue to recaive his salary,
role-based allowance, pension and cther benefits. He will
receive his 2022 bonus and the 2023 restricted stock grant

in the usual way (but as a good leaver this will be pro-rated
to his leaving date — as will his other unvested RSP awords).
He will be eligible for a pro-rata benus for 2023 based on the
period up to tha start of his garden leave.

Directors’ Remuneration Policy

The Committee is seeking sharehclder approval for a new
Remuneration Policy for the executive directors, as the term
for the existing Policy comes to an end at the 2023 AGM. As a
reminder, at the GM in 2020 the Directors’ Remuneration Policy
received the support of 97.8% of shareholders and the 2021
Remuneration Report received very strong support at the 2022
AGM, with 98.6% of votes received in favour, During the year we
have maintained engoing engagement with investors about
remuneration largely via our Chairman and we believe thot
shareholders rermain satisfied with the Remuneration Policy
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 of the current executive directors’ remuneration is
being proposed in the new Policy. A summary of the changes
proposed are set out on pages 123 to 124 including the annual
bonus deferral policy and Restricted Stock Plan (RSP) underpin
to align with market practice.
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Directors’ Remuneration Report continued

Annual Statement by the Chair of the Remuneration Committee continued

Directors’ Remuneration Policy continued

The Committee has used ESG metrics for the annual bonus
scheme for several years with o slrong emphasis on the 'S’
element as our businegss purpose is focused on our core
Purpose of helping to put pecple on o path 1o a better
everyday life. It is one of the things we reflect on when
considering vesting, but we wish to make this clear and are
proposing to include 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 Europe's
Climate Lleaders and in the Top 100 of companies which

have reduced thelr carbon footprint the fastest. In addition,
Newsweek has named us as one of the World's Most Socially
Responsibie Bonks —in the top 20%.

Further detail on the implementotion of the full policy is set out
on pages 135 to 136,

Implementation of Remuneration Policy in 2023

The Committee considers that the current Policy, approved ot
the November 2020 GM, has operated as intended and does
not require a fundamental change. However, we are proposing
the following changes which the Committee considers to be
appropriate to ensure that the Policy will continue to operate
effectively in line with our strategic priorities and support
attraction and retention of key talent, as follows:

— base salary: no increase to base salary for executive
directors compared with the average incredse for the
wider colleague group of 5%, and

- annudl bonus and corporate scorecard: retain the overall
weighting of the financial/non-financial metrics as
60%/40% but restructure the weighting of the non-financial
metrics so that they align with our Strategic Priorities.

2023 RSP to be granted in April 2023

After considering 2022 performance, RSP awards of 100% of
base salary will be granted - in line with our Policy. Subject

to underpin criterig, 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
yvears. In 2020, we adopted an internal policy which considered
whether there should be an adjustment at the point of grant
to mitigats this possibility. The Policy consgiders:

- arange of comparison points {including prior year grant
price) 1o determine approprigtenass 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 reduction,

The grant to the incoming CEQ will be made ©s soon
as is possible upon his arrival
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Chair and NED fees

There will be no increase to Chairman fees, NED base fees,
committee membership fees and 51D fees, which is in line with
the 0% incredse for executive directors.

Conclusion

overall, the Committee s 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 competitively positions the Company's
remuneration against its peers. We believe that several small
changsas (which will be submitted to this year's AGM) will ensure
that it continues 1o operate effectively for the next three years

The executive directors, the senior management tearm and all
our colleagues hove made exceptional contributions 1o the
business over the year, showing great resilience to support the
Group through yet ancther challenging year. This is reflected in
the outcomes of the bonus poolin 2022 {payable 2023) which,
although smaller than the previous year, refiects the effort and
results achisved.

i1 the rest of this report, we present the disclosures required
by regulations, as wsll as additiondl information to explain
how our executive remuneration cligns with our strategy, with
shareholder interests ond with wider workforce pay. hwould like
to thank our shareholders for their continued support during the
year. | will be available at the Company's 2023 AGM toc answer
any guestions 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;

an illustiation of the operation of the Policy for 2023;

- asummary of the executive directors’ single total remuneration figures, and cutcomes under the 2022 Annual Bonus Plan

and the RSP 2020, and

- anoverview of executive directors’ shareholdings.

summary of the proposed new Directors’ Remuneration Policy

The table below summarises the key proposed changes to the Directors’ Rermuneration Palicy, as approved at the 2020 GM,
subject to shareholder approval for the new Policy at the 2023 AGM. Further information on the implementatien of the full Policy

can be found on pages 135 1o i36.

Element of remuneration Summary of proposed Folicy

Salary An exacutive ditector’s base salary 1s set on appointment and reviewsd
annually or when there is o chongae In position or responsibility.

when determining an appropriate level of base salary, the
Committee congiders:

- pay increases for othor collcagues;

- remuneration practices within the Group,

- any change in scope, rele and responsibilities;
- the general performance of the Group and each individual,
- the expenence of the relovant director; and
- the onticipoted economic envirenmaoent,

Benefits Benciits include market standord benefits.

Role-based

RBA of 15% of baso salary

allowance {RBA) RBAS Gre non-pensionable and will be relecsed in equal instalmants ovor
three years in the form of shares

The maximurm gnnual value of an RBA grant for anindividual s 25%
of base salory.

Pension 1he Company provides a pension contnbution allowance that is fair,
competitive and in line with corporata govarnance best practice

Annual bonus Quantum: The Committes will determine the maxirmurm annual
participation in the: Annual Bonus Plan for cach year, which will not
coxceoed 150% of basea salary

operaticn: The Annual Bonus Plan is based on a mix of financicl and
strategicfoperational conditions and is measured over g pericd of 6ne
financial year. The financial measures will account for no less than 50% of
the bonus opportunity

Deferral: At least 40% of tha bonus is deferred over three years with
pro-ratd vesting

Restricted Share Quantum: The maximum valug of RSP award will be 100% of base salary

Plan (RSP) perannum

Operation: Awards are granted annually to exccutive directors in tha form
of conciitional ewards or options. Awards vest at the end of a three-year
paried subject tor

- the executive director's continued employment at the date of vesting:

— the oxecutive director is a'good lcaver’ i e, retirement (subject to pro-
ration} and

- the sctisfaction of an underpin as determined by the Committee
whoreby the Committee can adjust vesting for busingss, individual
and wider Company performance.

A two-year holding poriod will apply following the three-year vesting
poricd for all awards gronted to the excoutive directors

Upon vesting, sufficicnt shares may be sold to pay tax on the shares,

Changes from current Policy

None; Policy will be unchanged
In relation to salary.

None; Policy will be unchanged
Inrelation to benefits.

None; the RBA only applies to the
current CEO {(Malcelm Le May).

Nong, Policy will be unchanged
in relation o pansion.

From 1 January 2023, both the CEO's
{ond CFO's) pension contribution
will be 10% of salary. in line with the
wider workforce

Deferral: Deferred bonus will vest
pro-rate over the three-year
period, aligned to market practice.
The prior approach was a ‘cliff
vest' at the end of the threc-year
deferral period

Dividend equivalent: The Policy
provides flcxibility 1o edjust the
share price to allow for the lack of
dividends in order to align with the
regulatory guidance

No other changes.
ESG underpin: Policy will include
an additional criterion relating 1o
ESG as @ part of the RSP undearpin
assessment

Dividend equivalents: The Policy
waording will be updoted to

clarify the approach to dividend
equivalents, including the flexibility
to adjust the share price to allow
for the lack of dividends in order to
align with the regulatory guidance.

No other changes.
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Directors’ Remuneration Report continued
Remuneration at a glance continued

Summary of the proposed new Directors’ Remuneration Policy continued

Element of remuneration  Summary of proposed policy

|
Shareholding
requirements
cessation of ermployment.

Narmdl shareholding requiremont of 200% of salary

Additianal requirernent to hold 200% of salary for twa years following

Changes from current policy

Nong; Policy will be unchanged in relation
to shareholding requirements.

Excoutive dircctors have ogreed to be bound by the terms of the

Malus and clawback

Chair and NED fees

Annual bonus and RSP awards are subject to malus and clawback The
total maius and clawback period may be extended 1010 yoars where
there Is an ongoing intarnal or regulatory investigation.

Provides a level of fees to support recruitment and rétention of a
Chairman ond NEDs with the nccessary exparience (o advise and

requirerncnts and Company Secrotariat will monitor compliance.

Clowback provisions hove been updataed
to oxplicitly state that t applies to all
variable rermuncration for a period of 7
yoars, extendable up t6 18 years in ordor
to align with regulotory expectotions.

Mo other changes

None; Policy will be unchonged in relation
to Chair and NED foes.

assist with establishing and menitoring tho Group's strategic objectives

illustration of the Directors’ Remuneration Policy in 2023
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Minimum shareholding of 200% of salary

Only the current CEQ s ehgible to receive an RBA,

Salary: No increasc frorm 2022

- CEO: - Malcolm Le May: £749,700
- lan Melaughlin £725,000
- CFO: £851,250

Role-based allowance (RBA): No change from 2022

- CEO: - Malcolm Le May 16% of salary

= Maximum annuaol RBA grant for individual - 25% of salary

- Delveredin shares Released in equal instalments over three yeors
- tan Mclaughin. 0% of satary

Pension: CEC pension contribution reduced from 15% to 10% of salary
as of 21 December 2022

- All EDs: 10% of salary {in Ine with the wider worklorce)

124

Annual bonus: Changes to the measures and weighting within
non-financial scorocard to reflect businass prioritios for 2023 and
the:introduction of our strategic pillars as well as @ move to pro-rata
vesting of deferred bonys over three yoars

- Maximum opportunity:
- CEO:150% of salary
- CFG125% of salary

- Petformance measures:
— BOY% financial
- Adjusted PBT 30% (2022, 30%)
- Agjustod RORE 30% (2022 30%)

- 40% non-financial
~ Growth and sustainability 6.7%
- Poople and culture 87% (contoins our D& metrics including our
commitment to the Women ir Finance Charter)
— Custormer and comnmundty 6.6% {contains our ESG metrics)
- Transformation - 20%

(2022, strategy 8%; regulatory risk and conduct 8%, invostor Relations
8%, customer 8%; people 8%)
- Risk overlay and CETlundorpn
- Deferral: At least 40% deferred, vosting pro-rata over three yoars
in Company sharos
RSP. ESG consideration will be included as part of undorpin assessment
for 2024 RSP onwords (as per changes to Dircctors' Rermnunerobon Policy)

- Award level:
— CEOQ:100% of solory
- CFO:100% of salary

- As aport of grant process, Committee will consider individuals’
personal and business performaonce for the prior yeor and determineg
whether the proposed level of grant remains appropriate

- Underpins: The Committes will consider the following factars
{amongst others) whon determining whether to excorcise its
discretion to adjust the number of shares vesting

— Whether threshold performance levels have been achicved far the
performance conditions for the Annual Bonus Plan for each of the
three years covered by the vesting peried for the rostricted shares

~ Whether there have been ony sonctions or fines jssued by
a Regulatory Body; participant responsibity may bo allocated
collectively or indiwidually

-~ Whether there has been material damage to the roputation of the
Company; participant responsibility may be allocoted collectively
arindividually

- The patential for windial gains (our pohcyis set outin the Chair's letter)

— The level of colleague and custormaer engagement over the period

- Thelevel of achioverment of our approach to ESG as set out by
the Board™

- Vesting: Threc yeors with atwo-year helding period post-vesting
* Forthe 2024 RSP and subsequent awards,

Sharehelding requirement: No change from 2022

- CEQ[CFO: 200% of salary
— Fullrequiremant to ba held for two yoars post-cessation

Furthier details on the Implementation of Policy, InCluding the treatrnent
thot will be applied to the various pay elements for the departing and
now CEC, has baen st out later in this report under the ‘implementation
of Policy in 2023" section on pages 13510 136
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Executive director 2022 remuneration outcomes

The chart below shows an estimate of the remuneration that could be received by executive directors under the Policy and
how our performance has flowed through to the remuneration provided to our executive directors. The full explanatory notes
for each element of remuneration are detailed on pages 142 to 145 in the Annual Report on Remuneration

Remuneration {£'000)

Malcelm Le May, Chief Cxecutive Officer Newgraj Kapur, Chiet Finance Ufficer
3,240
375
750
2,415 2,396
750 529 2136
1125 :'gzg 276
1,428
591 e 1301
990 688 577 630 Fixed
413
980 990 990 989 044 820 Annual bonus
620 620 620 616 & RSP
Share price
rMinimum - On Maxamum Single  Single T Minimum - On Maximaim - Sing'e singlo
targat figure  figure ‘ targoet figure: figure
2027 200 2022 202

~  Minimum pay is fixed pay only, L.e. salory + benefits + pension + RBA.

- On-target pay includes fixed pay, 0% of the moximum bonus {with maximum equal to 150% of salary for the CEQ
and 125% for the CFO) and 100% vesting of the RSP awards (with grant levels of 100% of salary for the CEO and CFO)

- Maximum pay includes fixed pay and assumes 100% vesting of both the annual bonus and the RSP awards.
- Theillustration assumes a 50% share price increase an RSP shares over the vesting period
— Allamounts have been rounded to the nearest £1,000.

- Thevalue of taxable benefits is the cost of providing those benefits in the year ended 31 December 2022,

2022 annual bonus outcome
The tables below summarise performance against the targets set for the 2022 bonus and the ocutcome, before and after
Committee discretion

Performance ronge

Threshotd Target  Maximum Outcome

e 8% 00% N0%  Actual”  Weighting CEQ @

Financial 60.0% B51.7% 51.7%
Adjusted PBT £104.4m £122.8m £I1350m  £126.6m 30.0% 217% 21.7%
Adjusted RORE - 17.1% 201% Z221% 222% 30.0% 30.0% 30.0%
o 40.0% 26.4% 32.0%

Non-financial*

Risk overlay Met Met

The Group achieved a CETI ratio of 26.4%
CET] gateway (above our hurdie)

Total outcorme (as a % of maximurm bonus) 78.0% 83.7%

= Thiselement was adjustoed upwards for the CFO due to his matenal contribution to the ‘cost challenge’, the improvement in balance sheet capital
management and delivering the waiver (rocoived in Novermber 2022) allowing Vanquis Bank to fund the vehicle finance busincss

Vanquis Banking Group ple Annual Report and Financial Statements 2022 ] 25

yoday uopIBUNWaY 51019811



Directors’ Remuneration Report continued
Remuneration at a glance continued

Executive directors’ shareholdings

Executives are expected to build and maintain a Compuany shareholding in direct proportion Lo their remuneration in
order to align their interests to those of shareholders. The chart below sets out the minimum sharehalding reguirements
and the actual shareholdings for the individuals (as o % of base salary). Cur executive directors are on track to mest their
shareholding requirements of 200% within the required time frame of five years. Note, unvested/restricted shares that are
still subject to performance, ie. unvested RSP awards, do not count towards the shareholding requirement, As a result,

in the graph below the RSP2022 is included in ‘unvested shares subject to performance’.

In additicn, executive directors are required to hold shares worth 200% of bose salary - the in-employment requirerment
{or the executive’s actual shareholding on cessation if lower) for two years following cessation of employment.

Chief Executive Officer Chief Finance Officer
300%
202%
247%
187%
200%
855 Shares held outright
%
Unvested shares not subject to performance
35% Unvested shares subject to performance
o
. 3% B 25% , o . e .
Link between remuneration and equity we believe that the remuneration cutcomes of the last few
of the executive directors years demonstrate the clear link to Company performance
we beligve that equity has an impartant part to play in the Further evidence of the clear linkage can be foum_j iﬁ the
rermuneration of the executive directors. There is o nead forthe  GUIcomes of the vesting stock plans (and the decisions made
execulive directors to understand from first-hand experience by the Cornmittee).
the position of the shareholders and our Restricted Share Plan To ensure that our exacutive directors are incentivised to
{and deferred bonus schemes) are structured to support that toke o long-term, sustoinable visw of the performance of the

understanding. This link has been strengthened in the iast few Company, when we look at the remuneration paid in the year,
years as we require our executive directors to hold their shares e also look at the total equity they hold, and its value based
for o period of two years post-departure. We monitor regularly  on the performance of the Company.

that the directors are on track to meset their ebligations under

the Share Ownership Policy, and we confirm that they are The table sets out the number of shares beneficially owned
both currently on track It should be noted that, on the CEO's by the exacutive directors at the beginning and end of the
retirement, there is a requirement that his sharehoiding financial year, and the impact on the value of these shares
position should be maintained for a further two years. taking the opening and closing price for the year.
Value of Value of
2022 Shares Shares  shares ot shares at
single held at held at the startof  the end of
figure the start the end ihe yoar the year’ Diffarence
o ) B - o 7£'000 ofEhe year oftheyear EO_OE E'Q_OO £'000
CEO 2,396 942,231 1137332 33845 2746 (1,209.8)
CrO 1,428 400,838 689299 1439.8 1317.9 (1219}

I Based on aclosing share price on 31 Docembear 2021 of £3.582
2 Basedonaclosing share price on 31 Decernbaer 2022 of £1612
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Annual Report

on Remuneration

The report complies with the provisions of the Companies Act 2008, the Large and Medium-sized Companies and Groups

{Accounts and Repaorts) Regulations 2008 and the Listing Rules of the FCA. The Company also follows the requirements of the UK
Corporate Governance Code (the Code) updated in July 2018,

Certain alternative performance measures (APMs) have been used in this report See pages 229 to 235 for an explanation

of relevance as well as their definition.
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vangquis Banking Group plc Annual Report and Financial Statements 2022

127

yodey uoplauniusy 510322413



Directors’ Remuneration Report continued

Annual Report on Remuneration

Remuneration principles and alignment to the Corporate Governance Code

We strongly believe in fair and transparent reward throughout the organisaticn and when making decisions on executive

rernuneration the Committee considers the context of wider workfarce remuneration. This section shows how the 2018 Code is
embedded in our remuneration principles and how they are cascaded throughout the organisation. The table below shows how
the Palicy is aligned with the factors set out in Provision 40, (which sete out a list of matters for the Remuneration Committee to
cddress when determining the Directors’ Remuneration Policy and practices - these fall under the headings of clarity, simplicity,
risk, predictability, proportionality and clignment to culture), and how our principles and Policy are aligned with the 2018 Code.

Our strategy

our remuneration principles

- Support delivery
of the Group's
business strategy,
realisc our
Blucpnnt vision
and be customer
champion within
our sector

Growth and Sustainability

- Have flexibility in
delivering total
remuneration
outcomes
in changing
rnorket,
economic,
commercial
and regulatory
circurnstances

Pecple and Culture

- Maintain a competitive reward and
recognition offering in the markets in
which we compete, thereby supporting
our talent attraction, engagement and

retention aims,

- Ensure remuncration outcomes are
fair and consistent, reflect pay for
parformaonce und are clear and
transparent for all our collcogues

- Support and mitigate any conflicts

of Interests.

- Mahage remuncration opportunities
and outcomes for regulated colleagues
under the SMCR and material nsk takars
under the Remuneration Code.

Support the effectivencss of the Group's

Enterprise Risk Management Framework
and incaentivise the delivery of the
business strategy within risk appetite via

a caontrols-basod framework and positive
risk conduct culture.

How does the Comimittee address the requirements under Provision 40?

Culturail

alignment

— The Committee
ensures that the
overall reward
framework
embeds our
Purpose

— The Committee
revicws tho
executive reward
framework
regularly to
ensure it supports
the Company’s
culture and
strategy

- Tha €D
Remuneration
Policy is cascaded
down the
arganisation
ensuring that
there are
common goals

128

Proportionality

- Performance
meosurcs under
the cnnual
bonus as well as
the RSP underpin
are aligned with
tha Company’s
scorecard
and the
pay-outs reflect
achigvement
against
the targot.

— The Committes
may apply
discretion
to reduce
outcomes undaer
tho annual
bonus and
RSP —if they
are consdered
inconsistent with
the underlying
porformance of
the business.

Simplicity

- Policy for EDs 1
simple and clear,
consisting of.

- fixed pay
(so\ary, fixed
pensicn
contribution,
role-bascd
allowanca)
sct to reflect
the typical
rate provided
to the UK
workforco; and

— variable pay
comprising an
cnnual bonus
scheme (partly
deferred into
shares) and
rostricted
stock awords
which provide
focus overthe
long term.

- The Committce
avoids
unnecessary
complexity in
oporating the
arrangements,

Predictability
- The Committee
sets specific

targets for
different levels
of performance
which aro
communicated
to the EDs and
disclosed to
sharcholders.

vanguis Banking Group plc Annual Report and Financial Statements 2022

Customer and Community

- Driva the Group's ESG strategy. including
diversity, equality and inclusion agenda.

- Align tho interosts of our colloagucs with
those of our customers, regulators and

sharcholdars.

Clarity

— Rocmuneration
arrangomoents
have defined
pararnctors
that can be
transparently
communicated to
shareholders and
stakeholders,

- The Committee
censulted with
shareholders as
part of the design
phase of the
Policy approved
atthe 2020 Gm
How exacutivos’
pay is set has
subsocquontly
been
communicated
to the wider
workforce along
with how it s
aligned with
the Company’s
approach towider
pay policy and
how decisions
are made by the
Committoe

Risk

- Remuncration

arrgngements

are designod to
create a robust link
between pay and
perfermance thereby
mitigating risk of
cxcessive reward

Policy has
safeguards
Including Committec
discretion to adjust
Incentive outcomaes

Tha Committes
cnsures that a
significant portion
of reward s equity
based and has
deferral (40% of
annual bonus
deferred in shares for
three yeors and 100%
of RSP is in shares)
thereby linked to
sharcholder return

Rocovery provisions
such as malus ond

clawback apply t©

the Policy

Executives arg
required to build
significant personal
shareholdings in
the Company



Remuneration governance
The Committee met five times in 2022 plus 1 ad-hoc meeting. The following schernatic sets out the key considerations
for the Remunergtion Committee during 2622

Governance Annual bonus Share plans Al

—_ - - e — . — colleague
General DRR Dosign Roview Grant Revicw Risk matters Shareholder
January L J ® ® L ® ® ® ®
wmareh LJ ® L L J ® ® L L ] L
June [ ] L 4 L J ® L J ® ®
November ] L * L ® L
December ® ® ® L 4 ] LJ L ®

The CEO, the Chief People Officer and the Group Reward Director also attend meetings, by invitation, to provide advice and

respond to specific questions Such attendances are specifically excluded on any matter concerning their own remuneration.
The Chief Risk Otficer attends several meetings throughout the year to provide updates, where necessary. The General Counsel
and Company Secretary acts as secretory to the Committee.

Advisors to the Committee

To ensure that the Company's remuneration practices ore in line with best practice, the Remuneration Committee has
appointed independeant external remuneration advisers, PricewaterhauseCoopers LLP (PwC). This appointment in 2020 followed
a competitive tender process. PwWC attends meetings of the Committee. The Committee reviewed the performance of PwC
during 2022 and determinad that it was streng, and that the appointment should continue throughout 2023

Fees, on a lime-spent basis, for the advice provided by PWC to the Committee during the year were 192,115 excluding VAT
(2021: £114,578). Cther than in relation to advice on remuneration, PwC provides support to management in relation to [T, risk
management and ad-hoc tax, regulatory and accounting advice. The Committee is satisfied that PwC engagement partners
and teams which provided remuneration advice to the Committee do not have connections with the Group or the executive
directers that may impair their objectivity and independence.

single total figure of remuneration (audited)
The table below sets out a single total figure of remuneration for each director for the year ended 31 December 2022 and the prior year.

Role-based Total Total
allowance Taxable Annual frcc variable
So\ary;’foos (RBA) bencfits' borus? LIUS/RSP Pension? Tolal remuneration  remuneration
S EE)OO__ _EO@ _ £000 £000 75’00077 - EEJOO £'000 _E‘OUE _ _E_’OOO_
Executive directors
Malcolm Le May 2022 750 nz2 15 878 529 12 2,396 989 1,407
1 714 107 s 1028 — w1872 944 1028
Neeraj Kapur® 2022 551 - 14 577 235 51 1,428 616 812
20 oB07 = 12 g0 - &2 1,301 & B30
Non-executive directors
Patrick Snowball 2022 336 - 1 - - - 337 337
L 2021 320 =1 — - - 3 32z =
Andrea Blcmceii 7205 128 - l_ i - — - 129 129 -
| . - T = - e ng -
Elizabeth Chambers 2022 87 - 33 - - - 120 120 -
- 2021 8 = 23 = = - o6 108 -
Robert East” 2022 10 - — - B3 53 -
e 78 - - _ = oL 78 _’ =
Pal Hewitt 2022 nz2 - 3 — — - 15 ns -
B 2021 103 3 - - -  los o8 -
Margot James 2022 87 - - - - 87 87 -
- 202 8 _ - _ - _ - - = 8 _ 8 _ _ -
Angela Knight 2022 nz - — - - nz 1nz2 —
_ 20a 03 - - T = - _ s _ o -
Graham Lndsay 2022 nz - 5 - - - "7 7 -
202] 103 - 2 — — 105 105 -

1 Executive directors reccive stondard morket cormporable benetits such as medical iInsurance ond Lfe assurance NEDs have travel expenses reimbursed
and to the extent that those are taxable grossed up for toxand NIC,

9 40% of the annual bonusis deferred into shares for an additional three years (subjoct to continuad service, in normal circumsta rces),

3 Pansion parteipation is vio o defined contribution plan (or cash alternative) with no executive director having a prospective entit'ement under a dafinnd benefit plan

4 Robert East left the Group on 13 January 2022 The number excludes the fees for his role at Vanquis Bank.

5 The RSP value, as provided in the single figure table above, relates to the 2020 RSP award which s due to vest on 8 November 2023, The value shown s
bazod on the Committee’s ossessment of the underpin as at 31 December 2022 Further detail on the assessment is set out on page 132 On final vesting on
@ Novembar 2023, the Committea will roview this assessment Any changes to the gsssssment and the final vesting outcome will be disclosed in the 2023
Directors’ Remuneration Report, The value is based on a share price of £2 10

o

The 2021 igure Includes an elemant of buyout from his pravious employment, i.e shares and bonus.
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Directors’ Remuneration Report continued
Annual Report on Remuneration continued

2022 bonus outcome calculation (audited)
The bonus is based 60% on financial performance measures and 40% on nen-financial performance measures.
The tables below set out performance against the targets set for the 2022 bonus and the outcome,

Details of the financial assessment

Parforrmance range:

Threshold Torget  Moximum Cutcome  Weighted

_Percentags vosting L weighting 85% 0o Ho%, Actual_os%ofmox  outcome
Adjusted PET targets and parformance™ 300% £1044m £122.8m £1351m £i266m 724% 7%
Adjusted return on required equity (RORE) 300% 171% 201% 22% 2220% 100.0% 30.0% ‘

* Cerigin aliemaotive performiance measurss (APMs) Nava beon used in this repart Sce pages 229 10 235 for an oxplanation of their relovanse as well as their definition,

Details of the non-financial assessment
The non-financial elemeant was assessed at 66% aochievement with this broken down, in 2022, as follows:

Objoctive Assossment of non-financial metrics Rating
Strategy Corporate reorganisation and operating model development Oon-
= 20% — Implemcented ¢ new operating model including o Group-wide shared services model covering bock-office suppaort functions, target
plus -
Review of the cards business model and develop a plan for sustainable revolving credit business model TV
- Following completion of 100-day cxercise, several improverments were identified and implomented which fed o . )
significantly above budgatod velumas of now customaors and improved P&L contribution.
Defiver {foans strategic pian, including integration onto Gateway platform and product proposition deveiopment
plans, and progress 2022 elements
= The twoloan pilots wore cormnpleted at the end of H1
- Commercial performance to date has excecded expectations with a strong performance from open-markat louns.
Deliver a reduction in the Group's cost base to below £250m by 2024 '
= Strong 2022 performancea has been achicved with targets met
- Plans are in place 1o dgeliver the additional 2023 sovings so that the 2024 objective is deliverable '
Regulatory  Implement and embed risk harmanisation and Enterprise Risk Management Framework Ori-
nsk and - Risk Appetitc and Risk Events modules were fully implemcnted. target
conduct . plus -
- 20% — RCSA, Internal Audit and Complionce modulss are also in place by the end of the financial year. 5%
Submit new ICAAP and ILAAP
- ICAAPis on track and engagement with the regulutors is ongoing (as per the plon)
— IWAAP has boen agread with tha Board and is on track. Engagoment with tho regulators will beginan 2023 (os per the plan)
Complete CCD exit plan
- The odminstrotion of the Schome centinues as planned Liguidotion should comimence in eosly 2023 os plonned.
Investor Deliver eftective and regular investor dialogue Gn-
refations — Supportive market feedback raceived following 2022 results announcements (inctuding sharcholdar porcoption survey),  target !
~ 20% minus -
— Half-year and quarterly market updates delivered according to plan and wore well received 49y,

Enhance external reputation
- Supportive fecdbock from shareholders around the repositioning of the Group os o leading specialist bank focused )
on undorserved markots.

Deliver 2022 E$G objectives
- Accounted for cll material scope 3 carbon emissians to enable the setting of science-based carbon reduction targets
(which will be validated by the Science Based Targets initiative) for 2023,

- Determined relevant matrics 1o be used to, @) undertake quantitative cnalyses to botter understand the financial
impacts of the climate-telated risks and apportunitics that are matarial to our operations; and b) support our climaole risk
appetite statement

— launched a School Unifarm Fund which has distributed support by School-Home Support and Dixans Acadarmies Trust
1o over 1,000 school children in Bradiord, Liverpool, Manchester and Blackpool.
— Ukraine laptop initiative now established, fully ralled out and completed by year end

Progress towards commitment to the Wormen in Finance Charter
— Onfrack to rmeet the maedium-term aspiration of 40%. Current tracking 1s over 307%,
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Objective Assessmaent of non-financial metrics Rating

Custormner Deliver customer outcomes consistent with the Group’s Purpose, Blueprint and customer cutcome frameworks On-

-20% - Delivered custormer cutcomeas bolancod scorccard (Net Promoter Score/TrustpiWot/credit score improvoment/oomploinrs) m'rgm
plus -
strongthened analysis of custormer outcomeas which wos approved by the Beard at the end of 2022, 7%

Develop plans to support Group customers
~ Winner of Changing Lives in the Community at the Cards and Payments Awards 2022, In addition, at the 2023 Card
ond Payment Awards — winner of Best Bencfits or Loyaoltly Schome and Best Customer Sarvicea.

Deliver planned 2022 product proposition developments
- Improved offering via Zest (nationwide partnership) which will increase volumes and allow contract hire. This provides
an increased opportunity for our customer base to have new {and maere environmentally friendly) cars

Pooplc Colleague opinion survey on-

- 20% - 79% {up B%} of collecagues completed the first survey reflecting the new structure. Overall, the results have hold steady target/
across all four Indices during o year of high organisational changae and point to continuad high fevels of commitrmont on-
and discretionary effart from collcagues target

plus —
Culture 65%

= Launched o major culture refresh to reflect the new Mission and fecus of the crganisation Celloague groups have boon
a key part of the design and the implementation planning Both the process, and colleague inclusion, were very well
received by the colleague groups This will be completed in 2023,

Remuneration
— Rolled out o Remunsraticn Policy aond Reward Framowork across the organisation which has created a harmonised
approach across the organisation and improved foirness of bonus ocutcomes.

- Poley standardisation to ensare foirness of application has boeon undertoken in 2022 with only four policies remarmning
to be harmonised

Overall Taking the above into corsidaeration and following feedback from the CRO, the Committee determined that. On-

— no discretion should be apphed to remuncration cutcomes due to risk; and goﬂr_gct,’
— discretion should be opplied for the CFO bonus cutcome due to his impressive contribution to the ‘cost challenge’ and target
the improvement in bolance shect copitat mprovement. Thus, for the calculation of the CFO bonus, the non-financicl plas
scorecard assessment Fas been cdjusted from 65% to B0% achieverment The main recsons for this exercise of discretion CED -

were dao 1o his matenal contribution to the ‘cost challenge’, the improvemaent in balance shect capital managoemaont G567,
and delvering the waiver (received in November 2022) ollowing Vanguis Bank to fund the vehicle finance business
CFO -
807,

Risk overlay

Arisk overlay approach was used for potential risk adjustment with a range of factual criteria for assessment agread with the
Committee. This forms the basis of our Group Variable Risk Adjustment Framework and allows for a more flexible and holistic
approach to be adopted which considers not only the business outcomes (quantitative), bul also how these have been
achieved {qualitative).

After discussion with the Group CRO, and the Chair of the Group Risk Committee, the Committee concluded that, overall,

progress has been made this year on improving risk control in all parts of the Group. No risk adjustrment was applied to the CEO
or the CFQ remuneration outcomes,

Scheme interests awarded in the year (audited)
RSP 2022 grant
The 2022 RSP awards were made in April 2022 as set out below.

An award of 100% of salary was made to both the CEOQ and CFO. This represented a 0% discount to the normal level permitted
under the Policy.

The face value is based on the Company’'s share price at the date of grant of 296.28p. The grant price is calculated using
the average price of a Vangquis Banking Group share for the five dealing days prior to grant.

Director S Date of award - RSP aword (Vshrgrics) Face value of oward — Date of vesting Endi of helding period
Malcolm Le May 7 April 2022 289593 £749,700 7 Apnl 2025 7 April 2027
Neeroj Kapur 7 April 2022 212936 551,250 7 April 2025 7 April 2027
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Directors’ Remuneration Report continued
Annual Report on Remuneration continued

Scheme interests awarded in the year (audited) continued

RSP 2022 grant continuad

These awards are conditional share awards without any performance targets. However, they are subject to underpins that will
apply over the initial three-year vesting period. The Comunittee will take into account the following factors (amongst others)
when determining whether to exercise its discretion to adjust the number of shares vesting:

- whether an adjustment was made to the number of shares initially granted;

- whether threshold performance levels have been achieved for the performance conditions for the Bonus Plan for each
of the three years in the vesting period;

— whether threshold performance levels have besen achigved for the performance conditions for the Annual Bonus Plan
for each of the three years covered by the vesting period for the restricted shares;

— whether there have been any sanctions or fines issued by a regulatory body; participant responsibility may be allocated
collectively or individually;

- whether there has been material damage to the reputation of the Company; participant responsibility may be allocated
collectively or individually;

- the potential for windfall gains, and
— the level of colleague and customer engagement over the period.

In all cases, vesting is subject to the Committee’s holistic assessment based on business performance, individual performance
or wider Group considerations.

The RSP awards vest subject to continued ermployment {or ‘good leaver’ status) and must be held (subject to sales to meet
PAYE and NIC liabilities) for o period of two years following vesting.

For awards prior to 2022, to the extent an award vests, either additional ordinary shares in the Company or g cash amount
equivalent to the dividends that would have been paid on the shares vesting from the date of grant will be provided to the
executive diractors on vesting.

RSP 2020 vesting (audited)

The 2022 RSP value, as shown in the single figure table, relates 1o the 2020 RSP award which is due to vest on 8 Novernber 2023,

The RSP grant was later than normal due to the introduction of a new RSP scheme in November 2020 which replaced the existing LTIS
arrangement (and resulted in the cancellation of the LTIS2020 for participants). The vesting is subject to an underpin which provides
discretion for the Committee to consider whether any adjustrent to vesting should be made

The underlying desire was {(and remains) to ensure that participants have been pasitive custodians of: (i) the underlying financial

health of the business; (i) maintaining our reputation; (iil) making progress on our strategic Imperative of '‘being a leading specialist
bank fecused on underserved markets'; (iv) ensuring that we rmet cur ESG commitrnants (end, in particular, our social commitments);
and (v) appropriately focused on our agreed risk appetite. The Cormmittee reviewsd performance against the underpin attached to the
2020 RSP awards {and the underlying desire as set out above) os at 3t December 2022 (the last full performance yaar pricr 1o vesting),
ond ook inte account a number of factors, including:

- formulaic threshold performance levels were exceaded overall for the performance conditions for the Bonus Plan for each
of the three years in the vesting period, i e, 2020, 2021 and 2022, noting the Committee exercised discretion 1o reduce the
2020 bonus award to zero;

- the underlying financial performance progression of the Group over the vesting period,

- the regulatory position of the Company remains positive and there have been no sanctions or fines issued by
aregulatory body;

= there has been no material damage to the reputation of the Company or the Group; and
= thelevel of collzague and customer engagement over the vesting (as mentioned earlier) remains strong.

The Commiittee's interim assessment as at 31 December 2022 suggests that no adjustment will be required for the 2020 RSP award.
The Committee will review this assessment again in the auturnn prior to final vesting. Any changes to the above assessment
and the final vesting cutcome will be disclosed in the 2023 Directors’ Remuneration Report.

It should be noted that the Comimittee has @ formal Policy concerning potential windfali goins and makes, where appropriate,
an adjustment at the point of grant. In 2020, the adjustment was a reduction of 15% on the standard award grant.

Fees from other directorships

Malcolm le May has been a non-sxecutive director of IG Group plc since September 2013, He retains the fees from this
appointment. During 2022, the total fees amounted to £150,582 (made up of {i) UK fees amounted to £114,000, and (i) additional
$44,264 from US responsibilities) (2021 £156,000).

Neera] Kapur did not held any external directorship for the period from 1 January 2022 to 31 December 2022
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Statement of directors’ shareholding and share interests (audited)

The table below shows the interests of the directors and connected persons in shares (owned outright or unvested) as at

31 December 2022. The table also incorporates a move of 48,887 shares from Malcolm Le May to 'shares owned outright” and
the vesting of the 2020 RSP There have been no further changes in divectors’ interests in the period between 31 December 2022
and 30 March 2023.

Outstanding schems interests

Unvested Unvested Unvosted

Shares shares not share options shares Total Shareholding Current
ownad subject to subject to subject to schema guideling shareholding Guideline
o outright performance  porforrnonce performance intcrests % of salary % of salary= met

Executive directors
Malcolm Le May 520 320,628 785,810 - 1,086,438 200% 95.1% No
Neeraj Kapur 70,632 184,369 454,298 - 618,667 200% 81b% NG
Non-executive directors
Patrick Snowball 96,477 - - - — n/a n/a nfa
Andrec Blance - - - - — nfa nfa nfla
tlizabeth Chambers 12,000 — — - — nfa n/a n/a
Roberl East** 5,000 — — - - nfa nja nfa
Paul Hewitt 34,205 — — — - nfa nfa nfa
Margot James - - - - — nfa n/a nja
angela Knight - - - - - n/a n/a nfa
Graham Lindsay 9,771 - — — — nfa nfa n/a

* Based on the share pree of £1812 Shares ownad outright (and those not subject to performanca) have bren incluged The shareholding guidelines have not
yet bean met but the Policy provides for more time to be cormmphant A breakdown of the journey to compliance can ba seon balow
== Correct as ot date of departure < 13 January 2022

Statement of directors’ compliance with the Share Ownership Policy
The following sets out the expected level of share ownership that the executive directors will acquire over the period 2022 to 2026

A number of assumptions have been made about: (i) retention; (i} personal tax ratss; (i) Company performance; {iv) Company
share price; and (v) ongoing grant policy. The calculations below therefore show the shareholding if the RSP is included when:
(i) granted; and (i) vested. The RSP has been included on a net of tax baosis.

The current executive director holding requirement is 200% of base sclary and it can be seen that the CFC rernains on course
to achieve this in the next few years, Note that Malcalm, who has announced his retirement, will no longer be subject to the
requirement once he formally steps down from the Board. However, he will be subject to the post-employment shareholder
requirements, ie. to hold 200% of salary for two years following cessation of employment, in ling with our Policy. Finolly, in addition
to the Inclusion (or otherwise) of the RSF, this calcuiation includes: (i) shares held outrignt; (i) shares provided due 1o ‘buyout’,
i.e. Neerqj Kapur, tranches 2 and 3; (ill} shares deferred under the Bonus Plan; (iv) shares deferred under the role-based
allowance, i.e. Malcolm Le May; and {v) shares under the SAYE plan.

The charts below illustrate the forward-looking shareholding progression as a % of base salary. The current shareholding
reguirement for executive directors is 200% of salary

Malcolm Le May, Neeraj Kapur,
Chief Executive Officer Chief Finance Officer
185%
181%
200%
Shares held outnght
B2% .
Unvested shares not subject to performance
34% Unvested shares subject to perforrmance
o
3% 24%
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Directors’ Remuneration Report continued
Annual Report on Remuneration centinued

Relative importance of spend on pay

The table below shows how the Company's performance metrics compare 1o total colleague pay expenditure for the financial

years ended 21 December 2021 and 3] December 2022

Rclotlvgmtanc_sigf_skporwd on pay ) o B o - 2022 *2021
Shareholder distributions* £42.8m £0
Net income £480.7m £485.5m
Adjusted PBT £126.6m £167.8m
Adjusted EPS 38.7p 57.5p
Total remuneration costs £151.1m £2102m

Year-on-year

change

nfa
(10%)
(2a6%)
(327%)
(281%)

* This number reflects dividends only as there were no buybacks.

Service contracts

The executive directors are employed under contracts of employment with the Company. The principal terms of the executive

dirgctors’ service contracts are as follows

Executive dircctor Position Effoctive date of eontract  From Company ~ Hromdirector
Malecolm Le May Chief txecutive Officer 1 February 2018 12 months 12 months
Neeraj Kapur Chief Finance Officer 1 April 2020 12 months 12 months

Notice period

The Chairman and non-executive directors have letters of appointment. Dates of the directors’ letters of appointment are set

out below:

Name - - Date of onginal appeintment Date and actual date of oxpiry
Patrick snowball 21 Septermnber 2018 21 May 2025

Andreg Blance 1 March 2017 27 February 2028
tizateth Chambers 31 July 2018 30 June 2024

Paul Hewitt 31July 2018 30 June 2024

Margot Jarmes 27 July 2020 28 June 2023

Angela Knight 31 July 2018 30 June 2024

Graham Lindsay 1 April 2019 30 June 2025
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Implementation of Policy in 2023
The table betow summarises the key features of the Policy which is to be put to vote at the 2023 AGM and how we plan
toimplement it in 2023/24. Full details of the Policy have been set out on pages 135 to 136.

Element of
remuneration |

Salary

Benefits

role-based
allowance
(REA)

fonly
applicable to
Malcolm te
May)

Pension

Annual bonus

Key features of Policy

An execullve director's base saidry is $C1 on appointment and
reviewed annually or when there is o chonge in position or
responsibility.

When determining an appropriate level of base solary, the
Committee considers:

- pay increuses for other colleagues,
- remuneration practices within the Group;

— any change in scope, rale and responsibilitios;

- the general perforrrance of the Group ond cach indmidual;

- the exporience of the relevant director; and
- the economic environmant
Benefite include market standard benahits

RBA of 15' of base salary

REAs are non-pensionable and witl be released in equal
instalments aver three years in the form of shares

The maximum annual valuo of an RBA grant for an individual
15 25% of base solary

The Cormpany provides o pension contribution allowance
thatis fair, competitive and in line with corporate governanco
beost practice,

The Committee will determine the maximam annual
porticipation in the Annual Bonus Plan far each yoar,
which will nol exceed 150% of base salary

The annual Bonus Pleris based on a mix of financial and
strategicfoperational conditions and 18 measured over
o pericd of one financia! year.

The financial measures will account for no less than 50%
of the bonus opportunity.
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Implementation in 2023

No satary increasc 1o 2022 salaries for CEC and CFO
(5% incrogse in 2022),

Malcolm Le May
2023: £748,700
2022 £748,700

lan McLaughlin
2023: £725000

Neeraj Kapur
2023: £551,250
2022 £551,250

No change from 2022

No change from 2022, This applies to the current CEC but will
ceuse on hisretirement

Reduction from 157 to 10% of salary for CEOQ to algn with
the wider workforce

CFO and CFO10% of solary

10% is the norm for the Group’s Pension Plan,

There s no chango to the overall approach and percentage
tAoximnurn appartunity:

- CEO

Malcolm Le May: 150% of salary Duc to the announced
departure, his 2022 bonus will be pro-rated based on the
period up to the beginning of garden leave.

- lan Mclaughlin 150% of selary, Due to him joining pari-way
through the year, his 2022 bonus will be pro-roted for
time in servico,

- CFO25% of salary

Changes to non-financiul measures to reflect business priorities
and deferred bonus will vest pro-rato over the three -year
period, aligned to market practice.

Measures:
financial performance measures in ine with 2022:

- wdjusted PBT (30%), and

— odjusted return on reguired equity (RORE) (307).
Strategic and operotional objectives (40%) of which.
- Growth and Sustainability {(6.7%);

- People and Cutture (8.7%);

- Customer and Community (6.6%) and

- transformation (20%)

in addition, there is a risk overlay and CETI underpin

Deterral:
At least 40% of tha bonus is deferred, vesting pro-rata over
three years in Company shares,
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Directors’ Remuneration Report continued

Annual Report on Remuneration continued

Implementation of Policy in 2023 continued

Element of
remuneration

Restricted
Share
Plan (RSP}

Shareholding
requirements

Malus
and clawback

Chair
and NED fees

Key teatures of Policy

Awards are granted annually 1o exscutive directors in the form
of conditional awards or options, Awards vost at the end of
a three-yeaar period subject ta.

- the executive director's continued employmant at the date
of vesting; and

- the satisfaction of un underpin as determined by the
Committee whereby the Committee can adjust vasting for
business, indwidual and wider Company performance.

A two-year holding penod will apply following the threc-yoor
vesting pernod for all owards granted to the executive
directors.

Upon vesting, sufficiont shares may be sold ta pay tax
on the shares

MNarmal sharcholding requirernent of 200% of salary

Adeitional requircment to hold 200% of salary for two years
following cossation of emplayment

Excoutive directors have agreed o be bound by tho terms
of the roguiremants and Company Secrotariat will monitor
complionco

Standard market practice {and rogulatory reguirernents)
malus and clawbock provisions as at the time the Palicy
was adoptoed.

Provides o competitive level of fees 10 support recruitment

ang retention of a Chairman (cmd MEDs) with the nocessary
expericnee to advise, and assist, the excculives with astablishing
and monitaring the Group's strategic objectivos

Implementation in 2023

No change from 2022,

The Comnmittee is intending to grant an RSP award of 100%
of base salary to both our outgoing, and incoming, CEOs
and to our CFO in linc with the Policy maximurm,

Duc to his departure, the 2023 grant for Matcalm Lo May
will be pro-rated up to the anniversary of the 2023 grant.

No change from 2022

Malcolm Le May will remain subject to the post-employmont
sharcholding requirernents in ine with the Policy.

Tha lotal malus and clawback period for both the cash
and deferred shares elements of the annual bonus may bo
extended to 10 yoars where there is an ongoing intornal or
regulatory investigation.

No other changes fram 2022

Tha foo levels as at 1 Janudary 2023 for the Chairman and NEDs
aro as bolow. Thase reflact ¢ 0% ncroase from 2022 lovels

Non-executive director fees for 2023
In 2022, the Commitiee reviewed non-executive director fee levels to ensure that they remain competitive with other listed
companies of equivalent size and complexity. Toking this inte account, and to reflect the increased focus and time reguired
of the NEDs following the restructuring of the Group’s governance structure, the Committee proposes no incregases to NED fees
effective from Janugary 2023, The table below shows fee levels for each role and how they cormpare to 2022

Chairman of the Board

Board fee

Senior Independent Director

Committee Chair

Committee members

o 2023 ~ 2022 %change
£3368,000 £336,000 0%
£71,400 £71,400 0%
£15,750 £15,750 0%
£25,000 £25,000 0%
£15,750 £15,750 0%
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Additional remuneration disclosures

Our approach to fairness and wider workforce considerations
This section of the report brings visibility of remuneration across the entire workforce together in one place. In this section, we
provide context to our director pay by explaining our colleague policies and our approach to fairness, including the foliowing:

the repu Lieueived by thig Lotnimilige on wider worktorce pay policies and whether the approach to executive remuneration
is consistent and the alignment of the incentives cperated by the Company with its culture and strategy;

- general pay ond conditions in the Group;
- gender diversity and pay gap; and
- comparison meatrics on executive and colleague remuneration.

In order for the Committee to carry out its oversight review of wider werkforce pay, policies and incentives the Committes
receives a report annually from the Company setting out key details of rernuneration throughout the Company. Details of the
information reviewed by the Committee and findings are set out below.

Overview of workforce remuneration and the Committee’s review
The table illustratés how the remuneration policy for executive directors cascades throughout the colleague population.

Avcragoe Varable pay?
increasc T
% of N basc Commission Annual Share

Collcague group N workforee sclaries schemaes borus plans? Pcnsion® Benefits®
Executive directors 0.1% 0.0% No All Yes Yes Yes
Sanior management 31% 78% No All Yes Yes ves
Management 18.4% W00% NO Al Nes Yes Yes
All other colleagues 78.4% 10.5% No Role dependent Yes Yes Yes

1 Bosgsa'gries
~ Base salarins are market competitive and dotermined with reference to roln type. location, responsibility (lovel), expar.cnce and markot practice
- Annual salary Ingreuses are applied on a1 equitable and sbyjactive basis dependent on role type
2 varioble pay
- Inling with our approcch to executive director remunerotion, o propertion of the remunaration of the vader warktoree 1s 10 the torm of vanables pary, Inked
© the achicvernent of stretehing targets that align with the Company's strategic goals
- Approumately @0% of the workforce benofits from variable pay which s inked to the Group's perfarmancs in the form of annual bonusas Variaky o pay
15 determened with reference to financial performance and/or the achiovernent of objectives which are aligned to the Group's strategic priontics
3 share plans
- Histancally, long-termancentive participation has been hmited since the Groap's vanable pay arrangnsments provids the strong inkage between
workforee rarnuneration and the Group's inancial performance andfor strategic priortios,
Allcolleaguns have access to share wwnership schemas (SAYE {on all-employoe plan cnabling colleagsles to save maonthly ang recoive an option o
purchase Group shares at a discount following @ minimum of three years) and SIP (an all-ermployee plan enab'ing the collnagues to purchase Group
shares on a monthly basis out of deductions from salaries, also receiving some Matching Awards from the Group)) but anly senior managemont
participatas in the RSP
4 Pension.
- KMaximumn empley e CONBURoNS ars consistent aoross the Group [maximurm 10% employsr contribution for the Group DC arrangements), with minar
deviations appropriotg for role type or tor histancal reasons There also exists o NEST pension arrangement.
Bonotfits:
- Consistent upproach applicd and determined with referenco to role type, market practice and senionty.

m

The tevels of rernuneration and the types offered will vary across the Company depending on a colleague’s level of seniority and
role. The Committee is not looking for o homogeneous approach; when conducting its review, it is paying particular attention to:

- whether the element of remuneration is consistent with the Company’s remuneration principles;
-~ if there are differences, whether they are appropriote; and

- whether the approachis fair and eguitable in the context of other colleagues.
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Directors’ Remuneration Report continued
Annual Report on Remuneration continued

Additional remuneration disclosures continued

Overview of workforce remuneration and the Committee’s review coritinuad
The key findings of the Committes's review for 2022 have been set out in the following table,

Elernent Findings

: . 1
Salary Average sulary increases for colleaguos acress the Company are being applied on an equitable and objective bass. i
incentives The rmajority of our colleagueas have the ability to share in the success of the Company through incentive

compensation in the form of variable pay linked to perfarmance

Shareholding Exacutive directors are required to adhere to mimmum sharcholding guidelines.
requirements

Pensions All colleagues ore eligible for enralment in o dehned contribution pensicn arrangement The CEO's current penaion
contribution has been reduced in order to achiove alignment with the wider warkiorca. The pension contributions for
the CFQ are vircady aligned o the wider workforce.

Benefits Benefits are offered according 1o the level of seniority of the rote In ine with markat practice. Qur bencfits offering
is broadly i ling with similar componies but our 'wellbeing' offering 1s compettive vs compdnies of & similar size

Having carried out a full review in 2022, the Committee is satisfied that the approach to remuneration across the Company is
broadly consistent with the Company’s principles of rermuneration and the pay. Further, in the Committee’s opinion the approdch to
executive remuneration aligns with the wider Company pay policy and there are no anomalies specific to the executive directors.

Communication and engagement with colleagues
The Board is committed to ensuring there is an open dialogus with our colleagues and the Committee has the authority to ask
for additional information from the Company in order to carry out iLs responsibilities,

The Colleague Forum is a long established arrangement to facilitate effective engagement between the Beard and the
workforce and to encourage workforce participation in shaping strategic initiatives and seek views on key decisions. It supports
the Group in satisfying Provisicn 5 of the UK Corporate Governance Code published in July 2018, as well as capturing meaningful
input and feedback from staff.

Our Colleague Forum has ceolleague representatives from acrass all areas and all levels of the business and meets quarterly.
The Designated Nan-Executive Colleague Champion (and Chair of the Customer, Culture and Ethics Committee (the CCE
Committee)} works closely with the Colleague Forum in his capacity as engagement sponsor on behalf of the Board to agree
arhythm of diglogue and meeting attendance to further cerment the link between the Colleague Forum and the Board.

Alongside the Colleague Farum, we cormmission an annual Colleague Engagement Survey, which is indepsndently administered
by People Insight, as a channel for colleague voice and feedback. The output from each Colleague Engagement Survay is
reviewed by the CCE Committee and appropriate actions are taken inresponse to any findings.

In 2022, the Commitiee conducted a review of the wider colleague remunsration and incantives with o key part being
consistency and fairness across the organisation via an appropriate framework. The conclusions of this review are currently
being implemented and they are bringing greater consistency, transparency and fairness across the Group.

In addition, this is the second year that the ‘Blueprint behaviours' performance management framework was used fully across
the Group to assess colleagues’ performance and determing bonus aliccations in line with the Group's values. Work has
continued on harmonising pay and benefits opportunities for equivalent roles across all areas of the business through the new
Group Reward framework which will be implemented in 2023 and 2024 Group-wide job levels have also been rolled out to help
drive consistency and create a more unified colleague experience and support talent mobility.

tiving Wage, equal opportunities and divarsity initiatives
A summary of the Company's general policies in relation to Living wage, equal opportunities and diversity initiatives are as follows:

Policy Description

Living Wage employer The National Living wage is the amaunt of money all collcagues aged over 26 are legally entitled to Gur policy
is to onsure thot oll colleagues, whotover thelr oge, are paid the Notionai Living Wage or above

Equal apportunities The Company is committed to an active egual opportunitios pohcy from recruitment and selection, through to training
and diversity ang development. performanca reviews and promaetion All docisions relating to employment prochices are objeclive,
initiatives free frorn bias and based solely upon work cnteria and individual merit The Company is respensive to the neods of its

colleagues, custorners and the community We arc an organisation which uses cveryone's talents and abilitios, and
whero diversity is valued The Company ensures its promotion and recruitment practices ore far and objective and
cnoourages the continuous development and training of its colleagues, as welt as the provision of equal opportunities
for the training and career dovelopment af ol colleogues. Further details are provided in the CCt Committee Report
on pages 100 to 102,
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Gender pay gap

We feel strongly about the importance of having a warkforce which represents the customers we serve. We hire from diverse
backgrounds, employing 51% men and 49% women across cur businass, and our recruitment policies, salary and bonus
structures are designed to be gender neutral.

The Group recognises that the key driver behind both our hourly rate and bonus gap is a higher proportion of male colleagues
In senior roles, and so we continue to remain focused on initiatives to increase femaole representation at senior managament
and leadership level This Group produced a-gender pay report in 2021 which was published at the end ot March 2022, We are
currently finishing the 2022 review which will be submitted at the end of March 2023,

The introduction of job levelling, and a consistent reward framework, means that we are better able to demonstrate that
across the Group, male and female colleagues are treated fairly. Our mean gender pay gap continuss to be driven by greater
reprasentation of males in senior roles Whilst the gender pay gap has decreased from 2021, there is still further improvement
possible, and our key focus to address this, is increasing female representation in senior roles. This is evidenced by our
commitment to the Women in Finance Charter.

Chief Executive Officer (CEO) pay ratio

For the purposes of caiculating the CEQ pay ratio, we have used Option A, which tckes into consideration full-time equivalent
basis of oll UK employees and provides representative result of the employee pay conditions across the Company. The ratios
have decreased in 2022 compared to 2021 mainly due to the reduction in the annual bonus outcomes for the CEO.

In assessing our pay ratio versus likely ratios from industry peers, we believe that we are comparable but note that annual
and long-term incentive payments have varied considerably amongst this group We recognise that ratios will be influenced
by levels of colleague pay and, in the sector, colleague pay will be lower than in many other sectors of the economy.

The key reason for the difference between 2022 and 2021 is the reduction in the annual bonus outcomes. In addition, the overall
change of shape of the business over the last 12 months has also had an impact.

The significant volatility in this ratic 1s caused by the [act that the CEO pay is made up of a higher proportion of incentive pay
than that of our colleagues, in line with the expectations of our shareholders. This introduces a higher degree of variability in his
pay each year which affects the ratio.

25th 75th
percentile Median  percentile
Yoor 7 o - . - o o - - - -~ - B o o ~ poy ratio pay ratic pay ratio
2022 (actual) 67.9:1 48.7:] 27.01
202! (actual) 7961 66.3) 4411
2022 {incl. target bonus) 55.7:1 41.00 22.41
2021 (incl. target bonus) 6451 53.81 36.81
Base salary and total pay and benefits for CEO and colleague percentiles
- - - w2
Base salary {£'000) 7580
Total pay and benefits (£'000) 2,396
Colleagues 2,762
Base salary (£'000)
Colleague at the 25th percentile 221
Colleague at the 50th percentile 28.1
Colleagus at the 75th percentils 54.8
Total pay and benefits (£7000)
Colleague at the 25th percentile 25.9
Colleague at the 50th percentile 36.0
Colleague at the 75th percentile 65.0

Total remuneration for each colleague was caleulated on a full-time equivalent basis and the lower quartile, median and
upper guartile colleagues wers identified as ot 31 December 2022, Overall annualised pay was compared to the CEC's annual
pay. Colleague total remuneration includes: basic salary, moterm’ty/potemity pay, annual cash bonus and benefits. The total
remuneration for the relevant colleagues was compared to that of the CEO

The Company believes that the meadian pay ratio for 2022 is consistent with the pay, reward and progression pelicies for the
Company's colleagues. We also considered the pay compasition of the colleagues who represent the median, lower and upper
quartiles and were comfortable that it fairly represents pay in the Company.
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Directors’ Remuneration Report continued
Annual Report on Remuneration continued

Additional remuneration disclosures continued

CEO and average colleague pay against total shareholder return (TsR)
The chart below shows the single figure of remuneration for our CEO over time rebased to 2012. We have also included our
TSR performance over this period cgainst the FTSE 250, based on E100 invested, The FTSE 250 was chosen as, in the opinion
of the Committes, the size and complexity of the Cormpany make this an appropriate tasis for comparisan.

Pay performance: TSR chart
{£:000)

Value (£) (rebased)

4]
Dee Der Dec Do Do Do Do
12 13 14 15 16 i7 =1

@ Vanquis Ranking Group plc - @ FTSE 290 {excl. investment trusts)  — CE

. 203 2014 2015 2016 2017 o
CEQ single figure of
rermuneration (£°000) 4985 5,594 7500 6,315 982
Annual bonusfearning
(% of maximurn) 89 100 @8 100 -
LTIS/RSP vesting
(% of maximum)* 100 100 100 100 -

Drexe
19

O pay

2018

1,387

2019

1507

Dee

20

Dec
21

2020

20

1972

bee
22

2022
2,396
78

100

* e REPZO20 is predicted ta vest in full butit shou'd te noted that there was o 16% reducton e number of shares (from the mﬂwnum) wihen granted in 2020

The greater volatility of our CEOQ pay is due to the higher preportion of incentive pay in his package compared with that of our
colleagues, which introduces a higher degree of variability in his pay each year versus colleagues. The above data incorporates

prior CEQ data before 2018.
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Percentage change in directors’ and colleagues’ remuneration

The Committee monitors the changes ygar-on-year between our directors' pay and average colleague pay. As per our Policy,
salary incredses applied 1o execultive directors will typically be in line with those of the wider workforce. in accordange with
The Companies (Directors’ Remuneraticn Policy and Directors' Remuneration Report) Regulations 2019, the table below shows
the percentage change in executive director and non-executive director total remuneration compared to the change for the
average of the percentage change for colleagues within the Cormpany. The comparator group is based on all colleagues.

Salary/fecs Taxable benefits Short-term variable pay
B o ) o 2_022 72&2}7 . 022 2(& B 20?_‘27 EZL

Executive directors
Malcolm Le May 5.0% 181% (6.3%) (51.2%) (14.6%) See below
Neeraj Kapur' (9.2%) (31.6%) 15.7% 54.9% (8.4%) See below
Non-executive directors
Patrick Snowball 5.0% (7.8%) 0% (87%) nfa nfa
Andred Blance 8.5% 5.4% 0% {50%) nja nfa
Elizabeth Chambers 48% 12% 43.5% 0% nfa nfa
Robert East (87.2%) 5.4% 0% nfa nfa nfa
Paul Hewitt 8.7% 51% 0% 50% nfa nfa
Margot Jameas 4.8% 130.6% 0% n/a nfa nfa
Angela Knight 8.7% 2.0% 0% nfa nfa nfa
Graham Lindsay 87% 8.4% 150% (30%) nfa nfa
Average colleague 8.4% 3% 58.7% 0.0% (5.2%) 123%

I The yoar-on-year %15 distorted due to the pnor year having an element retated to the buyout of the provious contact on GgRpointment As with tha CEO,
tne anrual pay rse for 2022 waos 5%
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Directors’ Remuneration Report continued
Directors’ Remuneration Policy

This section sets out the revised Directors’ Rernuneration Policy which will be put forward to shareholders at the 2023 AGM
for ¢ binding vote and, it approved, will apply from the 28 June 2023 for up to three years.

The current Directors’ Remuneration Paolicy for executive directors, the Chairman and independent non-executive directors was
approved at the AGM held on 3 Novernger 2020 and has applied for three years from thot dote. The Policy has continusd to
suppoert the delivery of our strategy.

Changes made to the current Policy since the 2020 sharehoider vote
At the AGM in 2020, the Directors’ Remuneration Policy received the support of 37.8% of sharsholders. The subsequent Directars’
Remuneration Reports received support from shareholders of 99.0% and 98 5% of shareholders at the 2021 and 2022 AGMs respectivaly.

The Committee conducted a review of the Policy in 2022 considaring the views of stakeholders, the strategic objectives of the
Group, the remuneration framework applicable to all colleagues, market benchmarking and best practice. Follewing careful
consideration, the Committee decided to retain a broadly unchanged Policy, making some small changes in order to align with
market practice and reinforce sustained long-term focus on our strategic goals. The proposed Policy will continue to support
the delivery of the Group’s business strategy and alignment to the interests of our shareholders.

Proposed Directors’ Remuneration Policy
The proposed Directors’ Remuneration Policy, to be effective from the date of the Group's AGM on 28 June 2023 {at 3pm in Bradford),
for up to three years, is set out below.

I I
Element and [ | . Performance conditions

. eration Maximum .

link to strategy | Operati ‘ axim and recovery provisions
Salary AN executive director's base There is no set maximum A broad assessment of
Provides a solary is set on appointment increqse; however, any increases  individual and business

bose level of
remuneration
10 SUpport
recruitment
and retention
of executive
directars with
the necessary
experience
and expertise
to deliver the

Group’s strategy.

142

and reviewed annually or when
there is o change in position
or responsibility.

When determining an appropriate
level of base salary, the
Committee considers.

- poy increasss for other
colleagues;

- remuneration proctices
within the Group;

- any change in scope, role
and responsibilities;

- the generg! performance
of the Group and
each individual;

- the experience of the relevant
director; and

- the economic environment,

Individuais who are recruited or
promoted to the Board may, on
occasion, have their salaries set
below the targeted Policy level
unti! they become established

in their role. In such cases
subsequent increases in base
salary may be higher than the
generalrises for colleagues untl
the target positioning is achievad,

will normaily be no higher than
the increase awarded to the
overall colleague population,

A greater salory increasa

may be appropriate in certain
circumstances, such s a new
appointment made on a salary
below a market competitive
level, where phased increases
are planned, or where there
has been anincrease in the
responsibilities of an individual.
Where increases are awarded
in excess of the wider colleague
population, the Committee will
provide an expianation in the
relevant Annual Reporton
Remuneration.

The Commiltee ensures that
rnaximnum base salary levels
are positicned in line with
companies of a similar size to
vanguis Banking Group and
validated against an appropriate
comparator group, so that they
are competitive against the
market. The Committee intends
to review the comparators each
year and will add or rarmaove
companies from the groups s it
considers appropriate. In general,
base salary increases for
executive directors will be in line
with the increase for colleagues.
However, larger increases

may be offered if there is &
rmaterial change in the size and
responsibilities of the role {which
covers significant changes in
Group size and/or complexity).
The Company will set out in the
section headed Implementation
of Directors’ Remunearation Policy,
in the following financial year,
the salaries for that year for
aach of the executive directors.

vanguis Banking Group ple Annual Report and Financlal Statements 2022

performance is used as part
of the salary review.

No recovary provisions apply.



Elementand
link to strategy

RBA

To deliver a laevel
of fixed pay
1eyuired Lo be
commensurate
with the role, skills
and exparience
of the executive
directors and

to maintain a
competitive total
remuneration
package
reflecting an
appropriate

rmix of fixed

and variable
pay in line with
regulatory
requirements.
Pension
Provides a fair
level of pension
provision for all
colleagues

Benefits
Provides @ market
standard level

of benefits.

Operation

RBAs are non-pensionable

and will be released in equal
instalments over a minimum of
three yearsin the tuno ol shaes,

The Company provides a pansion
contribution allowance that

is fair, competitive and in line
with corporate governance

best practice.

Pgnsion contributions will

be a non-consolidated
allowance and will not impact
any incentive calculations

Banefits include market
standard benefits.

The Committae recognises
the need to maintain suitable
flexibility in the benefits provided
to ensure it 1z able to support
the objective of attracting and
retoining personnel in order

to deliver the Group strategy.
Additional benefits which are
available to other colleagues

on broadly similar terms may
therefore be offered such
as relocation allowances
on recruitment.
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Maximum

The maximurm value of an
RBA for an individual is 26%
of base salary.

It should be noted that currently
it is only proposed that the

CEC will have an RBA of 15%

of base salary.

The maximum value of the
pensicn centribution aflowance
for executive directors will be
aligned to that of the wider
workforee (currently 10% per
annum). Where there is any
change to this rate then the
executive directors will be
entitled 1o receive the same
contribution, or cash equivalent
payment, which, for the
avoidance of doubt, could be
more than 10% of salary,

The Company will set out in the
section headed Implementation
of Remuneration Policy, in

the following financial year,

the pension cantributions

for that year for each of the
executive directors.

The maximum is the cost

of providing the relevant
benefits which includes
pension allowance, car
allowance, life assurance,
parmaneant health insurance
and medical insurance

Performance conditions
and recovery provisions

Linked to base salary.

No recovery provisions apply.

No performance or recovery
provisions applicable.

No performance or recovery
provisions applicable.

143

]JOdQH ugiplaunuwiey sio1dalg



Directors’ Remuneration Report continued
Directors’' Remuneration Policy continuad

Proposed Pirectors’ Remuneration Policy continued

Element and
link to strategy

Annual

Bonus Plan

The Annuadl Bonus
Plan provides

4 significant
incentive (o

the executive
directors linked to
achievernent in
delivering gouals
that are closely
aligned with

the Company's
strategy and the
creation of value
for shareholders.

In particular, the
Annual Bonus
Plan supports
the Company's
objectives
aliowing the
setting of annual
targets based
on the business
strategic
objectives

at that time,
meaning that a
wider range of
performance
metrics can be
used thatare
relevant and
achievable.

144
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f ‘ Performance caonditions

Operation

The Committee wili determine the

maximum annugl participation
in the Annual Bonus Plan for each
year, which will not excead 150%
of base salary.

The Company will set cutin the
section hegded Implementaticn
of the Directors’ Remuneration
Policy, in the following financial

year, the nature of the targets and

their weighting for each year

Detalls of the performance

measures, targets and their level
of satisfaction for the year being
reported on will be set out in the
Annuai Report on Remuneration

The Committee can determine
that part of the bonus earned
under the Annual Bonus Plan is
provided as an award of shares
under the Deferred Share Bonus
Plan elerment.

The minimum leve! of deferral

i2 40% of the bonus; however,

the Committee may determine
that a greater portion orin some
cases the entire banus be paid in
deferred shares.

The main terms of these
awards are’

- minimum deferral period
of three years;

~ deferred bonus will vestin
equal amounts over the
three-year period; and

~ the participant’s continued

employment at the end of the

deferral period unless he/she
s a good leaver.

Where regulations prevent the
payrnent of dividend equivalents
aver the vesting period, the
number of shares awarded will
be calculated by reference to a
discounted share price reflecting
the lack of entitlement to

dividends or dividend equivalents

In such circumstances, the
Committee has discraetion

to reduce (not increase) the
number of shares that vest if
actua! dividends paid over the
period are materially lower than
the criginal dividend assumption.

Maximum

The Committee will determine
the maximum annual
participation in the Annual
Bornus Plan for each year,
which will not exceed 160%

of base salory.

Percentages of bonus
maximum typically earned
for different levels of
performance are:

- minimum: 0%;
~  threshold up to 25%;
~ target 60%; and

~  maximum. 100%.
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| and recovery pravisions
The Annuai Bonus Planis
based en a mix of financial
and strategicfoperational
conditions and is measured
over o period of one financial
year. The financial measures
will gccount for no less than
50% of the bonus cpportunity,

The Committee retains
discretion in exceptional
circdmstances e change
performance measures and
targets and the weightings
attoched to performance
medsures part-way through
a performance year if

there is a significant and
material event which causes
the Committee to belleve
the original measures,
weightings and targets

are No longer appropriate.

Discretion may alsc be
exercised in cases where the
Committee beliaves that the
bonus cutcorme is not a fair
and accurate reflection of
business, individua! and wider
Company performance. The
axercise of this discretion may
result in o downward or upward
movement in the amount

of bonus earned resulting
from the application of the
performance measuras.

Any adjustments or discretion
applied by the Committee will
pe fully disclosed in the following
year's Remuneration Report.

The Committee is of the
opinion that given the
cormmercial sensitivity arising
in relation to the detailed
financial targets used for

the annual honus, disclosing
precise targets for the Annual
Bonus Plgn in advance would
not be in sharehelder interests.
Actual targets, performance
achieved and awards made
will be published at the end

of the performance periods so
shareholders can fully assess
the basis for any pay-outs
under the annual bonus.

Both the Annual Bonus Plan
and the DBF contain malus
provisions. In addition, the
Anpual Bonus Plon contoins
clowback provisions. Further
detailis set aut in the

Malus and claowback table



Element and
link to strategy

Restricted
share Plan (RSP)
Awards are
dasignod 1o
incentivise

the executive
directors over
the longer term
to successfully
implement the
Company's
strategy.

Operation

Awards are granted annually to
executive directors in the form
of conditional awards or options,
Aveards wost at the cmd ol u
three-year period subject to:

- the executive director’s
continued employment
at the date of vesting, and

- the satisfaction of an
underpin as determined by
the Committee whereby the
Committee can adjust vesting
for business, individua! and
wider Company performance.

A two-year holding period will
apply following the three-year
vesting period for ol awards
granted to the executive directors.

Upon vesting, sufficient shares
may be sold to poy tax on
the shares

Where regulations prevent the
payment of dividend equivalents
over the vesting period, the
number of shares awarded will
be calculated by reference to o
discounted share price reflecting
the lack of entitlement to

dividends or dividend equivalents.

In such circumstances, the
Committee has discretion to
reduce (notincrease) the number
of shares that vest if actual
dividends paid over the pericd
are materially lower than the
original dividend assumption.

Authority is given far the
Committes to make minor
amendments to the Restricted
Share Plan to ensure compliance
with any regulatory changes the
Company may become subject
to over the life of the Policy.

Maximum

Maximum value of 100% of base
salary per annum based on
the market value at the date

ul yrunt selin accordance

with the ruigs of the RSP

There are no performance
conditions on grant; however,
the Remuneration Committee
will consider prior yaar business
and persenal perfarmance to
determine whether the leve!

of grant remains appropricte

Performance conditions
and recovery provisions

No specific performance
conditions are required for

the vesting of restricted shares
bt there will be an underpin
as the Committee will have
the discretion to adjust
vesting, taking Into account
business, individual and wider
Company performance.

The Committee will take

into account the following
factors (amongst others)
when determining whether to
exercise its discretion to adjust
the number of shares vesting:

whether threshold
performance levels have
been achieved for the
performance conditions
for the Annual Bonus
Plan for ecch of the three
years covered by the
vesting period for the
restricted shares;

whether there have been
any sanctions or fines
Issued by a regulatory body,
participant responsibility
may be allocated
collectively or individually;

whether there has been
material damage to the
reputation of the Company;
participant responsibility
may be allocated
collectively or individually;

the potential for
windfall gains;

the level of colleague and
customer engagement
over the period; and

the level of achievernent
of our approach to E5G
as set out by the Board.

Ihe Committee retains
discretion to change the
factors being considered.

Awards are subject to clawhack
and malus provisions. Further
detail is set out in the Malus
and clawback table below.

The Committee will operate the Bonus Plan and the RSP within the Policy detailed above and in accordance with their respective
rules. In relation to the discrations included within the Plan rules, these include, but are nat limited to: (i) who participates in the
Pians; (i) testing of tha relevant perfoermance targets; (i) undertaking an onnual review of performance targets and weightings;
(iv) the determination of the treatment of leavers in line with the Plan rules; (v) adjustments to existing performance targets
andfor share awards under the Plans if certain relevant events take place (e.g. a capital restructuring, a material acguisitionf
divestment, etc.) with any such adjustments to result in the revised targets being no more or less challenging to achieve; and
{vi) dealing with a change of control.

In addition to the operational discrations that the Committee can exercise in the performance of its duties {including those
set out in the Plan ru\es), the Committee reserves the right to make sither minor or administrative amendments to the Policy to
benefit its operation or Lo make mere material amendments in order to comply with new laws, regulations and/for regulatory
guidance. The Cormmittee would only exercise this right if it believed it was in the best interests of the Company to do so

and where it is not passible, practicable or proportionate to seek or owait sharehalder approval in a General Meeting.
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Directors’ Remuneration Report continued
Directors’ Remuneration Policy continued

Legacy remuneration arrangements
All variable remuneration arrangements previously disclosed in prior years’ Directors’ Remuneration Reports will remain eligible
1o vest or become payable on their original terms and vesting dates, subject 1o any related clowbuock provisions.

Shareholding requirement

The Committee already has in place strong shareholding reguirements (as a percentage of base salary) that encourages
executive directors to build up their heldings over a five-year period. Adherence 10 these guidelines is a condition of continued
participation in the equity incentive arrangements. This policy ensures that the interests of executive directors and those of
shareholders are closely aligned. In addition, executive directors will be required to retain 50% of the posi-tax amount of vested
shares from the Company incentive plans until the minimum shareholding requirement is met and maintained. The following
table sets out the minimum sharehelding requirements:

I
Role shareholding requirement (percentage of base salary)
| P d

Executive directors 200%

Malus and clawback

Malus is the adjustment of the Bonus Plan payments or unvested long-term incentive awards (including RSP awards) or the
imposition of additional conditions because of the occurrence of one or more circumstances listed below. The adjustment may
result in the value being reduced to nil

Clawback is the recovery of payments made under the Bonus Plan or vested long-term incentive awards {inciuding RSP awards)
as aresult of the occurrence of one or more circumstances listed below.,

Clawback may apply to all or part of @ participant’s payment under the Bonus Plan, RSP or LTIS award and may be effected,
among other means, by regquiring the transfer of shares, payment of cash or reduction of awards or bonuses. The circumstances
in which malus and clawback could apply are as follows:

- discovery of a material misstaternent resulting in an adjustment in the cudited occounts of the Group or any Group company;

— the assessment of any vesting condition or condition in respect of an award under the Plan was based on error, or
incccurate or misleading information,

- the discovery that any information used to determine the award was based on error, of inaccurate or misleading information,
- action or conduct of a participant which amounts to fraud or gross misconduct;

- events or the behaviour of o participant have led to the censure of o Group company by a regulatory authority or have had
a significant detrimental impact on the reputation of any Group company provided that the Committee is satisfied that the
relevant participant was responsible for the censure or reputational damage and that the censure or reputational damage
is attributable to the participant;

- failure of risk managernent including but not limited to a material breach of risk appetite and regulatory standards;
- materiat downturn in business performance as determined by the Committeeg; or

- corporate failure.

Annual bonus (cash) Annual bonus {deferred shares) [ Restricted shares

Malus Up to the date of the To the end of the three-vear To the fifth anniversary of the award date.

cash payment. vesting period.
Clawback  Two years post the date Clawback applies for a period Two years following the fifth anniversary
of any cash payment. of seven years, extendabie up of the award date.

to one year.

The total malus and The total malus and clawback

clawback period may be The total malus and clawback period may be extended to 10 years
extended 1010 years where period may be extended o 10 years where there is an ongoing internal
there is an ongoing internal wheare there is an angoing internal or regulatory investigation.

or reguiatory investigation. or regulatery investigation.

The Committee believes that the rules of the Plans provide sufficient powers to enforce malus and clawback where required.
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Loss of Office Policy

when censidering compensation for loss of office, the Committee will always seek to minimise the cost to the Company whilst
applying the following philosophy.

Remuneration element

Generul

Salary, RBA,
benefits
and pension

Bonus cash

Treatment on cessation of employment

Thwe Corrnnillee will hohour executive directors’ contractual entitlerments Service contracts do not
contain iiquidated daomages clauses. if a contract is to be terminated, the Committee will determine
such mitigation as it considers fair and reasonable in each case. There are no contractual
arrangements thot would guarantee o pension with limited or no abaternent on severance or early
retirement. There is no agreement between the Company and its directors or colleagues, providing for
compensation for loss of office or empleyment that occurs because of a takeover bid. The Committee
reserves the right to make additional payments where such payments are made in good faith in
discharge of an existing legal obligation (or by way of damages for breach of such an obligation);

or by way of settlernent or compromise of any claim arising in connection with the termination

of an executive director's office or employment

These will be paid over the notice period. The Company has discration 1o make a lump sum payment
in lieu {excluding the RBA).

Other reason Discrotion

Good leaver roascn _ o
Performance No bonus The Committee has discretion to determine:
conditions will be payable for . . .

- sa | g
measured ai the the year of that an executive director is a good legver. Itis the

Committee’s intention to only use this discretion in
circumstances where there is an appropriote business
case which will be explained in full to shareholders; and

bonus measurement  cessation.
date. Bonus will
normally be pro-rated

for the period - whether to pro-rate the bonus to time. The Committee’s
worked during the normal policy is that it will pre-rate bonus for time.
financial year. Itis the Cormmittee’s intention to use discretion to

not pro-rate in circumstances where there is an
appropriate business case which will be explained
in full to sharehalders.
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Directors’ Remuneration Report continued
Directors’ Remuneration Policy continued

Loss of Office Policy continued

Remuneration element | Treatrnent on cessation of employment

Bonus deferred Good leavel reason _Otherreason - Discretion - . -
share awards All subsisting Lapse of any The Committee has discretion to:
defgrred share unvested

- determine that an executive director is o good leaver.
It is the Committeg’s intention to only use this discretion
in circurmnstances where there is an appropricte business
case which wili be explained in full to shareholders;

awards will vest, deferred
share awards.

- vest deferred shares at the end of the original deferral
period or atthe daote of cessation. The Committee will
make this determination depending on the type of
good leaver reason resulting in the cessation; and

- determine whethar to pro-rate the maximum number
of shares 1o the time from the date of gront to the date
of cessation The Commities’s normal policy is that it
will not pro-rate awards for time. The Committee will
determine whether or not to pre-rate based on the
circumstances of the executive director’s departure.

Restricted Googlc;ovar rcason Othar 1eason Discret\OLV ~ _ o o
Share Plan The award will No gward The Cornmittee discretion to determineg:
For the year - ! . . .

Y rormally be pro-rated for year of - that an executive director is a good lecaver. It is the

of cessation for the period cessatien.
worked during the
financial year.

Committee’s intention to only use this discretion in
circumstances whare there is an appropriate business
case which will be explained in full to shareholders;

- wheather to pro-rate the Company award to time
The Committee’s normal palicy is that it will pro-rate
for time. Itis the Committee's intention to use discretion
to ngt pro-rate in circumstances where there is an
appropriate business case which will be explained
in fult to shareholders; and

- whether the awards vest on the date of cessaltion
or the original vesting date. The Committee will make
its determination based, amongst other factors,
on the reason for Lthe cessation of employment.

Restricted Good leaver reoson ~Other reason ,f,[’igmo.ﬂ?.” o _ _
Share Plan Awards will be Unvested The Committee discration to determine:
Subsisting awards - i i . .

9 pro-rated to time awards wil that an executive director is a good leaver. It is the

and will vest on their  be forfeited
original vesting dates  on cessation
and remain subject of employment,
to the halding period.

Committee’s intention 1o only use this discretion in
circumstances where there is an appropriate busingss
case which will be explained in full to shareholders;
Vested awards
will remain
subject to the
holding period.

whether to pro-rate the award to the date of cessation.
The Committee’s normal palicy is that it wilf pro-rate,
The Committee will determine whether to pro-rate
based on the circumstances of the executive
director's departure;

- whether the awards vest on the date of cessation
or the original vesting date. The Committee will make
its determinaticn based, amongst other factors, on
the recson for the cessation of employment; and

- whether the holding period for owards applies in part
orin full. The Committes will make its determination
based, amongst other factors, on the reascn for the

cessation of employment

Other contractual There cre no other contractual provisions other than these set out above agreed prior to 27 Juneg 2012,
obligations
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The following definition of leavers will apply to all the above incentive plans. A good leaver reason is defined as cessation

in the following circurnstances:

- death;

- il health;

— injury or disability,

- aetiernent with uyreeinignt ol the enpluying Sroup cuipully,

- employing company ceasing to be a Group company;

- transfer of employment to a company which is not a Group company; and

- atthe discretion of the Cornmittee (as described above)

Cessation of employment in circumstances other than those set out above is cessation for other reasons.

Change of Control Policy

Name of incentive plan . Change of control

Cash awards Pro-rated to time and performance
to the date of the change of control.

Deferred share awards The nurnber of shares subject to
subsisting deferred share awards will
vest on o change of control pro-rated
for time and performance against
any underpins.

Restricted shares The number of shares subject to
subsisting RSP awards will vest on
a change of control pro-rated for
time and performance against
any underpins.

Discretion

The Committee has discretion regarding whether to
pro-rate the bonus to time. The Committee’s normal
policy Is that it will pro-rate the bonus for time. It is
the Cornmittee’s intention to use its discretion 1o
not pro-rate in circumstances only where there

is an oppropriate business case

The Cermmittee has discretion regarding whether to
pro-rate the RSP awards for time The Committee’s
normal policy is that it will pro-rate the Restricted
Share Awards for time. It is the Committae’s intention
lo use its discretion to not pro-rate in circumstances
only where there is an appropriate business case.
The Committee alsa has discretion to consider
attainment of any underpins.

The Committee has discretion regarding whether
to pro-rate the RSP awards for time. The Committea’s
normal policy is that it will pro-rate the restricted
share awards [or time. 1t is the Committee’s intention
to use its discretion to not pro-rate in circumstances
only where there is an appropriate business case.
The Committee also has discretion to consider
attainment of any underpins.
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Directors’ Remuneration Report continued
Directors’ Remuneration Policy continued

Recruitment and Promotion Policy

The Company’s principle is that the remuneration of any new recruit will be assessed in line with the same principles as

for the executive directors, s set out in the Directors’ Rermuneration Policy table. The Committee is mindful that it wishes to
avoid paying more than it considers necessary to secure o preferred candidate with the apprapriate calibre and experience
needed for the role. In setting the remuneration for new recruits, the Committee will have regard to guidelines and shareholder
sentiment regarding one-off ar enhanced shart-term or long-term incentive payments as well as giving consideration for the
appropriateness of any performance measures associated with an award. The Company's policy when setting remuneration
for the appointment of new directors is summarised in the table below:

Remuneration element Recruitment policy

Salary, RBA, benefits and pension Salary, RBA, benelits and pension can be set up to and in line with the policy for
existing executive directors. Moximum pension contribution will be aligned to
that of the majerity of colleagues.

The RBA will cease to be an element of our remuneration if the Directors’
Rermmuneration Policy is approved at the 2023 AGM.

Annual bonus Maximum annual participation will be set in line with the Company's policy
for existing exscutive directors and will not exceed 150% of base salary.

Restricted shares Maxirmum annual participation will be set in line with the Company’s policy
for existing executive directors and will not exceed 100% of base salary for
restricted shares.

Maximum variable remuneration The maximum variable remuneration which may be granted is the sum of the
annucl bonus and restricted shares award (excluding the value of any buyouts).
For the proposed Policy under the Restricted Share Plan, the maximum variable

‘Buyout’ of incentives forfeited Where the Committee determines that the individual circumstances of

on cessation of employment recruitmem justifies the provision of buyout, the equiva!ent value of any ‘
incentives that will be forfeited on cessation of an executive director’s previous
employment will be calculated taking intc account the following:

- the proportion of the performance period completed on the date of the
executive director's cessation of employment;

- the performance conditions attached to the vesting of these incentives
and the likelihood of them being satisfied; and

- gny other terms and conditions having a material effect on their value
(lopsed value).

The Committee may then grant up to the same value as the lapsed value, where
possible, under the Company's incentive plans. To the extent that it was not
possible or practical to provide the buyout within the terms of the Company’'s
existing incentive plans, a bespoke arrangement would be used

Relocation policies In instonces where the new executive director is reguired to relocate or spend
significant time away from their normal residence, the Company may provide
one-off compensation to reflect the cost of relocation for the executive director.
The level of the relocation package will be assessed on a case-by-case basis
but will toke into consideration any cost of living differences/housing allowance
and schooling and will not exceed a period of two years from recruitment.

Where an existing colleague is promoted to the Board, the Palicy set out above would apply from the date of promation but there
would be no retrospective application of the Policy in relation to subsisting incentive awards or remunearation arrgngements.
Accordingly, prevailing elements of the remuneration package for an existing colleague would be honoured and form part of the
ongoing remuneration of the person concerned. These would bs disclosed to shareholders in the Directors’ Remuneration Report
for the relevant financial year.

The Company’s policy when setting fees for the appointment of a new Chairman or nen-executive directors is to apply the policy
which applies to current Chair or non-executive directors.

Service contracts and letters of appointments

The Committee’s policy for setting notice pericds is that normally they will bs a maximum of 12 months. The Committee may in
exceptional circumstances arising on recruitment, cllow a longer periad, which would in any event reduce to 12 months following
the first year of employment. The non-executive directors of the Company do not have service contracts. The non-executive
directors are appointed by letters of appointment. Each independent non-executive director’s term of office runs for a
three-year period,

the Company follows the UK Corporate Governance Code's recomnmendation that oll directors be subject to annual
regppointment by shareholders.
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Executive dircctors
Guarantead paymenits on

Narna o Date of contract ___Company notice Executive notice  change of control of cessation
Malcolm Le May (CEO) 1February 2018 12 months 12 months None
Neetd} Kapur (CFO) 1 April 2020 12 months 12 months Nene

Terms of appointment of the non-executive directors

Narne ] Appointraent o __Data of maost recent term_Expected (and actual) dete of expiry
Elizabeth Chambers 31 July 2018 30 June 2021 30 June 2024
Paul Hewitt 31.July 2018 30 June 202i 30 June 2024
angsla Knight 31 July 2018 30 June 2021 30 June 2024
Patrick Snowhall 21 September 2018 21 May 2022 21 May 2028
Sraham tindsay 1 April 2018 30 June 2022 30 June 2025
Andrea Blance 1March 2017 27 February 2023 27 February 2026
Margot James 27 July 2020 27 July 2020 28 June 2023

Policy on other appointments

ExeCutive directars are permittad to hold non-executive directorships but may only hold one non-executive directorshipin o
listed company — and may retain the fees from their appointment, provided that the Board considers that this will not adversely
affect their executive responsibilities.

Consideration of employment conditions elsewhere in the Group

Each year, prior to reviewing the remuneration of the executive directors and the members of the executive teamn, the Committae
considers a repari prepared by the Group Reward Director detailing base pay, beneflts and share scheme practice across the
Caompany. The repart pravides an averview of how celleague pay compares o the market and any materiol changes during the
yedr und includes detailed analysis of basic pay and variable pay changes within the UK.

while the Company does not directly consult with colleagues as part of the process of reviewing executive pay and formulating
the Remuneration Policy, the Company does receive an update and feedback from the broader colleague population on an
annual basis using an engagement survey which includes g section relating to remuneration. In addition, the Company receives
feedback from the Ceolleague Engagement Forum.

The Group aims to provide a remuneration package for all colleagues that is market competitive and operales the same care
structure as for the executive directors. The Group operates colleague share and voriable pay plans, with pension provisions
provided for all executive directors and colleagues. In additien, any salary Increases for executive directors are expacted to be
generally in line with those for Uk-based collsagues. The Committee annually publishes a section on fairness, diversity and wider
workforce considerations as part of the Directors’ Remunsration Report.

Andrea Blance -
Remuneration Committee Chair h_'
30 March 2023
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Finoncial statements

Consolidated income statement
For the year ended 31 December

Continuing operations

Intarest incnme

Net interest income

Fee and cormmmission incormne
Fee and commission expense

MNet fee and cammission income

Other income and net fair valus gains

Total income

Note

w

IS

oA

Group
2022 202
) £m - £m
486.0 4739
{58.8) (53.0)
4281 4209
47.0 603
(2.8) (29)
442 57.4
8.4 04
480.7 4787

Impairment charges 13 (66.1) (50.4)
Risk-adjusted income 414.6 4283
Operating costs (304.5) {2861)
Protit betore taxation from continuing operations 16 noa 1422
Profit before taxation, amortisation of acquisiticn intangibles and exceptional items 16 126.6 1678
Amortisation of acquisition intangibles 19 {7.5) (75)
Exceptional iterns 1 {9.0) (18&
Tax charge 7 (27.8) (7.6
Profit for the year from continuing operations 82.3 1345
Loss after tax from discontinued operations 2 (4.9) (166.7)
profit/{loss) for the year attributable to equity shareholders 77.4 (320
Consolidated statement of comprehensive income
For the year ended 31 December
__Group
2022 2021
o . S ~ L Noto Em ~_Em
Protit/(loss) for the year attributable to equity shareholders 77.4 {321)
Iltems that will not be reclassified subsequently to the income statement:
- cctuarial moverments on retirerment benefit asset 21 {84.2) 271
— fair value movements transferred to incorme staternent 15 - (52)
- tax on iterns taken directly to other comprehensive income 7 16.0 {38)
- impact of change in UK tax rate on items in other comprehensive income 7 5.0 (6.4)
Other comprehensive {expense)fincome for the year (63.2) n7
Total comprehensive income/{expense) for the year 14.2 (20.4)
Earnings/(loss) per share
Far the year ended 31 December
- Group -
2022 2021
I _ _ . Note  pence pence
Basic 8 30.8 (128)
Diluted 8 30.5 (12.8)

The above sarnings/({loss) per share is on a Group basis including discontinued aperations.
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Financial statements continued

Dividends per share
For the year ended 31 December
Group_
2022 2021
L . o . _ o ~ Mota pance _parge
interim dividend °] 5 12
Final dividend 2] 10.3 -
The tatat cost of dividends pald In the year was £42.8m (2021; £nil).
Balance sheets
Group Cormparny
At At At At
Noecember 31 Decemnber  Slhecember 3 Decamber
2022 2021 2022 2021
o Note £m £m __Em £m
ASSETS
Cash and cash equivalents 12 464.9 nz 41 2066
Armounts recelvable from custorners 13 1,888.1 18727 - -
Trade and other recaivables 4 50.6 188 1197.9 10532
Investments held at fajr vatue through profit and loss 5 10.7 9l - -
Current tax asset 1.8 - - -
Property, plant and equipment ® 8.3 84 0.9 12
Right of use assets i 324 479 127 153
Goodwil 18 n2 n2 - -
Other intangible assets 18 633 523 23 -
Investmant in subsidiaries 20 - - 2074 2254
Retirerent benafit asset il 30.7 nzz 30.7 n22
Derivative fincancial instruments 22 n3 33 - -
Deferred tax assets 23 14.5 B89 - -
TOTAL ASSETS 1 2,655.9 27253 1/456.0 16139
LIABILITIES AND EQUITY
Liabilities
Trade and other payables 24 628 956 3043 3867
Current tax liabilities - 38 - -
Provisions 5 5.2 721 01 a5
Lease liabilities 26 493 8.9 8.7 8.9
Retall deposits 7 1,100.8 10856 - -
Bank and other borrowings 27 815.4 8452 §65.8 3963
Denvative financial instrurnents 22 153 - 15.3 -
Deferred tax llabliitios 23 - - 83 228
Total labliides 1 20486 2,084.1 707.86 8270
Equity attributable to owners of the parent
Share capital . 29 62.6 628 52.8 62,86
Share premium 2738 2733 273.6 2733
Merger reserve 278.2 278.2 280.5 280.5
Other reserves 31 12.4 8.8 ne 8.0
Retained eamings (9.5) 7.3 130.3 1715
Total equity 1 607.2 6312 748.5 7868
TOTAL LIABILITIES AND EQUITY 2,856.8 27253 1,456.0 1613.98

In accordance with the exemption allowad by section 408 of the Companles Act 2006, the Company has not presented its
own income statement or statement of othar cormprehensive income. The retained profit for the financial year reported in the

financial statements of the Company was £64.1m (2021: £27m).

a ed on its bahalf by:

The financial statements on poges 153 to 219 were iprova

Maidelm Le Klay
chief Executive Officer
Company Number - 668987
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Chief Finance Officer



Statements of changes in shareholders’ equity

Share Share Merger Other Rotained
copital premium reserve rOSErves earmings Total

Group o i hote  Em €M __EmM _Em o £m _fm
At 1 January 202 526 2732 2782 14.6 291 6477
Loss fun thie yeu - - - (3z0) (371
Other comprehensive income/(expense):
— actuarial movements on retirerment benefit asset 21 - - - - 27 271
- fair value movements transferred to

income staterment 5 — — - (52) - (5.2)
- tax on itermns taken directly to other

comprehensive income 7 — — — 1.4 (5.2) (38)
~ impact of change in UK tox rate 7 - - - - (6.4) (6.4)
Other comprehensive (expensa)/income for the year - - — (3.8) 155 n.7
Total comprehensive expense for the year - - - (3.8) (16.6) (20.4)
Issue of share capital - Ql — - - o
Share-based payment charge 30 - - - 38 - 38
Transfer of share-based payment reserve on vesting
of share awards — — - {4.8) 48 -
At 31 December 2021 52.6 2733 2732 9.8 17.3 531.2
At 1 January 2022 52.6 2733 278.2 9.8 17.3 631.2
Profit for the year — — - - 77.4 77.4
Other comprehensive expense:
- actuarial movements on retirement benefit asset 21 — — — - (84.2) (B4.2)
- tax on iterns taken directly to other

comprehensive income 7 - - - - 16.0 16.0
- impact of change in UK tax rate 7 - - - - 5.0 5.0
Other comprehensive expense for the year - - — - {63.2) (83.2)
Total comprehensive income for the year — - - - 14.2 14.2
Dividends — - — - (42.8) {42.8)
Purchase of own shares - - — - {0.7) {0.7)
Issue of share capital - 0.2 - - - 0.2
Share-based payment charge 30 - - - 5.1 - 51
Transfer of share-based payment reserve on vesting
of share awards - — — {2.8) 25 -
At 31 December 2022 52.6 273.5 2782 12.4 {9.5) 607.2

Goodwill arising on acquisitions prior to 1 January 1998 was sliminated against shareholders’ funds under UK GAAP and was not
reinstated on lransition to IFRS. Accordingly, retained earnings are shown after directly writing off cumulative goodwill of £1.6m.
In addition, cumulative goodwill of £2.3m has been written off against the merger reserve in previous years

The rights issue in April 2018 was undertaken through a cash box structure which allowed merger relief to be applied to the issue
of shares rather than recording share premium. The full merger reserve is now considered distributable.

Other reserves are further analysed in note 31
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Financial statements continued

Statements of changes in shareholders’ equity continued

Share Share Merger Other Retained
capital  premium reserve reserves carmings Toro)

company__ — . Noww ~_ em Em  fm__  fm  _fMm _ EM
A1 January 2021 526 2732 2805 10.0 1525 7688
Profit for the year - - - 27 27
Cther comprehensive income/(expense):
- actuarial movernents on retirement benefit asset 21 - - - 271 271
- tax on items taken directly to other

comprehensive income - — - - (5.2) {5.2)
- impact of change in UK tax rate - - - - (6.4) (6.4)
Other comprehensive income for ihe year - - - - 155 155
Total comprehensive income for the year - - - - 182 182
lssue of share capital - 0l - - - 01
Share-baosed payment charge 30 - - - 17 - 17
Transfer of share-based payment reserve on vesting
of share awards - - - (0.8) 08 -
Shore-based payment movement in invastment
in subsidiariss - - - (1.9} - 19)
At 31 December 2021 526 2733 2805 8.0 115 7869
At 1 January 2022 52.6 2733 280.5 8.0 171.5 786.9
profit for the year - - - — 64.1 64.1
Other comprehensive expense:
—- actuarial movements on retirement benefit asset 21 — — — - (84.2) {84.2)
— 1ax en items taken directly to other

comprehensive income - - - - 16.0 16.0
- impact of change in UK tax rate - - — — 5.0 5.0
Other comprehensive expense for the year - - - - (63.2) {63.2)
Total comprehensive income for the year - - - - 0.9 0.9
Dividends - - — - {42.8) (42.8)
Purchase of own shares - - - - (0.7) (0.7)
Issue of share capital - 0.2 - - - 0.2
Share-based payment charge 30 - - - 2,9 - 2.9
Transfer of share-based payment reserve on vesting
of share awards - — — (1.4) 1.4 -
Share-based payment movement it investment
in subsidiaries - — - 11 - 1.1
At 31 December 2022 52.6 2735 280.5 1.6 130.3 748.5

Other reserves are further analysed in note 31,
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Statements of cash flows
For the year ended 31 December

Sroup - Cormnpany .
2022 2021 2022 2021
Nate £m Em £m £m
Cushi Muves liunn upeuli 1y utlivilies
Cash (used in)/generated from operations 34 (144.3) 2405 (106.6) (n0.g)
Finance costs paid (47.2) (713) (30.6) (29.7)
Finance income received - — 57.2 517
Tax paid (13.4) (81) — -
Net cash (used in)/generated from operating activities (204.9) 1631 {80.0) (88.9)
Cash flows from investing activities
Purchase of intangible assets 8 {29.2) (24.8) (2.3) -
Purchase of property, plant and equipment 16 (3.8) (1.3) - -
Proceeds from disposat of property, plant and equipment 16 - 38 - -
Cash placed on deposit - — (90.0) -
Dividends received from subsidiaries 32 — - 5.3 88.8
Net cash (used in)/generated from investing activities (32.8) (223) 23.0 88.8
Cash flows from financing activities
Proceeds from bank and other borrowings 485.5 /46.0 — 1975
Repayment of bank and other borrowings {443.9) (1.0818) (30.0) (175.2)
Loan from subsidiaries - — - 1282
Payment of lease liabilities {10.8) (2.8) (2.2) (3.0}
Dividends paid to Company sharehalders {42.8) - (42.8) -
Repayment of loan from subsidiaries - — {70.0) -
Purchase of own shares for share awards (0.7) — {0.7) -
Proceecls from issue of share capital 29 0.2 0l 0.2 [SA
Net cash (used in)/generated from financing activities (12.5) (345.0) (145.5) 1476
Net {decrease)/increase in cash, cash equivalents and overdrafts (250.2) (204.2) {202.5) 1475
Cash, cash equivalents and overdrafts at beginning of year Nnaa 918.3 206.6 581
Cash, cash equivalents and overdrafts at end of year 463.8 7141 4.1 2066
Cash, cash equivalents and overdrafts at end of year comprise:
Cash at bank and in hand 12 77 4.1 206.6
Overdrafts (held in bank and other borrowings) 27 (3.8) — —
Total cash, cash equivalents and overdrafts 7141 4.1 206.6

Cash at bank and in hand includes £420.5m (2021 £414.8m) in respect of the liquid assets buffer, including other liquidity
resources, held by Vanqguis Bank Limited in accordance with the PRA's liquidity regime,
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Statement of accounting policies

General information

The Company is a public limited company incorporated

and domiciled in the UK. The address of its registered office

is No. 1 Godwin Street, Bradford, England BD1 25U. The Company
is listed on the London Stock Exchange

Basis of preparation

The financial statements of the Group and Company are
prepared in accordance with internatianal accounting
standards as adopted by the UK, International Financial
Reporting Interpretations Commitiee (IFRIC) interpretations
and the Companies Act 2008.

The financial statements have been prepared on a going
concern basis under the historical cost convention, as
modified by the revaluation of derivative financial instruments
and investments held at fair value through profit and loss.

In assessing whether the Group is a going concern, the
directors have reviewed the Group’s corporate plan as
approved in December 2022, In doing so, the Board reviewed
detailed forecasts for the three year period to December
2025 and aiso considered less detailed forecasts for 2026 and
2027. These higher level outer year forecasts do not contain
any information which would cause different conclusions to
be reached over the longer-term viability of the Group. The
assessment included consideration of the Group's principal
risks and uncertainties, with a focus on capital and liquidity.

The directors have clso reviewed the Group's stress testing
projections which are based on a severe but plausible
scenario. The stress test scenario envisages that the UK
economy enters a period of stagflation in 2023 with inflation
rising to approximately 17% and the UK Bank Rate rising to 6%.
As a result, the UK unemployment rate rises to approximaotely
8.5% This shows that the Group is able to maintain sufficient
capital headroom above minimum requirements. The
directors have reviewed the Group's reverse stress testing
projections to the point of non-viability, which concluded
that the Group's viability only comes inte question under

an unprecedented macroeconomic scenario,

The Group and Company’s principal accounting policies under
IFRS have been consistently applied to all the years presented.

Change in presentation of income statement

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

The impact of new standards not yet effective

and not adopted by the Group from 1 January 2023
There are no new standards not yet eftective and not adopted
by the Group frorm | January 2023 which ore expected to have
a material impact on the Group.

Basis of consolidation

The consolidated Income statement, consolidated statement
of comprehsnsive income, balance sheet, statement of
changes in sharehoclders” equity, statement of cash flows
oand notes to the financial statemenits include the financial
staterments of the Company and all of its subsidiary
undertakings drawn up from the date control posses

to the Group until the date control ceases.
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Control is achieved when the Group:
- hasthe power over the investes;

- is exposed, or has rights, to variable returns frorm
its involvement with the investee; and

- has the abiiity to use its power to affect returns.

Al intra-group transactions and balances and unrealised
gains on transactions between Group companies are
eliminated on conscligation.

The accounting policies of subsidiaries are consistent
with the accounting policies of the Group.

Interestincome
Interest income is earnad from credit cards, personal loans
and vehicle finance products.

Interestis calculated on credit card advances to customers
using the effective interest rate on the daily balance
outstanding

within vehicle finance and loans, interest income on customer
recelvables is recognised using an effective interest rate.

The effective interest rate is calculated using estimated

cash flows. Directly attributable incremental issue costs are
also taken into account in colculating the effective interest
rate. Interest income continues to be accrued on impaired
receivables using the original effective interest rate applied

to the loan’s carrying value until revenue equal to the loan's
original service charge has been fully recognised.

Interest income is recognisaed on the gross receivable when
accounts are in IFRS 9 stages 1 and 2 and on the net receivable
for accounts in stage 3. Accounts can only move between
stages for interest income recognition purposes at the Group's
interim or year-end balance sheet date.

Cirectly attributable acquisition costs are capitalised as part
of receivables and amortised over the life of the loanas a
deduction to interest income.

Group interest incorme excludes value added tax and
intrg-group transactions.

Company interest income includes intra-group transactions.

Fee and commissionincome

Fee and commission income is earned from credit cords and
is recognised at the time the charges are made to customers
on the basis that the performance obligation is complete.

Group fes income excludes value added tax and intra-group
transactions.

Gther income and net fair value gains

Other income and net fair value gains principally comprises
interest received from Vanquis Bank Limited's liguid assets
buffer, held in the Bank of England central reserve account,
and net fair value gains recognised in relation to the Groups
derivative financial instruments.

Interest expense

Interest expense principally comprise the interest on retail
deposits, bank and other borrowings, securitisation and,
for the Company, intra-group loan arrangements, and are
recognised on an effective interest rate basis.

Dividend income
Dividend income is recognised in the income statement when
the Company’s right to receive payment is established.
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Goodwill
All acquisitions are accounted for using the purchase method
of accounting.

Goodwill is an intangible asset and is measured as the excess
of the fair value of the consideration over the fair value of the
acquired identifiable ossets, llobilities and contingent liabilities
al the date of acquisition. Gaing and Iossas on the disposal of
a subsidiary include the carrying amount of gocdwill relating
to the subsidiary sold.

Goodwill is allecated to cash-generating units for the
purposes of impairment testing. The allocation is made to
those cash-generating units or groups of cash-generating
units which are expected te benefit from the business
combination in which the goodwill arose.

Goodwill is tested annually for impairment and is carried at
cost less accumulated impairment losses. Impairment is
tested by comparing the carrying value of the asset to the
discounted expected future cash flows from the retevant
cash-generating unit Expected future cash flows are derived
from the Company's latest budget projections and the
discount rate is based on the Company's risk-adjusted cost
of equity at the balance shest date.

Investments in subsidiaries

The Company’s investments in subsidiaries are stated at cost
less provisions for impairment where required. Impairment
provisions reflect the shortfall between the carrying value of
the investment with the higher of: (i) fair value less costs to sell;
and (i) value in use of the subsiciary.

Leases

The Group and Company as a lessee

The Group and Company assess whether a contract contains
alease at inception of a contract. A right of use asset and

a corresponding liability are recognised with respect to all
lease arrangements where it is c lessee, except for short-term
leases (leases with alease term of 12 months or less) and
leases of fow-value assets (less than £5,000). For these leases,
the lease payment is recagnised within operating expenses
on astraight-line basis over the lease term.

The lease liability is initially measured at the present value of
the lease payments at the commencement date, discounted
using the rate implicitin the lease. This rate could not be
readily determined; therefore, the incremental borrowing rate
has been used. This is defined as the rate of interest that the
lessee would hava to pay to borrow, over a similar term and
with sirmilar security, the funds necessary to obtain an asset of
a similar value to the right of use asset in a similar economic
environment. For Vanquis Bank Limited, this woutd represent
an average retall deposit rate; for all other companies this
would be based on the assessment of their funding rate

at the time

The lease payments included in the measurement of the
lease fiability comprise:

- fixed lease payments;
- variable lease payments; and

- payment of penalties for terminating the lsass, if the
lease term reflects the exercise of an option to terminate
the lease.

The lease liability is subsequently measured by increasing
the carrying amount to reflect interest on the lease, using
the effective interest rate method, and reducing the carrying
amount ta reflect the letse payments made.
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The lease liability is remeasured whenever:

- the legse term has changed, in which case the lease
liability is remeasured by discounting the revised lease
payments using a revised discount rate;

— the lease payments change due to changes in an index
arrare, inwhich case the lease liability is remeasured by
discounting the revised lease payments using the initial
discount rate; and

- iths legse contract is modified and the modification is not
accounted for as a separate lease, in which case the lease
liability is remeasured by discounting the revised lease
payments using o revised discount rate.

The Group or Gompany did not make any such adjustments
during the year.

The right of use asset comprises the initial measurament
of the corresponding lease liability and is subsequently
medasured at cost tess accumulated depreciation and
impairment losses.

Right of use assets are depreciated overthe sherter period
of lease term and useful life of the underlying asset.

The lease liability and right of use asset are presented

as separate line items on the balance sheet. The interest
on the lease and depreciation are charged to the income
statement and presented within interest expense and
oprerating costs respectively.

The Group and Company as a lessor

vehicle finance is considerad a lessor for its conditional
sale agreements to customers; howaver, both revenue
and impairment are accounted for under iFRS 9.

The Group subleases a portion of its office space in Londaon
and accounts for it under finance lease.

Other intangible assets

Other intangible assets include acgquisition intangibles
in respect of the broker relationships at vehicle finance,
standalone computer software and development costs
of iIntangible assets across the Group

The fair value of vehicle finance broker relationships on
acquisition of the Moneybarn Group was estimated by
discounting the expected future cash flows from vehicie
finance core broker relationships over their estimated useful
economic life which was deemed to be 10 years. The asset is
being amortised on a straight-line basis over its estimated
useful life.

Computer software and computer software developmeant
assets represent the costs incurred to acquire or develop
software and bring it into use. Directly attributable costs
incurred in the development of software are capitalised as an
intangible asset if the software will generate future economic
benefits. Directly attributable costs include the cost of software
development employees and an appropriate portion of
relevant directly attributable overheads.

Computer software and computer software development
costs aore amortised on a straight-line basis over thelr
estimated useful economic life which is generally estimated
1o be between three and 10 yecars. The residual values

and economic fives of intangible assets are reviewed

by management at each balance sheet date.

Other intangible assets are valued at cost less subsequent
amortisation and impairment. Amortisation is charged to the
income statement as part of operating costs. An impairment
loss is recognised for the amount by which the asset’s carrying
value exceeds the higher of the asset’s value in use and its fair
value less costs to sell.
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Statement of accounting policies continuad

Amounts receivable from customers

Custormer receivables are initially recognised at fair value
which represents the amount advanced to the customer plus
directly attributable issue costs less an impairment provision
for expected losses. The receivables are eriginated under a
business moedel that intends to collect the contractual cash
flows and includes only elements of principal and interest,

s0 are subsequently measured at amortised cost less
impairment provisions. The impairment provision recognised
is based on the probability of default (PD) within 12 months,
the loss given default {LGD) and the expaosure at default (EAD).

on initiai recognition, all accounts are recognised
in IFRS @ stage 1

The account maoves to stage 2 when a significant increase

in credit risk (SICR) becomes evident, such as a missed
payment ar a significant increase in PO, but has not defaulted.
In absence of other factors indicating SICR, this will cccur

at 30 days past due.

An gccount moves to stage 3 and is deemed to have
defaulted at 90 doys post due, when o payment arrangement
is Initiated, or when other unlikeliness to pay factors arise

(like customer bankruptey proceedings).

Credit cards and personal loans

Oninception an expected loss Impairment provision is
recognised using PD/LGD/EAD models which forecast
customer behaviour 1o caiculote iosses.

For credit cards, the PD is determined by utilising a customer's
behavioural score used for underwriting the credit card. The
LGD discounts the exposure at default (EAD) which adjusts the
current card balance for future expected spend and interest.
It does not include any future credit line increases.

For personal loans, the EAD foliows the amortisation schedules
of the loan and is adjusted for expected missed payments at
peoint of default,

following an SICR, evident from a missed monthly payment
or a significant increase in PD, lifetime losses are recognised.

A customer is deemed to hove detaulied whaen they become
three minimum monthly payments in arrears or they enter a
temporary payment arrangement. A customer is written off
in the following cycle after becoming six minimum monthly
Payments in arreqrs.

Vehicle finance

Losses are recognised on inception of a loan based on the
probability of a customer defaulting within 12 months. This
is determined with reference to historical customer dota
and outcomes.

An account moves from stage 1 to stage 2 when there
has been a SICR or when the customer is assessed as
vulnerable. tifetime losses are recognised for all accounts
in stages 2 and 3.

A customer is deemed to have defaulted when they become
three monthly payments in arrears or enter into a forbearance
arrongement. Customer agreements which hove been
terminated, gither voluntarily, by the customer settling their
agreement early, or through the agreement being default
terminated, are also included within stage 3. Cure from stage
3 s limited to some default regsons and for contracts not
afready terminated.

A customer’s debt is written off when it is sold to debt
collecticn agencies.

CCD
Following the wind-down of CCD and the decision to stop
collections, all customers' debt was written off in 2021

Customers under forbearance

Customers are moved to IFRS 9 stage 3 and lifetime losses

are recognised for all divisions where forbearance is provided
to the customer or alternative payment arrangements

are established. Customers under temporary payment
arrangements are separately identified according to the type
of arrangement. The carrying value of receivables under each
type of payment arrangement is calculated using historical
cash flows under that payment arrangement, discounted

at the original effective interest rate.

Macroeconomic scenarios

Macroeconomic provisions are part of the core model and are
recognised 1o reflect the expected impact of future economis
events on a customer’s ability to make payments on their
agreements and the losses which are expected to be incurred
given default.

The provisions consider the relationship between hazard
rate, the number of people who were employed last month
but who are unemployed the following month (derived from
unempioyment), debt to income ratio and default rates.

Property, plant and equipment

Property, plant and equipment is shown ot cost less
accumulated depreciation and impairment, except for land,
which is shown at cost iess impairment.

Cost represents invoiced cost plus any other costs that are
directly attributable 1o the acqguisition of the items. Repairs
and maintenance costs arg expensed as incurred,

Depreciation is calculated to write down assets to their
estimated realisable values over their useful economic lives.

The following principal bases are used

) * Method
Lanc Nil -
Leasehold improvements Over the Straight line

lease period

Equipment {including 10to 331/3 Straight line
computer hardware)
Motor vehicles 25 Reducing balance
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Property, plant and equipment continued

The residual values and useful economic lives of all assets are
reviewed, and adjusted if appropriate, at each balance sheet
date. All iterms of property, plant and equipment, other than
land, are tested for impairment whenever events or changes
in circumstances indicate thot the carrying value may not

be recovarahle 1andis suhject to an annual impairment test.
Animpairment loss is recognised for the amount by which the
asset's carrying value exceeds the higher of the asset’s value
inuse and its fair volue less costs to sell. Gains and losses on
disposal of property, plant and equipment are determined

by comparing any proceeds with the carrying value of the
asset and are recognised within operating costs in the
income statement.

Depreciation is charged to the income statement as part
of operating costs.

Investments

Investrnents held at fair value through profit and loss
Visa Inc shares are measured at fair value in the balance
sheet as a reliable estimate of the fair value can be
determined. Valuation adjustrents arising as a result of
routine mark-to-market revaluation are recognised in the
income statement against cperating costs.

Fair value changes including any impairment losses and
foreign exchange gains or losses are recognised within
operating costs in the income statement. The fair value
of monetary assets deneminated in foreign currency is
determined through transtation at the spot rate at the
balance sheet date.

Dividends on equity instruments are recognised in the
income statement when the Group's right to receive the
dividends is established.

Derivative financial instruments

and hedge accounting

As permitted by IFRS 9, the Group continues to apply the
requirements of IAS 39 to its hedging relationships.

Derivatives are recognised at fair value with changes
recognised in the income statement. Hedge accounting
allows the derivative to be designated as a hedgs of
another financial Instrument. Al the inception of the hedge
relationship, formal docurmentation is drawn up specifying
the hedging strategy, the hedged item, the hedging
instrument and the methodology that will be used to measure
the effectiveness of the hedge relationship in offsetting
changaes in the fair value or cash flow of the hedged risk.

The effectiveness of the hedging relationship is tested both
at inception and throughout its life and if at any point it is
concluded that it is no longer highly effective in achieving its
documented objective, haedge accounting is discontinued.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in
hand which includes amounts invested in the Bank of England
reserve account held in accordance with the Prudential
Regulation Authority’s (PRA's) liquidity regime. Cash held as
part of securitisations is not immediately available due to the
terms of the arrangements. Bank overdrafts are presented

in borrowings to the extent that there is no right of offset with
cash balances.

Intercompany

Expected credit losses on Company intercompany balances
are assessed at each balance sheet date. The PDs and LGDs
are determined for each loan based on the subsidiary's
available funding and cash flow ferecasts.

Borrowings

Borrowings are recognised initially ot foir value, being issue
proceeds less any transaction costs incurred. Borrowings

are subsequently stated at amortised cost; any difference
between proceeds less transaction costs and the redemption
value is recegnised in the income statemeant over the
expected life of the borrowings using the effective interest rate.

Dividends paid

Dividend distributions to the Company’'s shareholders are
recognised in the Group and the Company's financial
statements as follows:

— final dividend: when approved by the Company’s
shareholders at the AGM, and

- interim dividend: when paid by the Company.

Retirement benefits

Defined benefit pension schemes

the charge in the income statement in respect of defined
benefit pension schemes comprises the actuarially assessed
current service cost of working emplfoyess up to when the
scheme was closed, together with the interest on pension
liabilities oftset by the interest on pension scheme assets.

All charges are recognised within operating costs in the
income statement.

The retirement benefit asset recognised in the balance sheet
inrespect of defined benefit pension schemes is the fair value
of the schemes’ assets less the present value of the defined
benefit obligation at the balance sheet date. A retirement
benefit asset 1 recognised to the extent that the Group and
Company have an unconditional right to ¢ refund of the asset
or if it will be recovered in future years as a result of reduced
contributions ta the pension scheme.

The defined benefit obligation is calculated annually by
independent actuaries using the projected unit credit
method. The present value of the defined benefit obligation is
determined by discounting the estimated future cash outflows
using interest rates of high-quality corporate bonds that have
terms to maturity approximating to the terms of the related
pension liakility.

Actuarial gains and losses arising from experience
adjustments and changes in actuarial assumptions
are recognised immaediately in the statement of
comprehensive incomea.

Past service costs are recognised immediately in the
income statemeant.

Defined contribution pension schemes
Contributions to definad contribution pension schemes are
charged to the income staterment on an accruals basis.

Share capital

Ordinary shares are classified as equity. Incremental costs
directly attributable to the issue of new shares are shown
in equity as a deduction, net of tax, from the proceeds.
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Statement of accounting policies continued

Merger reserve

The rights issue completed in 2018 was transacted through
a’cash box’ structure. The proceeds would ordinarily be
recognised as share capital and share premium. However, as
the proceeds were generated through a cash box structure,
the proceeds are held as share capital and d merger reserve

The share capital generated is in line with the 20 &/llp par
value of the shares with the additicnal amounts credited to
the merger reserve. Ali fees were recognised on an accruals
basis ond deducted from the merger reserve with the net
credit being deemed distributable, subject to the capital
injected Intoc VYanguis Bank Limited. Following the transfer of
Yanquis Bank Limited to Provident Financial Holdings Limited
in December 2020 the full merger reserve of £278.2rm is now
considerad distributable.

Share-based payments

Equity-settled schemes

The Company grants options under employes savings-related
share option schemas (typically referred to as Save As You
Earn schemaes (SAYE)) and makes awards under the Deferred
Bonus Plan (DBP), the Long Term Incentive Scheme (LTIS), the
Restricted Share Plan (RSP) and the Cormpany Share Option
Plan (CSOP). All of these schemes are equity settled.

The cost of providing options and awards to Group and
Company employees is charged 1o the income statement of
the entity over the vesting pericd of the related options and
awards. The corresponding credit is made to a share-basad
payment reserve within equity. The grant by the Compdny
of options and awards over its equity instruments to the
employees of subsidiary undertakings is trected as an
investment in the Company’'s financial statements. The fair
value of employee services recelved, measured by reference
to the fair value at the date of grant, is recognised over the
vesting period s anincrease in investments in subsidiary
undertakings, with a corresponding adjustment to the
share-based payment reserve within equity.

The cost of options and awards is based on their fair value

A binomial model is used for calculating the fair value ol SAYE
options which have no performance conditions attached
and the RSP for which vesting is based on the discretion of the
Remuneration Committee. No charge has been recognised
for the CSOFP as it is inked to the RSP awards granted at the
same time. Any gains made by an employee in relation to the
CSOP reduces the number of shares exercisable under the
RSP award.

The vaiue of the charge Is adjusted at each balance shest
date to refiect fapses and expected or actuai fevels of
vesting, with a corresponding adjustment to the share-based
payment reserve,

For LTIS schemes, performaonce conditions are based on £PS,
total shareholder return (TSR) versus a peer group and risk
metrics. Employees of credit cards, personal loans, vehicle
finance and CCD also have targets relating to profit before tax
of their division. The fair value of awards is determined using

a combination of the binemicl and Monte Carlo option pricing
maodels. The value of the charge is adjusted at each balance
sheet date to reflact lapses and expected or actual levels of
vesting. Where the Monte Carlo option pricing mode! is used
to determine fair value of the TSR component, no adjustment
is made to reflect expected or actual levels of vesting as the
probability of the awards vesting is taken into account in the
initial calcutation of the fair value of the awards.
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Cancellations by employees of contributions to the Group's
SAYE plans are treated as non-vesting conditions and the
Group recognises, in the year of cancellation, the amount
of the expense that would have otherwise been recognised !
over the remainder of the vesting period.

Modifications are assessed at the date of modification
and any incremental charges are recognised in the
income statement,

A transfer is made from the share-based payment reserve
to retained eamings when options and awards vest, lapse

or are cancelled. In respect of the SAYE oplions, the proceeds
received, net of any directly attributable transaction costs,
are credited to share capital and share prermium when the
options are exercised.

Taxation
The tax charge represents the sum of current and deferred tax !

Current tax

Current tax is calculated based on taxable profit for the year
using tax rates that have been enacted or substantively
enacted by the balonce sheet date. Taxable profit differs from
prafit before taxation as reported in the income statement
because it excludes itermns of income or expense that are
taxable or deductible in other years and it further excludes
iterns that are never taxable or deductible

Deferred tax

Deferred tax is the tax expected to be payable or recoverable
on differences between the carrying amounts of assets and
liabilities in the financial statements and the corresponding
tax bases used in the computation of taxable prefit, and is
accounted for using the balance sheet liability method.

Deferred tax is determined using tax rates {and laws) that

have been enacted or substantively enacted by the balance

sheet date and are expected 10 apply when the related

deferred tax asset is realised or the deferred tax liability is

settled Deferred tax is also provided on temporary differences !
arising on investments in subsidiaries, except where the timing

of the reversal of the temporary difference is controlled by the

Company and itis probable that the temporary difference will

not reverse in the future.

Deferred tax assets are recognised to the extent that itis
probable that future taxable profits will be available against
which the temporary differences can be utilised

Defarred tax assets and liabilities are offset when there is a
legally enforceable right to offset current tax assets against
current tax liabilities and when the deferred tax assets and
liabilities relate to income taxes levied by the same taxation
autharity on eithar the taxable entity or different taxable
antities where there is an intention to settle the balances
on anat basis.

Provisions

Provisions are recognised when the Group has a present
obligation {legal or constructive} a8 a resdlt of a past event,
it is probable that the Group will be required to settle that
cbligation and a reliable estimate can be made of the
amount of the abligation.

The amount recognised as a provision is the best estimate

of the consideration required to seftle the present obligation
at the balance sheet date, taking into account the risks and
uncertainties surrounding the obhgation Where o provision is
measured using the cash flows estimated to settle the present
obligation; its carrying amaount is the present value of those cash
flows (when the effect of the time value of money is material).
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Contingent liabilities

Contingent liabilities are possible cbligations arising from

past events, whose existencs will be confirmed anly by
uncertdin future events, or present obligations arising from
past events that are not recognised because either an cutflow
of economic benefits is not probable or the amount of the
obligation cannot be reliably measured. Contingent liabitities
wro nol recognised in the Latunce sheet but intormation

about them is disclosed unless the possibility of any economic
outflow in relotion to settlement is remote.

Exceptional items

Exceptional items are iterms which the directors consider
should be disclosed separately to enable a full understanding
of the Group's results. An exceptional item needs to meet at
least two of the following criteria:

- thefinancial impact is material;
- itis one-off and not expected to recur; and
— itis outside the normal coursge of business.

Examples include, but are not limited to, costs arising from
redundancy, acquisition or restructuring activities. The
Audit Committee and Board may also apply judgement
lo determine whether an iterm should be classified as an
exceptional item and be an allowable adjustment to a
statutory measure.

Critical accounting judgements and key sources

of estimation uncertainty

In applying the accounting policies set out above, the Group
and Company make judgements (other than those invelving
estimates) that have a significant impact on the amounts
recognised and o make estimates and assumptions that
affect the reported amounts of assets and liabilities. The
estimates and judgements are based on historical experience;
actual results may differ from these estimates

In preparing the financial statements the Group and
Cornpany has considered the impact of the guantitative
scenario analysis, using the Representative Concentration
Pathways (RCPs) which are adopted by the Intergovernmental
Panel on Climate Change (IPCC), and climate-related risks on
financial performance set out on pages 40 to 49. Whilst the
effects of climate changes represent a source of unceartainty,
there has not been a material impact on any financial
judgements and estimates due to the physical and transition
climate-related risks in the short to medium term.,

Amounts receivable from customers (note 13)

Group: £1,896.1m (2021: £1,677.7m)

Critical accounting judgements

The Group reviews amounts receivable from customers for
impairment at each balance sheet date. For the purposes
of assessing the impairment, customers are categorised
into IFRS 9 stages and cohorts which are considered to be
the most reliable indication of future payment performance.
The determination of expected credit losses involvaes complex
meodelling techniques and requires management to apply
significont judgements to calculate expected credit losses.
The most critical judgements are outlined below,

The determination of the significant increase in credit risk
(SICR} thresholds to be used in the models for credit card,
vehicle finance and persenal loons require management
judgemaent to optimise the performance and therefore
effectiveness of the staging methodology. Assessrments are
made to determins whether there is objective evidence of
a SICR which indicates whether there has been an adverse
effect on Probability of Default (PO} A SICR for customers is
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when there has been a significant increase in behavioural
score or when one centractual monthly payment has been
missed. During the year, the Group refreshed SICR threshold
parameters in the credit cards provisioning model to better
reflect the evolving receivables mix following a refocus onto
lower risk market segments; this led to arelease of c.£50m.

Fur the purpose o I kRS Y, deluull is ussumed when three
contractual repayments have been missed.

The Group’s impairment models are subject to periodic
monitoring, independent validation and back testing parformed
on model components (where appropriate), including probabiiity
of default, exposure at default and loss given default to ensure
management judgements remain appropriate.

Limitations in the Group’s impairment models or data inputs
may be identified through the ongoing assessment and
validation of the output of the modaels. In these circumstances,
management maokes appropriate adjustments to the Group's
allowance for impairment losses toc ensure thot the overall
provision adequately reflects all material credit risks. These
adjustments are determined by considering the particular
attributes of exposures which have not been adeguately
captured by the impairment models and range from changes
to model inputs and parameters, at account level, through

to more qualitative post-model overlays. These changes
applied to model inputs and parameters are deemed to be
in-model overlays; more qualitative changes that have a
higher degree of management judgement are deemed to be
post-model overlays. All adjustments are reviewed quarterly
and are subject to internal review and challenge to ensure
that amounts are appropriotely calculated.

During the Covid-18 pericd, an economic envircnment which
differed significantly from the histarical economic conditions
upon which the impairment models had been built, there was
a greater need for management judgement to be applied in
determining appropriate post-mode! adjustments. The Group has
subsequently released all Covid-19 related post-rnodel overlays.

Management has placed g significant focus on the cost of
living crisis and post-model overlays are recognised across
all products. However, credit performance across the Group
remains stable and internal analysis shows no obvious signs
of stress from the cost of living crisis at this stage. The Group's
custormers are more agile in managing their finances during
times of affordability constraints. A significant proportion of
the Groups custormers are alsc expected to benefit from wage
increases during 2023 which will help alleviate financial stress.

Management judgement has been used to determine
appropriate amounts to be held as cost of living post-model
overlays taking into account the total level of provisicning heid
across the pertfolic including the macroscenomic provision.
Scenario modelling techniques have been used to support
the amount of post-rmodel overlays recognised for a potential
cost of living impact.

A breakdown of the in-model and post-model| overlays
15 included within note 13.

Macroeconomic impairment provision adjustments are
recognised in the core madel to reflect an increased PD,
based on future macroeconomic scenarios,

These provisions reflect the potential for future chonges

in hazard rate, the number of people who were employed
last month but who are unemployed the following month
{derived from unemployment)}, and debt to income ratio.

The provision reflects the potential for future changes under
arange of forecasts, as analysis has clearly evidenced
correlation between hazard rates, debt to income ratios
and credit losses incurred.
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statement of accounting policies continued

Critical accounting judgements and key sources
of estimaticn uncertainty continued

Amounts receivable from customers {note 13)

Group: £1,886.1m {2021: £1,677.7m} continuad

Critical accounting judgements continued

Management judgement was required to determine the
appropriate macroeconomic indicators to be used in the
model by assessing their correlation with credit losses
incurrad by the business. Unemployment is judged to be a key
macroeconomic indicator as analysis has clearly evidenced
correlation between changes in unemployment and credit
losses incurred by the business. This will continue to be
analysed to gssess if thers are any additional mocroeconomic
indicaters which also correlate to credit losses.

Key sources of estimation uncertainty

The Jevel of impairmeant recognised is calculated using
models which utilise historical payment performance to
generate the estimated amount and timing of future cosh
flows from each cohort of customers in each arrears stage.
The madels are regularly monitared to ensure they retaln
sufficient accuracy. Sensitivity analysis has been performed
in note 13 which shows the impact of a 1% movemeant of gross
exposure into stage 2 from stage 1 on the cllowance accounts.

The unemployment data used in the macroeconomic
provisions has been comipiled fraom a consensus af sources
including the Bank of England, HM Treasury, the Office for
Budget Responsibility (OBR), Bloomberg and a number of
prime banks. These estimates are usad to derive base case,
upside, downside and severe sCenarios.

The table below shows the scenaric five-year peak and
average unemployment assumptions adopted and the
weightings applied to each. The weightings have remained
consistent with prior year.

Sconario for year

Endcd 2(22 - Base ﬂpsic;le Eowr!sidt Sesﬁre
Weighting 50% 10% 35% 5%
2023 4.1% 3.4% 4.2% 4.6%
2024 4.7% 3.6% 5.8% 7.4%
2025 4.8% 4.3% 6.3% 8.2%
20286 4.8% 4.5% 5.5% 6.8%
2027 4.8% 4.5% 5.1% 6.0%
Five-year peak 4.8% 4.5% 6.5% B8.6%
Scenanc tor yoar

q{aded\QD?l _ Base  Upside [Jownﬂe Severe
weighting 50% 10% 35% 5%
2022 4.6% 42% 5.4% 6.3%
2023 4.3% 3.9% 8.4% 85%
2024 43% 41% 5.9% 75%
2025 4.3% 41% 5.3% 6.2%
2026 4.3% 41% 49% 54%
Five-year peak 4.8% 4.7% 8.5% 8.86%

Weightings applied to the macroeconomic assumptions
were raviewed and recontfirmed at the Decernber 2022
Assumptions Committee meeting and remain unchanged
from December 2021

Sensitivity analysis has been performed on the weightings
which show that changing the weightings for vehicle finance
and personal loans would not have a material impact on the
allowance daccount.
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For credit cards, increasing the downside weighting by

5%, from 35% to 40%, and a corresponding reduction in the
base case would increase the aliewance account by £0.Im.
Increasing the upside weighting by 5%, from 10% to 15%,

and a corresponding reduction in the base caseé would
decrease the allowonce cccount by £0.3m.

The impact on the 2022 allowance for credit cards, if
each of the macroeconomic scenarios were applied at
100% weighting, rather than the weightings set out above,
is shown below:

Base Upside  Downside Sovere
o . _fm N im £m £m
Credit cards (08) (6.0) 18 55

whilst the forward-looking nature of IFRS 8 requires provisions
to be established for all 1gsses arising, the level of uncertainty
may mean that the Group's provision levels may change in
future periods.

Retirement benefit asset (note 21)
Group and Company: £30.7m (2021: £112.2m)
Key sources of estimation uncertainty:

— The valuation of the retirernent benefit asset is dependent
upon a series of assumptions, the key assumptions being
mortality rates and the discount rate applied to liabilities.
The most significant assumption which could lead to
material adjustment is a change in discount rates.

- Discountrates are based on the market yields of
high-qualily corporate bonds which have terms closely
linked with the estimated term of the retirement benefit
obligation. Mortality estimates are based on standard
mortality wbles, adjusted where appropriate to reflect
the Group’s own expected experience.

Sensitivity analysis of the Group’s main assurmptions is set out
innote 21
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Financial and capital risk management

Financial risk management

The Group's activities expose it to a variety of financial risks,
which can be categorised as credit risk, liquidity risk and
market risk. The objective of the Group’s Risk Management
Framework is to identify and assess the risks facing the
Group and to minimise the potential adverse effects of these
risks on the Group's financicl performance Financial risk
management is oversasn by the Risk Committee.

Further details of the Group’s Risk Management Framework
are described on pages 54 to 65.

{a) Credit risk

Credit rigk is the risk that the Group will suffer loss in the event
of a default by a customer, g bank counterparty or the UK
Government A default occurs when the customer or bank fails
to honour repayments as they fall due.

(i) Amounts receivable from customers

The Group's maximum exposure to credit risk on amounts
receivable from customers gs at 31 December 2022 s the
carrying value of amounts receivable from customers of
£1,8961m (2021 £1.677.7m),

The Risk Committee is responsible for setting the credit policy.

The CRO is responsible for ensuring that the approach to
lending is within sound risk and financial parameters and that
key metrics are reviewad to ensure compliance with policy.
The CRO discharges and informs this decision making through
the Credit Committee.

The Group Credit Committee meets at least 10 times o year.

A customer's risk profile and credit ling are evaluated

at the point of application and, for revolving limits, at

various times during the agreement. Internaliy generated
scorecards based on historical payment patterns and

other behavicural charactenstics of customers are used o
assess the applicant's potential default risk and their ability
to manage a specific credit ling. For new customers, the
scorecards incorporate data from the applicant ond sourced
from external credit bureaux. Certain policy rutes including
customer profile, proposed loan size and vehicle type (where
applicable) are also assessed in the decisioning process,

as well as affoerdability checks to ensure that, at the time of
application, the loan repayments are affordable. For existing
customer lending, the scorecards aiso incorporate dato

on actual payrment performance and product utilisation,
tagether with data sourced from an external credit bureau
each month to refresh customers’ payment performance
position with other lenders. Credit lines can go up as well as
down according to risk assessment.

Arrears management is conducted by way of a combination
of letters, inbound and outbound telepheny, SMS, email and
outsourced debt collecticn agency activities. Contact is made
with the customer to discuss the reasons for non-payment and
specific strategies are employed to support the custormer in
returning to a good standing and retaining use of the vehicie.
These include appropriate forbearance arrangements,

or where the contract has become unsustainable for the
custormer, then an appropriate exit strategy is implemented.

(i) Bank and government counterparties

The Group's maximurn exposure to credit risk on bank
and government counterparties as at 31 December 2022
was £508.6m (2021 £724.2m).

Counterparty credit risk arises as a result of cash depaosits
and collateral ploced with banks and central governments
and derivative contracts that are currently cssets.
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Counterparty credit risk is managed by the Group's Assets
and Liobilities Commitiee (ALCO) and is governed by a
Board-approved Counterparty Policy which ensures that the
Group's cash depaosits and derivative financial instruments are
cnly made with high-quality counterparties with the level
of permitted exposure to a counterparty firmly linked to the
strengrh of its eredit rating. In addition, there 1s g maximum
exposure limit for all institutions, regardless of credit rating.
This is linked to the Group's regulatory capital base inline
with the Group's regulatory reporting requirerments on large
exposures to the PRA.

(b) Liquidity risk

Liquidity risk is the risk that the Group (including Vanguis Bonk
Limited (vanauis Bank) and the Nan-Bank entities (Non-Bank
Group)) will have insufficient liquid resources available to fulfil
its operational plans and to meet its financial obligations as
they fall due

Liquidity risk is managed on o day-to-day basis by the Treasury
function, under the supervision of ALCO and in accordance
with ¢ Beard-approved Group Funding and Liquidity Policy,
which is designed to ensure that the Group is able to continue
to fund the growth of the business. The overall respensibility for
the managerment of liquidity risk rests with ALCO, which makes
recommendations for the Group's liquidity policy for Board
approval. ALCO monitors liquidity risk metrics within limits set
by the Board, including meeting regulatory requirements.

As an authorised deposit taker, the liquidity positicn of Vanquis
Bank Limited, the Group's banking subsidiary, is also managed
on a standalone basis, vanguis Bank is a PRA-regulated
institution and is primarily funded via retail deposits Itis required
to rnaintain a liguid assets buffer to meet daily stress tests which
are designed to determine its liquidity adeguacy requirements
to fulfil its operational plans and meet its financial obligations

as they fall due, even in stressed conditions. It also maintains

an operational buffer over such reguirements in line with its risk
appetite. The amount of liquidity held by Vanquis Bank Limited is
calculated based on the Internal Liquidity Adequacy Assessment
Process (ILAAP) undertaken by the Group and Yanguis Bank.

The ILAAP determines the liquid resources that must be
maintained by Vanguis Bank Limited to meet the Overall
Liquidity Adequacy Rule (OLAR] and to ensure that it can
meet its iabilities as they fall due. it is based on an analysis

of its business s usual forecast cash requirements but also
considers their predicted behaviour in stressed conditions. In
recognition of the waiver received in November 20232, dllowing
vangquis Bank Limited to fund the vehicie finance business,
the ILAAP also includes an assessment of the liquidity needs

of the wider Non-Bank Group.
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Financial and capital risk management continued

Financial risk management continued

(b) Liquidity risk continued

As at 31 December 2022, the liquid assets buffer, including
other liquid resources and the operational buffer, held by
Vanquis Bank, in cash and cosh equivaients amounted

to £4205m (2021 £414 8m), including £90m of intra-greup
funds placed on demand deposit with vanguis Bank by the
Non-Bank Group (2021 £nil). The Non-Bank Group alsc has
access to headroom onits committed borrowing facilities,
which is primarily intended 1o support growth of the vehicle
finance businass. As at 31 December 2022, the Group's
committed borrowing facilities including retail deposits had
o weighted average period to maturity of 2.0 years (2021
25 yeors) and the headroom on its committed facilities
armounted to £50.0m (2021 £10.0m).

Both the Group and Vanquis Bank are required Lo monitor

and report the liquidity coverage ratio (LCR) to the PRA on a
consoldated and solo basis respectively. The LCR requires
institutions to match net liquidity outflows during a 30 day
period with a buffer of ‘high-quality’ liguid assets, to a minimum
of 100%. The Group's LCR at 31 December 2022 amoeunted 10 1,139%
(2021 2,073%) and vanquis Bank’s LCR was 348% (2021 587%).

Historically, the Non-Bank Group’s funding strategy was to
maintain sufficient available funds and committed facilities to
pre-fund its liquidity and funding requirements for at least the

Financial ligbilities

next 12 months. On 1 November 2022, Vanquis Bank received
notice from the PRA that it has approved its application for o
Core UK Group large exposura waiver which enables vanguis
Bank to use its retail deposit funding to lend to its gister
subsidiary, Moneybarn Nol Limited, the Group’s vehicle finance
subsidiary, with immediate effect, This enables the transition
to atraditicnal bank funding model in which the Group
maintains access to diversified scurces of funding comprising:
(1) retail deposits; (i) securitisation of the cards and vehicle
finance books; (jil) liquigity and funding facilities at the Bank

of England; and (iv} access to wholesale market funding and
debt capital via its EMTN programme. The Group will continue
to explore further funding oplions as appropriate including,
but not limited to, further diversifying the retail deposit funding
mix through more cost-effective behaviouralised deposits
and ISAs, and further securitisation issuance in the private

or pubxlic markets

The Group continues to adoept g prudent approach to
managing its funding and liquidity resources within risk
appetite, and will optimise these resources when new
opportunities become available to the Group. A maturity
analysis of the undiscounted contractual cash flows of the
Group's bank and other borrowings 1s shawn on page 166,

This reflects both the interest payable and the repayment
of the borrowing on maturity.

Repayable Ovarb

on demand <iyear I-2years 2-5years years Total
2022 - Group _ o £Em £Em £Em Em £Em  Em
Retaoil deposits - 602.3 3225 4.7 - 1,138.5
Bank and other borrowings
- bank facilities 1.0 - - - - 1.0
- senior public honds - 107.7 - — — 107.7
~ securitisation - 122.5 178.4 - - 300.8
- retail bonds - 63.1 - — - 63.1
— Tier 2 capital - 17.8 178 53.3 2888 377.7
— TFSME - 1.3 1.3 175.3 - 177.9
Total borrowings 1.0 914.7 520.0 443.3 288.8 2,167.8
Trade and other payables - 62.8 - - - 62.8
Lease lickilities - 1m1 10.2 185 14.2 54.0
Derivative financial instrurnents - 9.1 6.1 1.2 - 16.4
Total 1.0 897.7 536.3 463.0 303.0 2,301.0

Repayable Over &

on demand <1 yoar -2yoars 2-5ycars yoars Total
2021 - Group R . __Em Em o tm £m_ _Em Em
Retoll deposits - 4091 3614 2727 — 1043.2
Bank and other borrowings:
- bank facilities 36 30.0 - — — 336
— senior public bonds — 83 1077 — — ns.Q
- securitisation — 7.9 4.9 174.0 — 2968
- retail bonds - 31 631 = - 66.2
- Tier 2 capital - 7.8 7.8 533 3085 3964
- TFSME — 13 13 176.6 - 1782
Total borrowings 36 4775 666.2 8768 3085 2,130.4
Trade and other payables - 958 - - - 958
Lease liabilities - 10.6 105 250 18.8 65.9
Total 36 5837 6767 70286 3203 22919

The unutilised credit card commitments are included in note 13,
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Financial risk management continued
(b} Liquidity risk continued
Financial liabilities continued

Repayable Over s

ondemand <lyear 1-2years 2-5years yedrs Tatal
2u£2 - Company o o L _Em £m Em £m_ £m £m
Bank and other borrowings:
- bank facilities — — - - - —
- senlor public bonds - 107.7 - - — 107.7
- retail bonds — 63.1 — - — 63.1
- Tier 2 capital - 17.8 17.8 53.3 288.8 3777
Total borrowings - 188.6 17.8 53.3 288.8 548.5
Trade and other payables - 304.3 - - — 304.3
lease liabilities - 4.4 3.8 5.1 5.7 18.8
Derivative financial instruments - 9.1 8.1 1.2 - 16.4
Total — 506.4 275 59.6 294.5 888.0

Repayable Over 5

on demand <1 year 1-2years  2-5ycars years Total
2021 - Company - - o - £m £m gin_ . fEm__ _irr_w £m
Bank and other borrowings:
- bank facilities - 300 — — — 30.0
- sanior public bonds - 8.3 1077 - - n&.a
- retail bonds - 31 631 - — 646.2
- Tier 2 capital - 17.8 17.8 533 3085 3954
Total borrowings - 59.2 1826 533 3085 5076
Trade and cther payables - 386.7 - - - 386.7
Lease liabilities - 3.6 36 80 65 27
Total — 4495 192 2 613 313.0 1.016.0
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Financial and capital risk management continued

Financial risk management continued

(c} Market risk

Market risk is the risk that a financial instrument’s fair value

or future cash flows will fluctuate because of changes in
market prices. The Group's exposure to market risk is primarily
through interest rate risk. These exposures arise solely through
tha Group’'s duration mismatches between its lending and
funding activities - the Group's and Bank's corporate policies
do not permit it to undertake position taking or to run a trading
book of this typs, and therefore Tt does not do so.

Interest rate risk

Interest rate risk is the currant or prospective risk 1o capital

or sarnings arising from odverse moevemenis in interest

rates. The Group’s exposure to this risk is a consequence of

its lending, deposit taking and other borrowing activities, as
some of its financial assets and liabilities bear interest at rates
that are linked to an underlying indsx, such as SONIA or Bank
base rate. In contrast, others banking products are fixed, either
for a term or their whole lives, referred to as interest rate risk in
the banking book (IRRBB).

The principol market-set interest rate used by the Group’s
and Bank’'s lgnders is the sterling Overnight Index Average
(SONIA). The SONIA Index tracks the sterling overnight indexed
swaps for unsecured transactions in the market. SCNIA is the
risk-free borrowing rate which is used to set rates for certain
barrowings and swaps.

The Group's Risk Managerment Framework for IRRBB continues
to evalve in line with updates in regulatory guidance on methods
expected 10 be used by banks to meosure, manage, Monitor
and control such risks, The Group and Bank will continue to
develop tha interest rate risk framework to ensure ongoing
compliance with the FRA rulebook,

The Group and Bank manage their IRRBB risk through
Board-approved risk appetite limits and policies. The Group
saeks to minimise the net exposure to changes in interest rates
and tokes ¢ prudent appreoch to its risk management. Thig is
achieved through o combination of (i} matching the structure
of assets and liabilities naturally where possible; (i) issuing
fixed-rate debt; and (i‘u) using derivative financial instruments
such as interest rate swaps.

Day-to-day management of interest rate risk is the
responsibility of the Group’s Treasury function, with control and
oversight provided by the Asset Liability Committee (ALCO).

The Group has adopted the standard methodclogy
rmedsurement of interest rate risk. The Group measures and
monitors the following rmarket risk drivers under the IRRBB
framework through which risk exposure may arise:

- repricing, directional and yield curve risk — the risk of loss
from a mismatch between the Group and Bank's assets
and liabilities and movements in the overall direction of
interest rates and relative movement in rate at different
maturities on the yield curve;

- basisrisk — the risk of loss because of the balance sheet
being adverssly affected by movements in different
index rates;

- prepayment risk ~ the risk that an asset or liability
repays quicker or slower than originally anticipated
resulting in a mismotch between product and the naturai
offset or hedge;

-  mark-to-market risk — the risk of volatility in the P&L arising
from derivatives which are not in a hedge accounting
relationship keing mark to market through the P&L; and

— credit spread risk - the risk of loss because of a dislocation
in rates between liquidity (within the HQLAY and swaps.

The Group measures these risks through a combination of
economic value and earnings-based measures:

- economic value (EV) - arange of porallel and non-porailel
interest rate stresses are applied to assess the change in
market value from assets, liabilities and off-balance sheet
items repricing at different times; and

- netinterest income (NI} — impact on earnings from a
range of interest rate stressas.

Exposures to structured entities

At 31 December 2022, the Group has in jssue twa securitisations
to diversify its sources of funding. As at the end of 2022, the
Group has securitised £885 8m of recsivables {2021: £870.5m),
in exchange for receiving £275.0m of funding from external
sources, and a further £174.0m of funding has been obtained
by using retained notes as collateral in the Bank of Engiand'’s
Term Funding Scheme with odditional incentives for Small and
Medium-sized Enterprises (TFSME).

The Group holds an exposure to the performance of thess
vehicles in the form of retained notes and has a contractual
right to the variable returns of the vehicles. This risk is limited
to the performance of the underlying assets, which have not
been derecognised in the financial statements. The Group
fias No exposure to other cantractual risks associatad with
the vehicles; no additional credit enhancements have been
provided beyond the exposure created by the retained notes.

2022 ) 2020
Receivables Notesin  Receivablas Notes in
secured issue saaured issuc

vehicle - Em £m £m £m
Oban-Cards
2021-1 Holdings
Limited £20.2 4531 5135 453.1
Moneybarn
Financing Limited 365.6 368.6 357.0 2750

.I 6 8 vanquis Banking Group plc Annual Report and Financial Statements 2022



Capital risk management

To support the delivery of the Group’s Purpose, the Group
operates a financial model that is founded on investing in
customer-centric businesses offering attractive returns which
aligns an appropriate capitatl structure focused on optimising
sharehaolder value, in ¢ safe and sustainable manner. The
Capital Principal Risk Policy of the Group helps to ensura
capital reccurces are sufficient to support planned levels

of growth.

The Group has in ptace a Capital Principal Risk Policy, which
sets out the framework in which the Group aims te maintain a
secure funding and capital structure and establishes defined
capital risk appetite, Adherence to the policy ensures that

the Group maintains minimum capital levels and that the
capital held at business division levels 1s adequate to support
the business’ underlying requirements and is sufficient to
suppert growth in that business. Intarnal capital is allocated
to business lines and risk categories, calibrated to maximise
return on equity while remaining within the risk appetite. The
distribution of dividends is aligned with tha Group's growth
iargets, whilst continuing to meet the required capital levels
in line with regulatory requirements and internal risk appetite.

The Group is subject to supervision by the PRAon a
consolidated basis, as a group containing an authorised
bank. For regulatory purposes the Company is designated as
a CRR consolidation entity, as defined by the PRA rulebook. As
part of this supervision, the regulator will issue a total capital
requirement (TCR) setting the amount of regulatory capital
which the Group is required to hold at all times, in order to
safeguard depositors from loss in the event of severe losses
being incurred by the Group. The minimum regulatory capital
requirement imposed by the PRA on firms is the sum of the
total capital requirement, the combined CRD bulfer requirerments
as applicable and the PRA buffer requirements as applicable
This reguirement is set in accordance with the international
Basel 3 rules, issued by the Basel Committee on Banking
Supervision (BCBS), which, following the implementation

of the Financial Services Act 2021 on 1 January 2022, are
implemented through the PRA rulebook.

The Group's regulatory capital is monitored by the Board, its
Risk Committee and the ALCC, which ensure that appropriate
action is taken to ensure compliance with the regulator’s
requirements. The future regulatory capital requirement

is dlso considered as part of the Group's planning process.

The minimum amount of regulatory capital held by the
Group and Vanguis Bank limited represents the higher

of the imposed requirement and their respective internal
assessments of minimum capital requirements based
upon an assessment of risks facing the Group. The internal
Capital Adeguacy Assessment Process (ICAAP) considers
all risks facing the business, including credit, operaticnal,
counterparty, conduct, pension and market risks, and
assesses the capital requirement for such risks in the event
of downside stresses should such reguirement exceed
that set out under the Pillar 1 framework

Vangquis Banking Group pl¢ Annual Report and Financial Statements 2022

The fallowing table reconciles the Group’s equity to the
regulatery capital resources for the Group.

2022 2021
Reguiatory copital (unaudited) - _Em___ fm
Total equity 607.2 5312
Regulatory adjustments
IFRS 8 transitional arrangements! £54.2 108.4
Retirement benefit asset {30.7) (n22)
Deferred tax on retirement benefit asset 7.7 280
Goodwill {(Nn.2) (72)
Intangible assets (83.3) (523)
Deferred tax on intangible assst 31 5.0
Foreseeable dividend (26.1) (30.4)
Other regutatory adjustments? (21) —
Common Equity Tier 1 capital 478.8 5065
Tier 2 capital 200.0 200.0
Total regulatory capital 578.8 7085
Risk-weighted exposures 1,810.8 17406
CETl ratio 26.4% 29.0%
Total capital ratic 37.5% 40.6%

1 The Group has elocted 1o take odvantags of tho 17RS 8 transmonal
arrangements set out in Articie 473a of the CRR, which al'ow the copital
impact of expoctod credit losses to be phased in over the transitional
poriod Disclosure of the regulatary capital position asif Lhe IFRS 8
tronsitional relef was not avalable (the fully loodea basis) 1s included
1N the Pillar 3 documaens, as s redguirea of firms which have elected to
take such raliot

2 Otherregulatory adjustrrents retate to Prudent Valuation Adjustments
ca'culaied using the Simplited Approoch’ sot out in the PRA Rulohboak,
cnd any insutheient coverage for non-performing exposures required
under Articla 47((?) of tha CRR (P,Hr:ctlvr: 1January 2022)

Concluding in early 2023, the PRA have conducted a Capital
Supervisory Review and Evaluation Process (C-SREP) of the
Group's capital requirements, based on the ICAAP approved
in September 2022. The cutcome is that the Group's Total
Capital Requirement own funds reguirements has reduced
by mere than a third, from 18.3% to 1.9%. Including the current
regulatery cormbined buffers of 3.5% (capital conservation
buffer of 2.5% and countercyclical buffer of 1.0%), the Group's
overall capital requirement has reduced by 6.4% from 21.8%
10 15.4% (excluding any confidential buffers, if applicabls).
The reduction in capital requirements partly reflects the
Group's successful repositioning as a spacialist banking
greup focused on lower risk customers, the receipt of the
Core UK Group Waiver in November 2022, which enables the
Group to leverage its retail deposit funding capabilities to
fund its other lending products, and the significant amount
of work undertaken to strengthen the Group-wide risk
management framework.

Fillar 3 comptements Basel's Pillar 1 and Pillar 2 framewaorks
and seeks to encourage market discipline by developing a

set of disclosure requirements which would allow market
participants to assess key pieces of informatian on a firm's
capital, risk exposures and risk assessment processes. Pillar 3
disclosures for the Group, for the yeor ended 31 Decaember 2022,
are published as o separate document and are available

on the Group's website.
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Notes to the financial statements

1Segment reporting

IFRS 8 requires segment reporting to be based on the internal financial information reported to the chief operating decision
maker. The Group's chief operating decision maker is deemed to be the Group ExCo, whose primary responsibility is to support
the Chief Executive Gfficer in manoging the Group’s day-to-day operations and onclyse trading performance The Group's
segments comprise credit cards, vehicle finance, personal loans, CCO (discontinued operotions) and Central which are those
segments reported in the Group's management accounts used by the Group ExCo as the primary means for analysing trading
perfarmance. The Group ExCo assesses profit performance using profit before tax measured on o basis consistent with the
disclosure in the Group financial statements.

Fec and profit{loss)
Interest incorme commission INcome before taxction
2022 2021 2022 202 2022 2021
Group . o _ o £m £m _Em gm0 Em  £m
Credit cards 333.2 328.8 47.0 603 178.5 1732
Vehicle finance 140.6 137.9 — - 38.0 288
personal loans 13 72 — - (15.7) (&7
Central costs — - - - (74.2) (26.3)
Total Group before amortisation of acquisition intangibles
ond exceptional iterns 486.9 473.9 47.0 60.3 126.6 167.8
Amartisation of acquisition intangibles (note 19) - — - — (7.5) (75)
Fxceptional items - — — - (9.0) (81
Tota! Group — continuing operations 486.9 4739 47.0 603 noa 1422
CCD - discantinued operations {note 2) - 68.0 - - (15.3) (95.5)
CCD - discontinued operations exceptional items (note 2) - - - - 4.6 (428)
Total Group 486.9 5419 47.0 60.3 9g.4 EX)

Acquisition intangibles represent the fair value of the broker relgtionships of £75 0m which crose on the ocquisition of Moneybarn
in August 2014. The amortisation charge in 2022 amounted to £7.5m (2021 £7.5m).

Revenue between business segments is nol material,

Exceptional items for continuing operations represent a net exceptional charge of £8.0m in 2022 (2021 £18.1m) and comprise:

2022 2021
_ _ _ - o o o - o 7£m ) £in
Corporate costs including CCD closure (3.8) (108)
CCD Scheme of Arrangement costs {note 25) {3.7) (50)
Redundancy costs {note 1) (1.5) (10)
Costs in respect of the redemipiicn of bonds {note 4) - (3.9)
Pension credit (note 21) — 2.3
Total exceptional items (9.0) (87
Segment asscts Segment Yiakilitios Net assets/{habilitios)
2022 202 2022 2021 2022 2021
Group o - ) £m __Em £m £m £m Em
Credit cards and personal loans 1,795.6 16391 (1L.410.7)  (126486) 3849 3745
Vehicle finance 762.6 6983 (689.7) (5928) 172.9 1058
Central B 504.8 5465 (72.7) (100.8) 4321 4460
Centinuing operations before intra-group elimination 3,063.0 2,88390 (2.0731) (i9578) 2989.9 9263
Discontinued operations - 03 (382.7) (295.4) (382.7) (2950
Intra-group elimination (407.2) (158.9) 407.2 158.9 - -
Total Group 2,655.8 27253 (26486} (20841 607.2 6312

The presentation of segment net asselts reflects the stolutory assets, liobilities ond net assets of each of the Group's divisions.
This results in anintra-group elimination reflecting the difference between the central intercompany funding provided to the
divisions and the external funding raised centrally. Credit cards and personal loans are both recognised within Vanguis Bank
Limited and are therefore combined for balance sheet reporting purposes.
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1Segment reporting continued
The Group’s businesses operate principally in the UK.

Capital expenditure . Dopraciation  ~ Amortisgtion

2022 2021 2022 2021 2022 2021
Group S . _ _fm _f&n _E&m _#m __ fm £m
Credit cards and persanal [ouns 21.6 218 1.6 22 71 5.0
Vehicle finance 1.7 11 0.6 038 0.4 21
Central 9.5 - 0.6 0.4 8.5 75
Continuing operations 328 259 28 34 16.0 14.8
Discontinued operations - 0.2 - 15 - 36
Total Group 32.8 281 28 4.9 16.0 18.2

Capital expenditure in 2022 comprises expenditure on intangible assets of £29.2m (2021 £24 8m) and property, plant
and equipment of £3.6m (2021: £1.3m).

The gcquired intangible asset in respect of vehicle finance broker relationships is held on consolidation and, therefore, the
amaortisation charge has been allocated to Central in the obove analysis, consistent with the segment net asset analysis

2 Discontinued operations
The Group closed its CCD business comprising home credit and Satsuma loans during 2021 and in accordance with [FRS ©
‘Nen-current Assets Held for Sale and Discontinued Operations’ these businesses are presented as discontinued operations.

The results from discontinued operations, which are included in the Group income statement, are set out below.

2022 2021
_ N o .- _ _ Em _ _fm
Interest incorne (note 3) — 680
Interest expense (note 4) (8.2) (121)
Net interest income (8.2) 559
Total income (6.2) 55.9
Impairment charges (note 13) - (59.6)
Risk-cidjusted loss (6.2) (3.7)
Cperating cost:
- other {9.1) (91.8)
- exceptional items 4.6 (42.6)
Loss before taxation {10.7) (1281)
Tax credit/(charge) (note 7) 5.8 (28.6)
Loss from discontinued operations {4.9) (1867}
Basic loss per share {p) (2.0) (685}
Diluted loss per share (p) (2.0) (665)

During the year the discontinued operations generated cash of £0.m (2021 used £0.8my) in respect of opsrating activities,
generated £nil (2021 £1.2m) in respect of investing activities and used £0.1m (2021: £21m) in respect of financing activities.
Discontinued operations cash flows relating to exceptional items were a release of £4.6m (2021 cost £20.2m) in respect

of operating activities.

3iInterestincome

Intarest income is recognised by applying the effective interest rate (FIR) to the carrying value of a loan. The BIR is calculated
at inception and represents the rate which exactly discounts the future contractuat cash receipts from a loan to the amount
of cash advanced under that loan, plus directly attributable issue costs (e.g. oggregotor/brokerfees}.

Group
2022 2021
- B - o _ _ - £m £m
Interest income — continuing operations 486.9 4739
Interest income ~ discontinued operations (note 2) — 680
Total interest income 486.9 5419
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Notes to the financial statements continued

4 Interest expense

LSl
2622 202

Interest payable ont . I - o - . - . _ftm  fm
Retail deposits 19.6 244
Senior public and retail bonds 30.7 23.8
Bank borrowings - 45
Securitisation 13.5 68
Lease ligbilities finance costs 1.2 17
Exceptional cost in respect of the redemption of bonds (rote 27) e 39
Total interest expense 65.0 651
Interest expense - continuing operatians 58.8 530
interest expense — discontinued operations (note 2) 6.2 121

Discontinued finance costs included £0.1m (2021 £0.3m) in respect of lease ligbilities.

Exceptional costs of £3.9m in 2021 related to the £71.5m tender of the 2018 five-year fixed-rate bond (see note 27(e}) following
the Group's successful issuance of Tier 2 capital (see note 2/(h)).

5 Net fee and comrission income
Fee income is recognised at the time the charges are made to the customer on the basis the performance obligation
is complete.

. Grw
2022 202
7 . _ - o o . £m o £m
Fee and commission incomea 47.0 60.3
Fee and comrnission expense (2.8) (249)
Net fee and commission income ~ continuing operations 44.2 574
Total net fee and commissian income 44.2 574

Fee income predominantly relates to credit cards and reflects default and over-limit fees as well as other ancillary income
streams and interchange income.

6 Profit before taxation

_ Group.

2022 2021
Profit before taxation for continuing operations is stated after c_@rging/(cro_@ng)_ . . . ) __ Em __ Em
Armortisation of other intangdible assets:
- computer software (note 19) 8.5 71
- acquisition intangibles (note 19) 7.5 75
Depreciation of property, plant and eguipment {note 16) 2.8 34
Loss on dispasal of property, plant and equipment {(note 18} 0.9 0l
Loss/{profit) on disposal of intangibles (note 19) 22 (0.4)
Lepraciation of right of use assets (note 17) 9.3 81
Lease liability finance costs (note 4] .1 4
Impairment of amounts receivable from customers (note 13) 66.1 50.4
Emplayment costs (prior to exceptional redundancy costs and pension credit (note (b)) 149.6 122.2
Exceptional items:
Exceptional costs in relation to corporate costs including CCD closure 3.8 05
Exceptional CCD Scheme of Arrongement costs and provisicn {note 25) 3.7 50
Exceptional costs in respect of the redemption of bonds (nate 4) - 39
Exceptional redundancy cost (nate T{h}) 1.5 10
Exceptional pensien credit {note 2i{a)) - (2.3)
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6 Profit before taxation continued

All of the above activities relate to continuing activities.

o Grgup ___
2022 2021
Auditor's romunaration . — . Em £m
Fees puyuble Lo Uk Curmpuny’s audiwr for the audit of Company and consohdatsd Tinancial statements 0.4 04
Fees payable to the Company's auditor and its associates for other services:
— audit of Company’s subsidiaries pursuant to legisiation 13 1.3
- other non-audit services 0.7 1.2
Total guditor's remuneration 2.4 2.9
7 Taxcharge
o - ) : Q_roup - .
} 2022 o
Continuing Discontinued Continuing  Discontinucd
operations operations Total operations operations Total
Tax chﬁrge/(cled\t) in the income statement o _ &m  £m £m £m £m _&m
Current tax - UK 14.4 {5.8) 8.6 126 (33) 9.3
Deferred tax (note 23). UK 10.2 — 10.2 — 318 318
Impact of change in UK tax rate (note 23) 3.2 — 3.2 (50) — (5.0)
Total tax charge/{credit) 27.8 (5.8} 22.0 7.6 286 352
2022
- Continuing operations - - qiscolltinugg pperntiqns
Adjusted  Exceptional Adjusted Exceptional
PBT items Amortisation Total PBT items Total
- o - B £m £m ___?_m o ET £m £m £m
Profit/{loss) on ordinary activities
before tax 126.6 (9.0) (7.5) no. (15.3) 4.6 {10.7)
profit/(loss) before tax multiplied
by standard rate of cerporation tax
in the UK of 18% 24.1 01.7) {1.4) 21.0 {2.9) 0.9 {2.0)
Effect of:
- impact of change of UK tax rate (note (a)) 3.2 — — 3.2 — — -
- impact of bank corporation tax
surcharge (note (b)) 8.4 - — 8.4 - - —
- impact of lower tax rates overseas
and overseas losses (note {¢)) - — — — {0.) (0.) {0.2)
- wirite off of deferred tax assets (note (d)) 0.2 — - 0.2 - - —
- adjustments in respect of prior years
{note (&)) {4.4) 0.8 - {3.8) (6.5) 0.4 (6.1)
- prior year adjustments related to
transfer pricing and losses (note (1)) 1.0 - - L0 {1.0) — (1.0)
- transfer pricing adjustments (note (g)) - - - - - - -
- discount on payment for Iosses of
discontinued operations {note (h)) {2.3) - - (3.3) 3.3 - 3.3
- non-deductible general expenses
{note (i)} 02 0.7 - 0.9 0.6 {0.4) 0.2
29.4 (0.2) (1.4) 27.8 (6.8) 0.8 (5.8)
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Notes to the financial statements continued

7 Tax charge continued

S - .2 _ o
Co_htinuing aperations o _ﬂs_.g_ontlnuod opcratians
Adjusted  Fxceptional Adjusted  Exceplional
Par iterns  Amortisation Total PBT itemns Tota)

o o o - o _Efm . Em _Em £m ~_Em £m £m
Profit/{loss) on ordinary activities before tax 157.8 (181) (75) 1422 {955) (42.8) (128))
Profit/{loss) bafore tax multiplied by standard
rate of corporation tax in the UK of 19% 318 (3.4) (14) 270 (a1} (81 (26.2)
Effect of:
- impact of change of UK tax rate (note () (58) 0.2 06 (50) - - ~
— impact of bank carparation tax surcharge

(note (b)) 123 (o) — 12.2 — - -
— impact of lower tax rates overseas and

overseas losses {note (¢)) - - — - 27 0.8 35
- write off of deferred tax assets (note (d}) (03) - — (0.3) 23.4 — 23.4
~ adjustments in respect of prior years (note (e)} 05 - - 05 05 — 0.5
- prior year adjustmenls related to transfer

pricing and tosses (note (f)) (7.8) - - (r8) 78 - 7.8
- transfer pricing odjustments (note (g)) (0.8) — — {0.6) 06 — 06
= discount on payment for losses of discontinued

eperations (note (n)) (65) - - (65) 85 - 65
- reversal of exceptional complaints provision

{(note (j)) - (12.4) — (12.4) — 124 2.4
- non-deductible general expenses (note (i)} ol hE} — 05 al — 0]

23.7 (15.3} (0.8) 75 235 5.1 288

(@) Impact of change of UK tax rate

In 202Y, changes were enacted to Increase the mainstream corporation tax rate from 19% to 25% with effect from 1 April 2023.

At 31 December 2021, deferred tax balances were remeasured at 25%, and in the case of credit cards and loans, at the combined
mainstream corporation Lax rate (25%) and bank corporation tax surcharge rate (8%) of 33% to the extent that the termporary
differences on which deferred tax had been calculated were expected to reverse, or the tax loss was expected to be utilised,
after T April 2023,

In 2022, further changes were enacted which, with effect from 1 April 2023, reduce the bank corporation tox surcharge rate from
8% to 3% and increase the bank corporation tax surchargs allowance, being the threshold below which banking profits are not
subject to the surcharge, from £25m to £100m

To the extent the temperary differences on which deferred tax has been calculated are expected to reverse after 1 April 2023,
deferred tax balances at 31 Decemkber 2022 and movements in deferred tax balances during the year have therefore been
measured at 26% (2021 25%) and, in tha case of credit cards and personal loans, at the combinad mainstream corporation

tax rate (25%) and bank corporation tax surcharge rate (3%) of 28% (2021: 33%) except to the extent the temporary differences
reverse when profits from credit cards and personal loans are expected 1o be below the bank surcharge threshold, in which case
deferred tax balances have been measured at the combined rate of 25% (2021 33%).

A tax charge of £3.2m (2021 credit of £6.0m) represents the incorme statemesnt adjustment to deferred Lax as a result of these
changes and an additional deferred tax credit of £5.0m (2021 charge of £6.4m) has been taken directly to other comprehensive
income in respect of items reflected in other comprehensive income. Of the tax charge of £3.2m (2021 credit of £5.0m) taken to
the income staterment, £3.2m (2021 £5.0m) relates to continuing operations and £nil {2021, £nil) to discontinued operations.

There was a £nil impact in 2022 (2021 £nil) on discontinued operations from the change in tax rates as no deferred tax balances
were recognised in discontinued operations at 31 December 2022 {2021: £nil).

{b) impact of bank corporation tax surcharge

The adverse impact of the bank corporation tax surcharge amounts to £8.4m (2021 £12.2m) and represents tax at the bank
corporation tax surcharge rate of 8% on credit cards and personal loans taxable profits in excess of £25m where taxable profits
are calculated ignoring the benefit of losses elsewhere in the Group, including capitallosses.

The only entity subject to bank corporation tax surcharge in the Group is Vanguis Bank Limited which sits within continuing
operations

(c) Impact of lower tux rates overseas and overseas losses

Prior to its closure in 2021, the home credit business in the Republic of Ireland was subject to tax at the Republic of Ireland
statutory tax rate of 12.5% rather than the UK statutory mainstream corporation tax rate of 19.0%. in 2021, the home credit business
in the Republic of Ireland made o loss which can only be relieved against future profits of the business in the Republic of Ireland
at the 12.5% statutory rate rather than the 19.0% UK statutory tax rate. In light of the closure of the business, no deferred tax asset
was recognised in respect of this loss giving rise to a total adverse impact on the Group tax charge of £3.5m, all of which relates
to discontinued operations.

In 2022, no tax liability arises on the release of various provisions and accruals following the closure of the (rish business giving
a favourable Impact on the tax charge of £0.2m (2021 adverse impact of £3.6m), all of which relates to discontinued operations.
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7 Tax charge continued

(d) write off of deferred tax assets

in 2021 deferred tax assets written off comprised: (o) £23.6m of deferred tax assets related to discontinued operations for which
future tax relief was considered unlikely to be available following the closure of the business; net of (b) @ deferred tax credit of
£0.5m related to the deferred tax asset in respect of share scheme awards which had previously been written off on the basis
that future deductions were expected to be lower than previously anticipated. Of the £0.5m deferred tax credit, £0.3m related
A eantiniing oporations and £0.2m relatod to dircantinuad sperations. The £23.0m defoned lus ussels ululed W discontinuegd
cperations which were written off in 2021, related to tax losses carried forward and other temporary differences for which,
following the closure of the business, itwas considered unlikely that future tax relief would be available.

In 2022, the tax charge in respect of deferred tax assets written off amounts to £0.2m and relates to share scheme awards whers
future deductions are expected to be lower than previously anticipated. It relates entirely to continuing operations.

{e) Adjustments in respect of prior years

The tax credit of £9.7m in respect of prior years (2021 tax charge of £1.0m) comprises: {a) a net release of tax liabilities in respect
of prior years of continuing operations of £3.6m following agresment of ceriain historical tax matters with HMRC,; (0) @ £7.5m
reinstatement of deferred tax assets in respect of certain lesses and temporary differences of discontinued operations which
were written off in 2021 but for which tax relief is considered to be available in 2022; and (c) a £1.4m tax charge inrespectof a
reduction in tax losses of the discontinued operations available for group relief in prior years.

In 2021, the £1.0m tax charge in respect of prior years primarily cormprised adjustments related to prior yeor deferred tax on
share scheme awards and the impact of resolving historical tax liabilities, of which £0.5m related to discontinued operations
and £0.5m related to continuing operations.

(f} Prior year adjustments related to transfer pricing and losses

These comprise ¢ £1.0m cradit (2021: £7.8m charge) related tc discontinued operations net of a £1.0m charge (2021 £7.8m credit)
related to continuing operations and relate to transfer pricing adjustrents between the continuing operations and discontinued
operations in prior years, as well as adjustrments related to prior year tax losses of the discontinued operation which were
surrendered as group relisf to the continuing operation and which the continuing operation paid for at a discounted price.

(g) Transfer pricing adjustments

In 2021, these comprised a £0.6m credit related to continuing operations and a £0.6m charge related to discontinued operatians,
and represented the impact of transfer pricing adjustments between the profits of continuing and discontinuesd operations. They
have a £nil overall impact on the tax chargs. There are no such adjustments in 2022,

(h)} Discount on payment for losses of discontinued operations

This comprises a credit of £3.3m (2021 cradiit of £6.56m) related to continuing operations and a charge of £3.2m (2021 charge of
£6 5m) related to discontinued operations, and relates to tax losses of the discontinued operation which have been surrendered
as group relief to the continuing operation and which the continuing operation has paid for at a discounted price. The overall
impact on the tax charge is £nil {2021: £nil),

(i) Non-deductible general expenses

In 2022, these primarily comprise: (@) in the case of discontinued cperations, costs for which tax deductions may not be available
post-closure of the business net of the release of the provision for costs associated with the FCA investigation into affordable
lending in CCD, part of which is nen-taxable; and {b} in the case of the continuing cperations, the cost of certain projects for
which it is considered a tax deduction may not be available.

(i) Exceptional complaints provision

In 2021, the release of the exceptional complaints provision in CGD following the implermentation of the Scheme of Arrangement gave
rise to a tax charge in CCD of £i2.4m. As the release of the provision was recognised as part of continuing rather than discontinued
operations, this gave rise to a tax reconciling difference in 2021 of £12.4m between continuing and discontinued operations.

These adjustments had a £nil overall impact on the 2021 tax charge.

in 2021, a tax deduction was claimed for the £E70m costs of the Scheme of Arrangement incurred by vVanquis Banking Group plc
which was also recognised as part of continuing operations.

Tax on exceptional items
The tax charge in respect of exceptional iterms amounts to £0.6m (2021 tax credit of £10.2m) and comprises a £0.2m credit
{2021 £15 3m credit) relating to continuing operations and a £0.8m charge (2021 £5.1m charge) related to discontinued operations.

in 2022:
- The £0.2m tax credit relating to continuing operations represents a tax eredit in respect of all exceptional costs of the continuing
operations with the exception of certain project costs for which it is considered tax deductions may not be available.

- The £0.8m tax charge relating o discontinued operations represents the tax charge on the release of certain provisions and
aceruais for which tax deductions were praviously claimed with the exception of those relating to the Irish branch which
are non-taxable.

In 2021

~  The PI5.3m tax credit relating to continuing operations represents: (i) a tax credit in respect of all excepticnal costs
of the continuing operations with the exception of certoin project costs for which itis considered tax deductions may
net be available; and (i} the tax reconciling difference between continuing and discontinued operations referred
1o in note {j) above.

- The £5.1m tax charge relating to discontinued operations represents the tax reconciling difference between continuing and
discontinued operations referred 1o in note (j) above net of a tax credit for the exceptional closure costs of the discontinuad
operations with the exception of those costs relatad to the Irish branch for which no effective tax relief is available.
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Notes to the financial statements continued

7 Tax charge continued

(j) Exceptional complaints provision continued

Tax on exceptional items continued

The tax credit/(chorge} on items taken directly 10 other comprehensive income is as follows,

Tax cradit/{charge) on items taken directly to other comprehensive INcome

Deferred tax credit on fair value maovement in investrent

Deferred tax credit{{charge) on actuacrial movements on retirerment benefit asset

Tax credit/(charge) on items taken directly to other comprehensive income prior to impact of change in UK

tax rate
Impact of change in UK tax rate

Total tax credit/ (charge) on items token directly to other comprehensive income

Groupﬁiim

2022 2021
. Em __Em

- 14
16.0 (5,2)
16.0 (a38)
5.0 (6.4)
210 (10.2)

The tax credit/(chorge) on iterns taken directly 1o other comprehensive income relates entirely to continuing operations.

8 Earningsf(loss) per share

Basic earnings/{loss) per share (E/LPS) is calculoted by dividing the profit/(loss) for the year ottributable to equity shareholders

by the weighted average number of ordinary shares outstanding during the year less the number of shares held by the

Employee Benefit Trust which are used to satisfy the share awards such as DBP, PSP, LTIS, RSP and CSOP.

Diluted EfLPS calculates the effect on E/LPS assuming conversion of all dilutive potential ordinary shares Dilutive potentiat

ordinary shares are calculated as follows:

{(J For share awards outstanding under performance-relaled share incentive schemes such as the Deferred Bonus Plan (DBP)
(previously the Performance Share Plan (PSP)), the Long Term Incentive Scheme (LTIS), the Restricted Share Plan (RSP) and the
Company Share Gption Plan (CS0P), the number of dilutive potential ordinary shares is calculated based on the number of
shares which would be issuable if: (i) the end of the reporting period is assumed to be the end of the schemes’ performance
pericd; and (1) the performance targets have been met as at that date,

(i} For share optiens outstanding under non-performance-related schemes such os the Save As You Earn scheme (SAYE), a
caleulation is performed to determine the nurmber of shares that could have been acquired at fair value (determined as
the average annual market share price of the Company's shares) based on the monetory value of the subscription rights
attached to outstanding share options. The number of shares calculated is compared with the number of share options
outstanding, with the difference being the dilutive potential ordinary shares. The Group also presents on adjusted EPS, prior
to the amortisation of acquisition intangibles and exceptional items.

Potential ordinary shares are treated os dilutive when, and only when, their conversion to ordinary shares would decrease

earnings per share or increase Joss per share.

Reconciliations of basic and diluted E/LPS for continuing operations and the Group are set out below:

- 3022 - - 20 o

weighted Weightad

average avarage
numberof Pershare number of  Per share
Earnings shares amount Earnings shares amount
Continuing oprvgrroﬂons - o . B £m .. m pence £m m ponce
Basic earrings per share B82.3 250.9 328 134.6 25G.7 537
Dilutive effect of share options and awards - 2.8 (0.4) - 13 (03)
Diluted earnings per share 82.3 253.7 324 134.6 2620 534

2022 o 2021

weighted Weighted

average average
number of  Pershare number of  Par share
Earnings shares aimount Loss shiarss amount
Group o o o L £m _m pence fm  0m _ penca
Basic earnings/(loss) per share 77.4 260.9 30.8 (321) 250.7 (12.8)
Dilutive effect of share options and awards — 2.8 (0.3) - — —
Diluted earnings/{loss) per share 77.4 253.7 305 (321) 2507 (12.8)
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8 Earnings/(loss) per share continued

The directors have elected to show an adjusted earnings per share prior to the amortisation of acquisition intangibles which
arose on the acquisition of vehicle finance in August 2014 (see note 18) and pricr to exceptional items (see note 1). This is
presentsd to show the adjusted earnings per share generated by the continuing and Group operations. A reconciliation
of continuing and Group basic/diluted earnings/(loss) per share to odjusted basic and diluted earnings/(loss) per share

is as follows:

B _ 202 ;
Weighted Weighted
uverage avorage
numberof Pershare numberof  Per share
Earnings shares amount Earnings shares amount
Continuing operations £m m pence £m m pence
Basic earnings per share 82.3 250.9 32.8 134.6 2507 537
Amortisation of acquisition intangibles, net of tax 6.1 - 24 67 - 27
Exceptional iterns, net of tax 8.8 - 3.5 28 - 11
Adjusted basic earnings per share 97.2 250.9 38.7 144.] 250.7 575
Diluted earnings per share 823 253.7 32.4 134.6 252.0 534
Amoertisation of acquisition intangibles, net of tax 6.1 - 24 67 - 27
Exceptional iterns, net of tax 8.8 - 3.5 28 - Al
Adjusted diluted earnings per share g7.2 253.7 38.3 1441 252.0 57.2
2022 2021
Weighted wWaeightod
average average
numberof  Pershare number of  Por share
Earnings shares amount Loss shares amaount
Group . - I L m pence £m m pence
Basic earnings{ (ioss) per share 77.4 250.9 30.8 {321 2507 {12.8}
Amortisation of acquisition intangibles, net of tax 8.1 — 2.4 67 - 27
Exceptional items, net of tax 5.0 - 20 50.5 - 201
Adjusted basic earnings per share 885 250.9 35.2 251 2607 10.0
Diluted earnings/(loss) per share 77.4 253.7 30.5 (320 2520 (12.7)
Amortisation of acquisition intangibles, net of tax 6.1 - 24 67 - 27
Exceptional items, net of tax 5.0 - 2,0 505 - 200
Adjusted diluted earnings per share 88.5 253.7 34.9 251 2520 100
9 Dividends
____f_:‘vroup . o
2022 2021
o o - B ] - . £m £m
2021 interim — 12p per share 3041 -
2022 interim - bp per share 12.7 -
Dividends paid 42.8 -

The directors are recormmending o final dividend in respect of the financial year ended 31 December 2022 of 10.3p per share
which will omount to on estimated dividend of £26.1m. If approved, this dividend will be paid on 7 June 2023 to shareholders who

were on the register of members at 21 April 2023,
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Notes to the financial statements continued

10 Directors’ remuneration
The remuneration of the directors, who are the key management personnel of the Group, is set out below in aggregate for each
of the categories specified in IAS 24 'Related Party Disclosures’.

Group and Company

2022 202
. o o L o ) ) . S o o . £m £m_
Short-term employee benefits 4.1 26
Share-based payment charge 1.5 10
Total directors’ remuneration 5.6 36

Short-term employee benefits comprise salary/fees, bonus, benefits earned in the year and pension salary supplements
for executive directors.

The share-based payment charge reflects the expected vesting of the Group's share-based incentives,

1l Employee information
(o) Average monthly number of employees in the Group

— e 02 . — - 22 A

Credit Credit

cards cards

and and

personal Vehicle parsonal - Vehicle

L o o _loons  finance  Central cCD  Group loans - finance EJcmlrc_z_I____ cco Group
Full time 1,195 370 364 — 1929 1312 363 132 1232 3039
Part time 176 49 53 - 278 179 49 13 n4 3bbH
Total 1.371 419 417 - 2,207 1,491 412 145 1,346 3,384
Total — continuing operations 1,371 418 47 - 2,207 1,491 412 145 — 2048
Total — discontinued operations -~ - - - - - - - 1,348 1346

Employees comprise all head office and contact centre employees within credit cards, personal loans and vehicle finance
Central employees represent corporate office armployees and executive and non-executive directors empioyed by the
Company. Central employees have increased largely to support the engoing centralisation of Group functions across Finance,
Risk, Legal and HR

(b) Employment costs
p

__ Group ___ Company
2022 202 2022 202
R - . — . - Em i Em o Fm
Aggregate gross wages and salaries paid to the Group's employees 120.8 1031 258 17.5
Employer’s National Insurance contributions 15,3 n3 3.5 24
Pensicn charge/(credit), prior to exceptional pension cradit 8.4 53 1.4 (07)
Share-based payment charge (note 30) 5.1 25 29 17
Total employment cost prior to exceptional costs 148.6 122.2 33.e 209
Exceptional redundancy cost 1.5 1.0 11 bl
Exceptional pension cradit (nate 21) — (2.3) - (2.3)
Total employment costs — continuing cperations 1511 120.9 34.7 186
Employment costs — discontinued operations - 8b.0 - -
Total employment costs 1511 205.8 34.7 18.6

The pension charge comprises the retirement benefit charge for defined benefit schemes, contributions to the stakeholder
pension plan and contributions to personal pension arrangements. The credit in 2021in the Company for the pension charge
represents centributions received from the subsidiaries in relation to the defined benefit schemes, partly offset by the charge in
reiation to the defined contribution schemes. There were no contributions from subsidiaries in 2022

The increase in the share-based payment charge from £2.5m in 2021 to £51m in 2022 primarily reflects the higher RSP schame
costs in the year. The share-based payment charge of £5.1m (202): £2.5m) relates to equity-settied scherme charges of £5.1m
{2021 £3.0m) and o cash-settled scheme credit of £nil {2021, credit of £0.5m). A share-based poyment charge of £nil {2021 £0.8m)
relates to equity-settled schemes in respect of discontinued operations.
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12 Cash and cash equivalents
Cash and cash equivalents includes cash at bank and held in short-term deposits and Vanguis Bank Limited's liquid assets buffer,
including other liquid resources.

. (_?froup o Compcmy -
2022 202 2022 2021
tm Cm cm £ra
Central bank reserves 420.5 414.8 - -
Cash at bank 45.4 308.2 4.1 2068
Cash in hand (1.0) (3.3) - —
Total cash and cash equivalents 464.9 7 4.1 206.6

in addition to cash and cash equivalents, the Group had £1.0m of bank overdrafts at 31 Decernber 2022 (2021, £3.6m) and the
Company had £nil bank overdrafts (2021 £nil), both of which are disclosed within bank and other borrowings {see note 27).

All cash and cash equivalents are held with investment grade rated banks.

Vanquis Bank Limited’s total liguid assets buffer is held in the Bank of Fngland central reserve cccount and amounted to £4205m
at 31 December 2022 (2021 £414.8m).

The currency profile of cash and cash equivalents is as follows:

. Gwoowp Comp_)(_my_ }

2022 2021 2022 202

o o - £m £m £m £rm

Sterling 4649 716.3 4.1 2052
Euro — 14 - 14
Total cash and cash equivalents 464.9 neg 4.1 2066

Cash and cash equivalents are non-interest bearing other than in respect of the cash held on deposit and the amounts held
by vanquis Bonk Limited as a liquid assets buffer and other liquid rescurces which bear interest at rates linked to the Bank
of Englond bose rate.

13 Amounts receivable from customers

2Q22 o 2_0?1 .

Due Due in buc Ducin

within  more than within  morea than
one year one year Total one year onNG yoar Total

L - _ Em Q,“l ~ Em £€m £m Em

Credit cards 1,181.6 — 1.181.6 10834 — 1,063 4
vehicle finance 181.4 464.7 646.1 168.5 4077 588.2
Personal loans 3443 422 76.3 9.7 B84 287
Total 1,397 506.9 1,904.C 12518 4261 16777
Fair value adjustrment for portiolio hedged risk {(a.7) {3.2) (7.9) - — -
Total reported amounts receivable from customers 1,392.4 503.7 1,886.1 12516 4261 16777

The fair value adjustment for the portfolio hedge risk relates to the unamortised hedged accounting adjustment in refation
to discontinued balance guaranteed swap (see note 22). In 2021 this was presented within trade and other receivables (£3.6m)
(see note 14).

The gross armounts receivable from customers and allowance cccount which form the net amounts receivable from customers
are as foliows:

2022 S it

Credit Vehicle Personal Crodit Vehicle Porsonal

cards finance loans Group cards finance loans Group
Graup . : £m _EMm  &m  Em &M £m £m Em
Gross amounts receivable
from custorners 1,452.0 9723 B85.5 2,509.8 1,417.2 8417 337 229286
Allowance account (270.4) (326.2) {8.2) (s05.8) (353.8) (2595) (5.8) (6149}
Reported cmounts receivable
from customers 1181.6 646.1 76.3 1,904.0 10634 586.2 2381 1,877.7
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Notes to the financial statements continued

13 Amounts receivable from customers continued

Amounts receivable from customers for credit cards can be reconciled as follows:

2022 - o 2021 )
Stagel Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Credit ccxrdsi 7 . £m Em - 7313 Er,", B ir]\ 3 £m ?(L - £m 7
Gross carrying amount
At 1 January 883.8 340.9 192.5 1,417.2 10238 186.5 3317 15420
New financial assets originated
and new drawdowns 1,906.8 2101 16.7 2,133.6 1,976.8 797 328 20885
Net transfers and changes in credit risk:
- from stage 1 to stage 2 (584.7) 684.7 - — {833.8) 833.8 — —
- from stage 1o stage 3 (20.2) - 20.2 — (50.4) - 504 —
- from stage 2 to stage | 532.4 (532.4) - - 5445 (544.5) - -
- from stagie 2 to stage 3 - (180.1) 1801 - - (1215) 1215 -
- from stage 3 to stage 1 21.5 — {21.5) — 633 — (83.3) —
- from stage 3 to stage 2 — 15.3 {15.3) - - 248 {248) —
Write offs {9.8) (12.6) (156.8) {179.2) m.2) n) (1552) (1775)
Recoveries (1,884.4)  (378.2) (56.9) (2,319.5) (21478) (174.7) (1264) (24489)
Revenue 271.2 101.0 8.0 380.2 3151 60.0 14.0 3881
Other movements — — 19.7 19.7 4.4 79 n7 240
At 31 December 1,116.6 148.7 186.7 1,452.0 8838 3409 1925 1.417.2
Allowance account
AL 1 January 99.7 1021 152.0 353.8 166 4 889 2118 4869
Movemeants through income statement,
- drawdowns and net transfers and
changes in credit risk.
- from stage 1 1o stage 2 (76.5) 210.6 - 134.1 (157.4) 3310 - 1736
- from stage 1 to stage 3 (5.4) - 17.4 12.0 (9.8) — 238 140
~ from stage 2 to stage | 55.8 (185.8) - (130.0) 122.2 (248.2) - (126.0)
- from stage 2 to stage 3 - (100.8) 18.5 17.7 - (80.2) 928 127
- from stage 3 to stage | 1.4 — {3.9) (2.8) 8.3 - {9.3) (30)
- from stage 3 1o stage 2 — 3.0 {3.0) - — 6.5 (28) 27
- other mavements 28.0 4.7 (84.2) {14.5) (182) 128 {65.9) (70.3)
Tolal moverments through income
staternent 33 {31.3) 44.8 16.8 (56.9) 229 37.7 37
Other movements;
— write offs (s.8) (12.6) {156.8) (179.2) (m2) (m1n (155.2) (1775)
- amounts recovered — - 79.0 79.0 14 14 57.9 607
Allowance account at 31 December 93.2 58.2 9.0 270.4 Q9.7 1021 152.0 3538
Reported armounts receivable
from custamers at 31 December 1,023.4 90.% 67.7 1,181.6 7841 2388 405 1,0634
Reported amounts receivable
from custarners ot 1 Jonuary 784 228.8 40.5 1,063.4 8574 97.8 1201 1075)

Movements in the cllowance account Include ¢.£50m in relation 1o the refreshed SICR threshold parameters to better reflect
the evolving recelvables mix following o refocus onto lower risk market segments.

Recoveries have reduced in 2022 due to the impact of debt sale activity, Cther moverments through income staterment include
maovernents from risk leve! changes that do not result in staging movements, charged off accounts, exited accounts and

debt sales.

As at 31 December 2022 unutilised credit card commitments were £1,370.9m (2021, £1,228.3m).

Anincrease of 1% of the gross exposure into stage 2 from stage | would resultin an increase in the cllowance account of
£3.4rm (2021: £1.6m) based on applying the difference between the coverage ratios from stage 1 1o stage 2 to the moverment

in gross exposure.
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13 Amounts receivable from customers continued
A breakdown of the in-model and past-model overlays for credit cards is shown below:

2022 2021
Credit cards o oo e - . Em _Em
Core model 2541 2998
In-model overlays — 279
Post-model overiays 16.3 26.1
Total allowance account 270.4 3538

2922 2021
Description - B ) o - o £m £m
In-rmodel overlays:
Covid-19 overlay for cards (note {a}) - 27.9
Total in-rmodel overlays - 27.9
Post-model overlays:
Affordability (note (b)) 0.3 5.0
Persistent debt (note (c)) 2.8 5.8
Cost of Iiving (note (d)) 10.0 78
Recoveries (note (g)) 25 7.4
Other 0.7 Q.1
Total post-model overlays 16.3 28
Total overlays 16.3 540

(o)} Impact of Covid-19

The impact of Covid-19 significantly influenced credit card provisioning methodolagy. The core IFRS 9 madels utilise a scorecard
approach to calculating a 12-moenth PR and the relationships between the established drivers of default risk found in the PD
scorecards; it was previously assumed the 12-month PD may be distorted during the Covid-12 period. This potential distortion
could be caused by external government support initiatives or the notural lag that is apparent when risk profiles change.
Accordingly, an in-model utilization adjustrment was made to the probakility of default modets for credit cards.

However, the underlying risk profile of these customers has not fundamentally changed, and over the course of 2022 it
became evident that this utifisation adjustment was no longer reguired. Consequently this adjustment has been fully unwound
during the year.

(b) affordability

An additional IFRS 8 impairment provision has been created to cover the principal balance of those custorners impacted by risk
events which may need to be written off. These risk events arose from minor temporary data misalignment instances impacting
asmall number of accounts which have now been rermediated.

(c) Persistent debt

A post-model overlay was calculated 1o refine provisioning for those customers who have entered PL38. These customers

have been splitinto two categories: those who have respondead to cermmunications and agreed to pay down their outstanding
balance, and those who are making minimum payments but have not responded to communications. The core mode! does not
consider this refinement and therefore a post-model overlay is required.
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Notes to the financial statements continued

13 Amounts receivable from custorners continued

(d) cost of living

Consumer prices, as measured by the Consumer Prices Index (CPI) was 10.5% in December 2022, and the Government has
announced a range of measuras to support households during the current economic environment. After aecounting for
these policies most [ower income households are expected 1o be protected from the increase in inflation. But for many other
households, inflation is stilt a looming risk albeit recent government forecasts predict a weaker than previously expected
recessicn. The IFRS @ macroeconomic model does not consider inflation or CPl, as there is no significant corralation between
inflation and expected credit losses. However it is recognised that the increase in CPI may have same impact on the existing
book and hence managament continue to retain a post-model overiay for cost of living of £10.0m (2021 £7.8m).

The underlying credit metrics of the receivables book remain stable and show no signs of significant increase in credit risk.
The £10.0m overlay is based on management judgement, reflecting the Group’s proactive approach to risk management
and is appropriately supported by modelling analytics.

{e) Recoveries

A post-rmodel overlay was credted in 2021 to account for an estimated reduction in recoveries for debt sold to debt collection
agencies. Updated information and further refinement in understanding the extent of the exposure has led to management
reducing the recoveries overlay from £74m to £2.5m,

A breakdown of the gross receivable by internal credit risk rating is shown below:

2022 _ B 2021 .
Staget Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Credit cards - __Em Em Em _ Em £ _Em £m 7 £m
Good 975.9 90.6 — 1,066.5 7637 2691 - 10328
Satisfactory 140.7 58.1 - 198.8 1201 18 - 8.9
Llower quality — — 186.7 186.7 — — 1925 1925
Total 1.116.6 148.7 186.7 1.452.0 8838 3408 19256 1,4Y72

Low-quality receivables relate to defaulted accounts and are therefore assigned as stage 3. Satisfactory receivables consist

of accounts that are above a prescribed PD cut off, dependent on the custormer’s credit score, High-quality receivables consist

of accounts that are below a prescribed PD cut off, dependent on the custormer’s credit score.
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13 Amounts receivable from customers continued
Armmounts receivable from customers for vehicle finance can be reconciled as follows:

2022 2021
Stage ] Stage 2 Stage 3 Total Stage | Stage 2 Stage 3 Total
Vehicle finance £m £m £m £m £m £rn £m £€m
Gross carrying amaount
At 1 January 350.2 112.9 378.6 841.7 4438 1001 2214 7653
New financial assets criginated 274.5 - - 274.5 2728 — — 2728
Transfers due te changes in credit risk:
- from stage 1 to stage 2 (132.8) 132.8 - - (1082} 1082 — —
- from stage 1 to stage 3 (75.6) - 75.6 - (1561} — 156.1 —
- from stage 2 to stage | 10.2 (10.2) - — 28 (2.8) - -
- from stage 2 to stage 3 - (48.5) 48.5 — — (73.8) 738 -
- from stage 3 to stage | 11 - (n.1) - 01 - (on —
- from stage 3 to stage 2 - 121 (12.1) - - 05 {05) -
write offs - - (3.1) {z1) (0.3) (07) (158) 68)
Recoveries (160.5) (56.7) (123.5) {340.7) (1986} (47.3) (1037) (3508)
Revenue' 62.8 25.8 85.8 174.4 937 276 483 167.6
Other changes ni 11 13.3 25.5 12 11 09 32
At 31 December 351.0 169.3 452.0 9723 3002 1n2.9 3786 8417
Allowance account
At Janudry 14.3 15.8 225.4 255.5 218 17.9 159.0 1987
Movernents through income statement:
- new financicl assets originated 37.2 - — 37.2 391 - - 391
- transfers due to changes in credit risk:
- from stage | to stage 2 {19.8) 21.2 — 1.4 (12.7) 5.0 — 2.3
- from stage 110 stage 3 {(n.s) - 411 29.5 (235) - 468 23.3
- from stage 2 to stage | 0.3 (1.3) - (1.0) 01 (0.4) — {0.3)
- from stage 2 ta stage 3 - (8.8) 15.7 5.9 - (125) 2386 ni
- from stage 3 to stage | 02 — {2.0) (1.8) — — {on (o1)
- frem stage 3 to stage 2 - 11 {2.4) {1.3) — — (02) {0.2)
- remeasurernents within existing stage (5.1) (3.49) (29.8) {38.3) (10.2) (38) (232) (36.9)
- other changes 0.4 12 6.6 8.2 - - 6.3 6.3
Total amount recorded in impairment charges 16 10,0 29,2 40.8 (7.2} (1.4) 53.2 44.5
Amounts netted off against revenue for stage
3 assets - - 338 33.8 - - 29.7 29.7
Other movements:
— write offs — - (3a) (31) (0.3) (07 (15.6) (16.6)
- other chonges - - {0.8) {0.8) — — (09) (0.9)
Allowance account at 31 December 15.9 25.8 284.5 326.2 143 5.8 2254 2555
Reported amounts receivable
frem customers at 31 December 3351 143.5 167.5 646.1 3359 971 153.2 586.2
Reported amounts receivable from custormers
at 1 January 3359 7.1 153.2 586.2 4220 822 624 L6685

1 Inthe income staterment vehicle finance revenuas of £140 8m (2021 £1378m) 1s reported net of the irmpairrment charge for stage 3 assets of £33.8m (2021 £287m).

Other changes within gross receivable include the capitalisation of broker costs.

Included within vehicle finance receivables is £2.8m (2021 £2.9m) in relation to receivables classified as purchased or originated

as creditimpaired under IFRS 2.

Vehicles are held as collateral against a vehicle finance conditional sale agreerment until it is repaid in full. The impact of

holding the collateral of £453.4m (2021: £484.7m) on the allowance account as at 31 December 2022 was £54.7m (2021; £85.8m),

representing 88% (2021: 84%) of the balance.

Vehicle finance gross receivables are stated net of unearned finance income of £337.5m {2021 £322.4m).

Anincreass of 1% of the gross exposure into stage 2 from stage 1 would result in an increase in the aliowance account of

£0.3m (2021: £0.4m) based on applying the difference between the coverage ratios from stage | to stage 2 to the movement

in gross exposure.
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Notes to the financial statements continued

13 Amounts receivable from customers continued

A breakdown of the in-model and post-model overlays for vehicle finance Ts shown below:

2022 2021
Vehicle finance B B . £m £m
Core model 328.7 2575
In-model overlays — —
Post-model overlays (2.5) (2.0)
Total allowance account 326.2 2555

2022 2021

Dcscg)fiog ] o N _ £Em ) f_[rj
In-maodel overlays:
Total in-maode! overlays - -
Post-model overlays:
Cost of living {note (a)) 05 -
Fraud (note (b)) (3.0) (2.0)
Total post-model overlays (2.5) (2.0)
Total overlays (2.5) (2.0

{a) Cost of living

Refer to credit cards cost of living overlays section for economic update.

The credit acquisition and affordability models were updated in early 2022 by a blended average of 8.7%% reflecting the rise
in inflation, energy prices and other bills compared to income. Vehicle finance implemented a new IFRS 2 suite of models with
revised behavioural PDs during late 2021 and therefore a significant number of variables indicating financial distress are already

incorporated within this model.

However, considering the broader macroeconomic environment and the observations made above, the management opiron
is that a cost of living overiay of £0.5m should be recognised. This was derived by taking the cohort of up-to-date geccounts in
stage 2 and modelling o higher probability of default to replicate o situation reflective of these falling into arrears.

{b) Fraud

The fraud overlay represents the cohort of live accounts within the vehicle finance portfolio that have been identified as fraud
customers. There is a corresponding adjustment within gross receivables for these accounts.

A breakdown of the gross receivable by internal credit risk rating is shown below:

stage 1
vohicle finance £m
Good 145.9
Satisfactory 1741
Lower quality 301
Below standard 09
Total 351.0

2022

stage 2
£m
20.6
59.7
38.6
504

169.3

Stage 3
£m

452.0

452.0

Total

£m

166.5
2338
68.7

503.3

972.2

Stage |
£m

152.3
170.7
261

202

Stoge 2
£m

104
324
231

Stago 3
£m

378.6
3786

Internal credit risk rating is based on the internal credit score of a customer at the balance sheet date. 2021 has been
represented on a consistent basis as 2022 using risk rating at balance sheet date.
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13 Amounts receivable from customers continued
Amounts receivable from customers for personal loans can be reconciled as follows:

2022 2021
Stagel Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Personal loans £rm £m EnJ EL,f,, ,,,,E,m £m £m £m
Gross carrying amount
At January 29.9 1.8 2.0 33.7 207 .8 38 264
New finoncial assets originated and new
drawdowns 86.0 1.7 23 50.0 272 1.6 1.7 305
Net transfers and changes in credit risk:
- from stage 11o stage 2 (1.4) 1.4 - - (1.4) 14 - —
- from stage 1to stage 2 (16.4) - 16.4 - (1.4) — 1.4 —
- from stage 2 to stage | 0.4 (0.4) - - 05 (0.5) - -
- from stage 2 to stage 3 - (t.7) 1.7 - — {03) 0.3 -
- from stage 3 to stage | ol - (0.1) — 0.2 - {02) -
- from stage 3 to stoge 2 - - - - - 01 (01) -
Write offs — — (6.2) {6.2) - - (4.5) (45)
Recoveries (32.5) () (10.2) {43.8) (23.5) (1.4} (1.5} (26.4)
Revenue 12.0 0.4 0.7 13.1 6.4 0.4 0.4 7.2
Other movements - — (1.3) (1.3) 1.2 (1.3) 0.6 05
At 31 December 78.1 21 5.3 855 29.9 18 20 337
Allowance account
At 1 January 35 0.8 1.3 5.6 3.6 1.3 2.4 7.3
Movements through income statement:
- drawdowns and net transfers and changes
in credit risk:
- from stage | to stage 2 (0.4} 0.7 — 0.6 (o) 0.l — —
- from stage 1to stage 3 (0.9) - 35 2.6 (on — 0.5 0.4
- from stage 2 to stage | - {0.0) - (0.1} (o — (on)
- from stage 2 to stage 3 — {0.4) 0.4 - - (on 01 —
- from stage 3 to stage — - — — - - (o (oD
- from stage 3 to stage 2 - - - - - - - -
- other movements 2.5 (0.3) 3.2 5.4 01 (0.4) 22 19
Total movements through income statement 15 (0.1) 71 8.5 (on (05) 27 21
Other movements:
- write offs - - (6.2) (6.2} — — (45) (45)
- amounts recovered - - 1.3 13 - - 0.7 Q7
Allowance account at 31 December 5.0 0.7 35 8.2 35 08 13 56
Reportec amounts receivable
from customers at 31 Decermber 731 1.4 1.8 76.3 264 1a 0.7 281
Reported amounts receivable from customers
at 1 January 26.4 1.0 0.7 28.1 174 0.5 15 191

Other movements through income statement include movements from risk level changes that do not result in staging

movements, charged off accounts, exited accounts and debt sales.

Anincrease of 1% of the gross exposure inte stage 2 from stage 1would result in an increase in the allowance account of £0.2m
(2021 £0.1m) based on applying the difference between the coverage ratios from stage | to stage 2 to the movement in

gross exposure.
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Notes to the financial statements continued

13 Amounts receivable from customers continued
A breakdown of the in-model and post-model overlays for personal loans is shown below:

2022 2021
Personalloans o ) 7 £m fm
Core model 8.6 39
In-maodel overlays — —
Post-model overlays 0.6 1.7
Total aliowance account 9.2 5.6

2022 202

Description e e ,,,,,,,,,Em, . £rm
In-model overlays:
Total in~model overlays — -
Post-model overlays:
Covid-1¢ overlay (note (a)) — 17
Cost of living {note (b)) 0.3 -
Other 0.3 =
Totdl post-model overlays 0.6 17
Total averlays . 0.6 17

(a) covid-19 overlay

In Decembyer 2020, a post-moadel overlay for the payment holiday population and any future take-up of payment holidays
expected In the persenal loans portfolio was held, as these customers will exhibit greater losses than indicated based on the
historical experience within the core model. This was updated in December 2021 as payment holidays ceased and an increased
PD for up-to-date accounts was applied as a result of more accounts being expected to fallinto default after the removal of
the government support scheme Over the course of 2022 it became evident that the overlay wos no longer required and it has
been gradually unwound during the year.

(b) Cost of living
In light of rising inflation and higher energy costs, an additional provision is required for the expected rise in cost of living which
may impact custormers’ ability to maoke repayments.

A breakdown of the gross receivable by internal credit risk rating is shown below:

2022 e
Stage 1 Stage 2 Stage 3 Total Stage! Stage 2 Stage 3 Total
Personal loans ) £m £m £m £m £m £m CEm B
Good 623 0.6 - 62.9 19.2 - - 92
Satisfactory 15.8 1.5 - 17.3 10.7 1.8 - 125
Lower quality — — 5.3 5.3 - - 20 20
Total 781 2 5.3 85,5 299 1.8 20 33.7

Low-quality receivables relate to defaulted accounts and are therefore assigned as stage 3. Satisfactory receivables consist
of occounts that are ahove o prescribed PD cut off, dependent on the customer’s credit score High-quality receivables consist
of accounts that are below a prescribed PD cut off, dependent on the customer’s credit score.
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13 Amounts receivable from customers continued

o 2022 2021 )
Stagel Stage 2 Stage 3 Total Stage ] Stage ? Stage 3 Total
CCD — discontinued operations . Em. £m £m £m £m £rm Fm £m
Gross carrying amount
AllJonuary — - - 76.9 170 3591 1542
New financial assets originated - - - — 13.8 03 - 4]
Transfers due to changes in cradit risk:
- from stoge 1 1o stage 2 - - — - {8.3) 83 - -
— from stage | to stage 3 - - - - (15.9) — 1689 -
- from stage 2 to stage | — — — — 1.4 (1.4) - -
- from stage 2 to stage 3 - - - - - (1n.0) 15.0 -
- from stage 3 to stage | - — - — 05 - (05) -
- from stage 3 to stags 2 - - - — — 29 (2.8) —
write offs - - - — (8.1} (6.7} (3601) (374.9)
Recoveries - - - — (102.4) (17.2} {410) (160.8)
Revenue - - - - 433 10.9 13.8 680
Other movements - - - - (0.2) - {0.8) (08)
At 31 December - - - - - - - -
Allowance account
At 1January — - - - 57 38 3057 3152
Movements through income statement:
- new financial assets ariginated - - — [8is} - - 0.5
- transfers due to changes in credit risk:
- from stage 1to stage 2 — - - - (21) 21 - -
- from stage 1to stage 3 - - - - {4.2) - 432 -
- from stage 2 to slage | - - - - 08 (0.5) - —
- from stoge 2 to stage 3 - - - - - (6.9) 6.9 -
- from stoge 3 to stage 1 - - — - 0.4 - (0.4) —
- from stage 3 1o stage 2 - - — - — 2.4 (2.4) —
~ remeasurements within existing stages - - - - 71 5.8 461 59l
- other movements - - - - — - - -
Total mevements through
income statement - - - - 23 29 54.4 58.6
Other rnovements:
- write offs — — - — (8.0} (87) (3601) (374.8)
— other movements - - - - - - - —
Allowance account at 31 December - - - - - - - —
Reported amounts receivable
from customers at 31 December - — - — — — - -
Reported amounts receivable
from customers ot 1 January - - — - 712 141 53.7 132.0

As part of the closure of the CCD business the remaining receivables balance was written off at the end of 2021

The movement in directly attributable acguisition costs included within amounts recsivable from customers can be analysed

as follows:

Credit Vehicle

cards finance
Group______ _?_m £m
Brought forward 29.4 324
Capitalised ne 30.2
Amortised (".0) (18.3)
Carried forward 30.3 44.3

2022

Personal
loans
£Em

0.2
1.8

©n
13

cco
£Em

Group
£m

62.0
439
(30.0)

75.9

Credit
cards
£m

329
100
(13.5)

29.4

vehicle
finance
£rm

279
233

324

Ga8)

2021

Porsoncl
loans
£m

0.2

(8373

ceo
_.Em
0.4
02

(0.68)

Group
£m

612
337
{(329)

62.0
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Notes to the financial statements continued

13 Amounts receivable from customers continued
The impairment charge in respect of amounts receivable from customers can be analysed as follows:

Group

2022 202
Impairment charge on amounts receivable from customers ) o £m - &m
Credit cards 16.8 37
vehicle finance 40.8 44.6
Personal loans 85 21
Total impairment charge — continuing operations 66.1 504
CCD - discontinued operations - 58.6
Total impairment charge 66.1 0.0

The average effective interest rate for the year ended 31 December 2022 was 25% for credit cards (2021: 24%), 29% fer venicle
finance (2021 29%) and 28% for personal loans (2021: 31%).

The average period to maturity of the amounts receivable from customers within vehicle finance is 35 months (2021 35 rmonths)
and 17 years for personal loans (2021 1% years). within credit cards, for the majority of customers, there is no fixed term for
repayment other than o general requirement for customers to make a monthly minimum repayment towards their outstanding
balance. This is currently the greater of 3% of the amount owed plus any fees and interest charges in the month and £10

14 Trade and other receivables

Group - . Fompony

2022 2021 2022 2021

L o o £m £m £€m £€m
Trade recsivables - 0.3 - -
Other receivables 23.0 25 23.0 -
Stock 1.6 16 - -
Finance lease receivable (note (a)) 62 - - —
Fair value adjustment for portfolio hedged risk - (38) — -
Amounts placed on deposit by Group undertaking - - 80.0 —
Amounts owed by Group undertakings - - 1,083.0 10500
Prepayments and accrued income 19.8 18.0 1.9 32
Total trade and other receivables 50.6 18.8 1,197.9 10532

Amounts placed on deposit by Group undertaking represents funds placed on deposit via Vanquis Bank with the Bank
of England. Cn a Group basis these amounts are presented within Cash and cash equivalents.

There are £nil amounts past due in respect of trade and other receivables (202): £nil).

Within the Company, an impairment provision of £104.6m (2021: £105.2rm) is held against omounts owed by Group undertakings
due in less than one year. This consists of performing loans of £1172.9m (2021 £1,04986m), categorised as stage 1 against which

no provision 1s recognised, and £104.7m (2021 £106.2m) of foans cotegorised as stage 3 against which a provision of £104.6m
(2021: £108.2m) has been recognised. Performing loans have no provision recegnised as the loans entities have sufficient expacted
cash flow to service their obligations and sufficient realisable net assets to sell in the event of a default. Noen-performing loans
are close to fully provided as they have either little or no expected cash flow and are recognised at the realisable value of net assets.
The Company has assessed the estimated credit losses for these intercompany loans, as a result of which there has been a £0.6m
charge to the Company income statement in 2022 primarily relating to the liguidation of dormant companies and other provision
movements (2021 £18.6m) (see note 32).

Stock represents cars held by vehicls finance where customer agreements have been terminated.

Fair value adjustment for portfolio hedged risk in 2021 related to the hedge accounting adjustrments recognised in relation to the
balance guarantee swap (see note 22). During 2022 these amounts were reclassified to amounts receivable from customers,

Amounts owed by Group undertakings are unsecured and repayable on demand or within one year, and generally accrue
interest at rates linked to SONIA

(a) Finance lease receivable

In December 2022, the Group entered into a finance lease arrangement to sul lease 50% of the existing floor space of its
London office. As aresult the Group now recognises a lease receivable, representing the amount of the Group's net investment
outstanding in respect of the finunce lease. 50% of the corresponding right of use osset has been derecognised (see note 17).
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14 Trade and other receivables continued

(a) Finance lease receivable continued
A maturity analysis of the amounts receivable under the finance lease is shown below:

2022 2021

_ £m £Im

Due within one year - -

Due bstween one and five years 2.9 -

Due In more Lthan five years 3.9 -

Total 6.8 -

Unearned finonce cost {0.6) -

Total lease receivable 6.2 -
Undiscounted lease payments analysed as:

2022 202

£m £€m

Recoverable after 12 months 6.8 —

Recoverable within 12 months — —

Total 6.8 -

Het investment in the lease analysed as:

2022 2021

£m £m

Recoverable after 12 menths 6.3 -

Recoverable within 12 months {0.3) -

Total 6.2 —

The finance lease arrangernent does not include variable payments. The average effective interest rate contracted
approximates to 16% per annum.

Mo impairment provision has been recognised against the lease receivable

15 Investments

Group
2022 2021
_ o 7 o - - - o - £m £m
Visa shares 10.7 al
Total investments 10.7 9l
Visa shares

The Visa Inc shares represent preferred stock in Visa Inc held by Vanquis Bank Limited following completion of Visa Inc’s
acquisition of Visa Europe Limited on 21 June 2016. In consideration for Vanquis Bank Limited's interest in Visa Europe Limited,
Vanquis Bank Limited received cash consideration of £15.9m (£12.2m) on campletion, preferred stock with an approximate value
of €£10.7m and deferred cash consideration of €1.4m which was received in 2018

During 2021 the Visa Inc shares previousty classified as foir value through OCl were reclassified as fair value through the income
staternent. All fair value movements are presented within operating costs in the income statement.

The valuation of the preferred stock has been determined using the common stock's value as an approximation as both classes
of stock have similar dividend rights. However, adjustments have been made for: (i) iliquidity, as the preferred stock is not
tradeable an an open market and can only be transferred to other Visa members; and (if) future litigation costs which could
affect the valuation of the stock prior to conversion.

As at 3] December 2022, the total falr value of £10.7m of Visa shares comprised of £4.6rm of preferred stock and £6.1m of common
stock The portion of the previously held preferred stock was convertad to cornmon stock after the sixth anniversary conversion
event. The cormnmon stock (35,200 of Class A Common shares) was fully sold after the year end on 24 February 2023 for

$219.13 per share.
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Notes to the financial statements continued

16 Property, plant and equipment

Sroup ¢ e
Cost

ALl January 2022

Additions

Disposals

At 31 December 2022

Accumulated depreciation and impairment
AtlJanuary 2022

Charged to the income statement - continuing operations
Disposals

At 31 December 2022

Net book value at 31 December 2622

Net bock value at 1 January 2022

Leasehold Equipment

land and and
buildings vehicles
£m ___ Em
8.9 21.5
1.6 2.0
(1.9) (0.3)
8.6 23.2
3.6 18.4
01 27
(0.9) {0.4)
28 20.7
58 25
5.3 3

Total
£m

30.4
3.6
(2.2)

31s

22.0
2.8
(1.3)

236

8.3
8.4

The less on disposal of property, plant and equipment in 2022 amounted to £0.9m (2021 profit of £0.3m) and included a profit
of £nil in respect of discontinued operations (2021: £0.4m). The loss comprised proceeds receivad of £nil (2021: £1.5m) less the net

book value of disposals of £0.8m {202t £1.2m).

The charge to the income statement for continuing operations comprises depreciation

Additions in 2022 and 2021 principally comprise expenditure in respect of the routine replacement of IT equipment.

Disposals in 2021 principally relate to the write off of assets no longer used including £26 4m for discontinued operations

Growp
Cost

At 1 January 2021
Additions

Disposals

At 31 December 2021

Accumulated depreciation and impairment
At1January 2021

Charged to the income statermment — continuing operations
Charged to the income staternant ~ discontinued operations
Disposals

At 31 December 2021

Net book vaiue at 31 December 2021

Net book value at 1 January 2021

Leaschold
land and
buildings

£m

86
03

89

2.8
0.8

38
53
5.8

Equipment
and
vehicles

860

463
286
5

(320)

184
31
a7

Totcl
£m

64.6
1.3

(383)

304

491
3.4

(32.0)
22.6
84
15.5
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16 Property, plant and equipment continued

Company

Cost

ALl Junuary 2022

Additions

Dispasals

At 31 December 2022
Accumulated depreciation

At 1 January 2077

Charged to the income statement
Disposals

At 31 December 2022

Net book value ¢t 3} December 2022

Net book value at 1 January 2022

Leasehold Equipment

land and and
buildings vehicles Total
£m £m - Em
0.2 12.2 12.4
0.2 122 12.4
0.1 11 n.2
- 03 0.3
01 1n.4 1.5
01 0.8 0.9
0.1 1.1 1.2

The profit on disposal of property, plant and equipment in 2022 amounted to £nit {2021 £0 Im) and represented proceeds
received of £nil {2021: £0.1m) less the net book value of disposals of £nil (2021 £nil}.

leascheld  Equipment

land and and
buildirgs vehicles Total
Company B _ - ,,ini,,,, ELn £m
Cost
At 1 January 2021 02 12.3 125
Additions - - -
Disposals — {01 (00)
At 31 December 2021 02 122 124
Accumulated depreciation
At 1 January 2021 al 108 09
Charged to the income staterment - 0.4 0.4
Disposals - (o) [{sh)]
At 31 December 2021 0. A n.2
Net book value at 31 December 2021 0. Al 12
Net book value at 1 January 2021 01 15 16
17 Right of use assets
Group e Compquyr o
2022 2021 2022 2021
.. B __Em £m ___Em = Em
Cost
At 1January 80.0 84.0 23.0 230
Additions — 0.3 - =
Disposals (9.0) (4.3} - —
At 31 December 71.0 80.0 23.0 230
Accumulated depreciation and impairment
At 1January 321 26.0 77 51
Charged to the income statement - continuing operations 9.3 81 2.6 26
Charged to the income statement — discontinued operations - 23 -
Disposals {2.8) (4.3) - -
At 31 December 38.6 321 10.3 7.7
Net book value at 31 December 324 4/8 12.7 163
Net book value at 1 January 47.9 580 15.3 7.9
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Notes to the financial statements continued

17 Right of use assets continued
Lease liabilities are disclosed in note 28.

All right of use assets relate to property leases.

Disposals in the year relate 1o a partial sub lease of the Group's offices, s discussed in note 14. The sub leased portion
of the office has been derecognised from right of use assets.

All disposals in 2021 related to discontinued eperations.

18 Goodwill
Growp
2022 2021

- - £Em £m
Cost
At 1 January and 31 Decermbber 733 733
Accumulated impairment
At 1 January and 31 December 21 21
Net bock value at 1 January and 31 December n.z .2

Goodwill is tested annually for impairment, or more frequently if there are indications that goodwill might be impaired. The net
book value of goodwill relates wholly to the acquisition of the vehicle finance product in 2014. The recoverable amount is determined
from a value in use calculation. The key assumptions used in the value in use calculation relate to the discount rates and growth
rates adopted Management adopts pre-tax discount rates which reflect the time value of money and the risks specific to the
vehicle finance business. The cash flow forecasts are based on the most recent financial budgets approved by the Group Beard
for the next five years and extrapolate cash flows for the following five years using a terminal growth rate of 2% (2021 2%). The
rate used to discount the forecast cash flows is 11.0% (2021 10.5%); this represents the Company's rsk-adjusted cost of capital.

No reasonably foreseeable reduction in the ossumptions would give rise to an impairment and therefore no further sensitivity
analysis has been presented.

19 Other intangible assets

o 2022 2021
Acquisition Computer Acquisition  Computer
intangibles software Total  intangibles softwara Totat
B _ £m £m £m £m £€m £m

Cost
At 1 January 75.0 43.5 n8.5 75.0 779 152.9
Addltions — 29.2 29.2 — 24.8 24.8
Disposals — {4.2) (4.2) — (592) (59.2)
At 31 December 75.0 68.5 1435 750 435 185
accumulated omortisation and impairment
AL January 55.0 n.2 66.2 475 80.1 107.6
Charged to the income statement — continuing operations 75 8.5 16.0 75 71 146
Charged to the income statement — discontinued operations - — - - 36 3.6
Disposalg - (2.0) (2.0) - (598) {596)
At 31 December 625 17.7 802 55.0 nz 66.2
Net book value at 31 December 12,5 50.8 63.3 20.0 323 523
Net book value at 1 January 20.0 323 523 275 178 45.3

Acquisition intangibies represent the fair value of the broker relationships arising on the acquisition of Moneybarn in August 2014,
The intangible asset was calculated based on the discounted cash flows associated with vehicle finance care broker relationships
and is being amortised aver an estimated useful life of 10 years.

Research and development expenditure recognised within operating costs during 2022 was £1.0m.

additions to computer software in the year of £29.2m (2021 £24.8m) comprise £28.4m (2021 £24.2m} of intarnally generated
assets and £0.8m (2021 £0.6m) of externally purchased software.

The £28.4m (2021 £24.2m) of internally generated assets predominantly relates to the development of systems and applications
for the credit cards and personal loans businesses.

The charge for continuing operations includes amortisation of £16.0m (2021 £13.3m) and impairment of £nil (2021 £1.3m}.
The charge for discontinued operations in 2021 included amortisation £1.0m and impairment of £2.8m.
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20 Investment in subsidiaries

Cost

Al Junaury
Additions
Disposals

At 31 December

Accurmulated impairment losses
At 1January

Charge to the income statement
Disposals

At 31 December

Net book value at 31 December

Net book valus at 1 January

Company
2022 202
__Em £m
201.0 257.0
na 345
{n.7) (1.9)
230.7 2910
65.6 269
29.4 387
{(7.7) -
233 656
2074 2254
225.4 2308

The directors consider the value of iInvestments to be supported by their underlying assets and cash flow forecasts.

The movements in 2022 reflect the steps taken to make a number of dormant and nen-trading companies selvent in advance

of them entering members’ voluntary liquidation.

Included within the £11.4m of additions is:

- £10.3m in relation to capital injections into dormant or non-trading cormpanies as part of the preliquidation steps taken.
Dividends were also paid up to the Company and intercompany balances settled resulting in an impairmeant charge
of £29 4m in the year before the companies were disposed, and

- £1m (202} £1.9m disposal) in relation to the IFRIC 11 adjustment relating to share options/awards provided to subsidiary
employees. Under IFRIC 11, the fair value of the share options/awards issued is required to be treated as a capital contribution
and an investrent in the relevant subsidiary, net of any share optionsfawards that have vested.

An investrent valuation review was performed at the balance sheet date; a £29.4m (2021 £38.7m) impairment charge has bean
recognised in the yeor. The cost, accumulated impairment losses and carrying value of investments at 31 December 2022 are

shown below:

Company

Provident Financial Holdings Limited
Yes Car Credit (Holdings) timited
Other

Net book value al 31 December

Accurmnulated
impairment

Cost
Em
196.8
299
4.0

230.7

losses
£m

{22.6)

(23.3)

Carrying
value
!-_:_m
196.8
7.3

33

207.4

The following are the subsidiary undertakings which, in the cpinion of the directors, principally affect the profit or assets of

the Group or are ¢ guaranteeing subsidiary of the Group's syndicated bank facility and certain other borrowings. A full list of
subsidiary undertakings will be annexed to the next annual return of the Company to be filed with the Registrar of Companies
(see note 36) All subsidiaries are consolidated and held directly by the Company except for those noted below, which are held

by wholly owned intermediate companies.

Company

Vanguis Bank  Vanguis Bank Limited

Moneybarn Duncton Group Limited
Moneybarn Group Limited
Moneybarn No. 1 Limited

Central Provident Financial Holdings Limited

~Activity

Fingncial services

financial services
Financial services
Financial services

Intermediate holding company

Country of Class %
incorperation  of capital holding
England  Ordinary 100!
England  Ordinary 100!
England  Ordinary 100'
England  Ordinary 100!
England  Ordinary 100

1 Shares held by wholly owned intermediate companios

The above companies opercte principally in their country of incorporation.
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Notes to the financial statements continued

21 Retirement benefit asset

{a) Pension schemes - defined benefit

The retirement benefit asset reflects the difference between the present value of the Group’s obligation to current and past
employeas to provide a defined benefit pensicn and the fair value of assets held to meet that obligation. As at 31 December 2022,
the fair value of the assets exceeded the obligation and hence a net pension asset has been recorded.

The Group operates a defined benefit scheme: the Provident Financial Staff Pension Scheme. The scheme is of the funded,
defined benefit type. It is now also closed to future accrual.

The scheme provides pension benefits which were accrued on a final salary and, more recently, on a cash balance basis. with
effect from 1 August 2021 it was fully closed to future accrual and benefits are no longer linked to final salary, although accrued
benefits are subject to statutory inflationary increases.

The scheme is a UK registered pension scheme under UK legisiation The scheme is governed by a Trust Deed and Rules, with
trustess responsible for the operation and governance of the scheme. The trustees work closely with the Group on funding and
investment strategy decisions. The most recent actudrial valuation of the scheme was carried out as at 1 June 2021 by a qualified
independent actuary The voluation used for the purposes of 1AS 19 'Employse Benefits’ has been based on the results of the 2021
valuation to take account of the requirements of IAS 18 in order to assess the liabilities of the scheme at the balance sheet date.
Scheme assets are stated at fair value as at the balance sheet.

The Group is entitled to a refund of any surplus, subject to tax, if the scheme winds up after all benefits have been paid.
As aresult, the Group recognises surplus assets under 1AS 19

The Group is exposed to a number of risks, the most significant of which are as follows:

— Investment risk — the liabilities for IAS 19 purposes are calculated using a discount rate set with reference to corporate bond
vields. If the assets underperform this yield a deficit will arise. The scheme has o long-term objective to reduce the level
of investment risk by investing in assets that better match liabilities.

- Changein bond yields - a decrease in corporate bond yields will increase the liabilities, althaugh this will be partly offset
by an increase in matching assets.

- Inflation risk - some of the liabilities are linked to inflation. If inflation increases then liabilities will increase, although this will
be partly offset by an increase in assets. As part of a long-term de-risking strategy, the schems hos increased its portfolio
in inflation matched assets.

- Life expectancies - the scheme’s final salary benefits provide pensions for the rest of members’ lives (and for their spouses’
lives). If members live longer than assumed, then the liabilities in respect of final salary benefits increase.

The net retirement benefit asset recognised in the balance sheet of lhe Group and the Company is as follows:

__Group and Company
2022 202

e e . EM % £m *
Equities 58.4 n 95.8 n
Corporate bonds n3.2 22 1287 14
Other quoted securities 348.0 67 8727 75
Cash and money market funds 11 - 08
Total fair value of scheme assets 520.7 100 8988 100
Present value of funded defined bensfit obligation (490.0) (786.6)
Net retirement benefit asset recognised in the balance sheet 30.7 n2.2

Included within other quoted securities 1s £235m (2021 £450m) of ligizitity driven investments.

The Company and the pension trustees have agreed a low-risk investment strategy which involves hedging the inflaticn and
interest rate risks associated with the liabilities of the pension scheme, whilst also holding a modest allocation to growth funds,
such as equities. This position is reviewed periodically by the trustees, who consult the Company as part of thig process.

The valuation of the retirement benefit asset has decreased from £112.2m at 31 Decemniber 2021 to £30.7m at 31 December 2022.
A high-level reconciliation of the movement is as follows:

2022 2021
Group and Comnpany o Em  Em
Pension asset as at 1 January n2 80
Cash contributions made by the Group 2 4
Return on assets being held to meet pension obligations in excess of discount rate {366) (20)
Change in demographic assumptions 5 13
Increase in discount rate used to discount future liobilities 279 79
Change in inflation rate used to forecast pensions 4 (34)
Actuarial/membership experience (7) (10
Other 2 —
Pension asset as at 31 December 31 n2
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21 Retirement benefit asset continued
(a) Pension schemes ~ defined benefit continued
The amounts recognised in the income statement were as follows:

Group Company
2022 2021 2022 2021
. _Em £m £m £
Current service cost (16) (21) (1.8) (21
Intarest on scheme labilities (14.4) n.a) {14.4) n.g)
Interest on scheme assets 16.5 13.0 16.5 130
Contributions frorm subsidiaries - - - 27
Net credit/(charge) recognised in the income statement before exceptional past
service creditf(cost) 0.5 (0.9) 0.5 18
Exceptional past service cradit - plan amendment (note 1) - 15 — 15
Exceptional past service cradit - curtailment credit (note 1) — 0.8 - 08
Exceptional past service credit - 23 - 23
Net credit recognised in the income statement 0.5 14 05 41

The exceptional creditin 2021 related to a curtallment credit of £0.8rm in respect of the closure of the CCD division and ¢ £15m

credit in relation to the closure of the cash balance section of the scheme durnng the year.

The net credit recognised in the income statement of the Group and the Company has bseen included wilhin operating costs.

Movements in the fair value of scheme assets were as follows:

GFO_L_JP . Company

2022 2021 2022 2021
o £m . Em £m £m
Fair value of scheme assets at 1 January 898.8 8330 898.8 933.0
Interest on scheme assets 16.5 13.0 16.5 130
Contributions by subsidiaries - - - 27
Actuarial movement on scheme assets (386.2) (20.2) (366.2) (20.2)
Contributions by the Group/Company 2.2 4.0 2.2 13
Net benefits paid out (30.6) (31.0) (30.6) (310)
Fair value of schame assets at 31 December 520.7 898.8 520.7 8088

The Group contributions over 2023 ore expected to be £0 8m.

Movermnents in the present value of the defined benefit obligation were as follows:

Group and Cempany

Present value of the defined benefit obligation at 1 January
Current service cost

Interest on schemne liabilities

Exceptional past service credit - plan amendment {note 1)
Exceptional past service credit — curtailment credit (note 1)
Actuarial movement — experience

Actuarial movement — demographic assumyptions
Actugrial movement — financial assumptions

Net benefits paid out

Present value of the defined benefit obligation at 31 December

2022 200
£m £m
{786.8) (8533}
{1.8) (21}
(14.4) sy
- 15

- 0a
{6.6) (10.3)
5.4 12.9
283.2 447
30.6 310

(490.0) (786.6)

The liabilities of the scheme are based on the current value of expected benefit payments over the next 80 years. The weighted

average duration of the scheme liabilities fs approximately 14 years (202117 years).
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Notes to the financial statements continued

21 Retirement benefit asset continued
(a) Pension schemes — defined benefit continued
The principal actuarial assumptions used at the balance sheet date were as follows:

Group ond Company

2022 2021
— e —_— el L% ®
Price inflotion = RPI 3.25 340
Price inflation - CPI 275 3.00
Rate of increase o pensions in payment 3.05 3.00
Inflationary increases to pensions in deferment 2.75 3.00
Discount rate 4380 1.85

The pension increase assumption shown above applies to pensions increasing in payment each year in line with RPIup Lo 9%.
Pensions accrued prior to 2000 are substantially subject to fixed 5% increases each year. In deferment incredses prior to
retirement are linked to CPL

Ihe mortality assumptions are based on the self-administered pension scheme (sAPS) series 3 tables (2021 SAPS series 2 tables):

- female non-pensioners: 106% of the ‘Middle’ table {(2021:101% of the "all’ table);
- rmale non-pensioners: 1056% of the ‘Middle’ table (2021 96% of the ‘All’ table);

- female pensioners; 102% of the Middle’ table (2021: 101% of the All' table), and
- male pensioners: $8% of the ‘Al table (2021 98% of the "All" table).

The above multipliers and table types were chosen following a study of the scheme’s membership. Where the multiplier is
greater than 100%, this reflects a shorter life expectancy within the scherme compared to average pension schemes, with the
opposite being true where the multiplier is less than 100%. Alse, the use of the *Middle’ table typically leads to slightly lower life
expectancy compared to using the corresponding ‘Al table.

Future improvernents in mortality are based on the Continuous Mortality Investigation (CMI1) 2021 model with a long-term
improvement trend of 1.00% per annum and a modest allowance (5%) for the experience during 2020 and 2021 (where mortality
was higher due to coronavirus, which leads to lower assumed future improverments in mortality). All other available parameters
for the mortality improvements mode! were adopted at the default (core) level. Under these mortality assumptions, the life
expectancies of members are as follows:

Malo Female
2022 2021 2022 2021
Qyoyp V(]ndrtr:ompcmy e years ~ yours  yeadrs years
Current pensioner aged 65 21.7 217 233 234
Current member aged 45 from age 65 2.6 227 24.3 246

The table below shows the sensitivity on the defined benefit cbligation {not including any impact on assets) of changes
in the key assumptions. Depending on the scenaric, there would also be compensating asset movements.

Group and Cormpany

2022 202t

— -— £m Em
Discount rate decreased by 2% (2021 05%) 160 64
Inflation increased by 01% 3 &
Life expectancy increased by one year 19 38

The actual return on scheme assets compared to the expected return is as follows:
Group and Company

2022 202

. . - £m £m

Interest on scheme assets 16.5 i30
Actuarial movement on scheme assets (366.2) (202}
Actual return on scheme assets {349.7) (72)

Actuarial gains and Igsses are recognised through other cormprehensive income in the period in which they cccur

An analysis of the amounts recognised in the statement of other comprehensive income is as follows:

Group and Company

2022 202
_ Em £rov
Actuarial movement on scheme assets (366.2) (202)
Actuarial movement on scheme liahilities 282.0 473
Total movement recognised in other comprehensive inceme in the year (84.2) 271
cumulative movement recognised in other comprehensive income (154.7) (70.5)
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2] Retirement benefit asset continued

{a) Pension schemes - defined benefit continued

The history of the net retirement benefit asset recognised in the balance sheet and experience adjustments for the Group
is as follows:

up and Company

2022 207 2020 2019 2018

S, £m_ £rm £m cm tm
Fair value of scheme gssets 520.7 898.8 9330 8426 788.3

Present value of funded defined benefit obligation

(490.0) (is_s.f_s)_ (853.3) (764.8) (7_0_44)

Retirement benefit asset recognised in the balance sheet 30.7 2.2 79.7 78.0 839
Experience (losses)/gains on scheme assets.

— amount (Em) (366.2) (z02) 028 67.4 (31.3)
- percentage of scheme assets (%) (70.3) (22) 1o 8.0 (40)
Experience gains/(losses) aon scheme liabilities:

- amount (£m) 6.6 103 (2.3} (o) {en)
- percentage of scheme liabilities (%) 1.3 13 (05) — (1.3}

(b} Pension schemes — defined contribution

The Group operates o Greup Persenal Pension Plan into which Group companies contribute a proportion of pensionable
sarnings of the member (typically ranging betwaen 51% and 10.6%} dependent on the propartion of pensionable ea mings
contributed by the member through a salary sacrifice arrangement (typically ranging between 3% and 8%). The assets of the
scheme are held separately frem those of the Greup and Company.

The Group also cperates a separate pension scheme for auto-enrolment inte which the Company and subsidiaries contribute o
proportion of qualifying earnings of the member of 4%. The assets of the scheme are held separately from those of the Group or
the Company. The pension charge in the consolidated incorne statement represents contributions paid by the Group in respact
of these plans and amounted to £8.9m for the year ended 3) December 2022 (2021: £12.1m). Contributions made by the Company
amounted to £1.9m {2021: £0.8m). £nil contributions were payable to the fund at the year end (2021 £0.6m).

The Group centributed £nilin 2022 into individual personal pension plans in the year (2021 £nil).

22 Derivative financial instruments
The Group is counterparty to three derivative financial instruments.

The securitisation balance guarantee (front BGS) swap mancges the market risk associated with movements in interest rates
in the accounts of the securitisation. The front BGS is a bespoke over-the-counter interest rate swap that resizes in line with
¢hanges to the size and expected maturity profile of the loans in the securitisation. Only the interest rate risk on the portfolio is
hedged; other risks such as credit risk are managed but not hedged.

The Group balance guarantee swap (back BGS) eliminates the front BGS on consolidation in the Group gccounts. The front BGS
manages a risk that exists in the SPV accounts, but does not exist upon consclidation. The back BGS was transacted at historical
rates and in compensation the Group recsived cash consideration for taking on a liability.

The front and back BGS naturally hedge and ne hedge accounting is applied. Hedge accounting was discontinued on the frant
BGS in September 2022 with the hedging adjustment amortising over the remaining life of the receivables Until termination,
the hedging arrangemeant was accounted for under IAS 38 under the portfolio hedging rules.

The Tier 2 swap is a vanilla unamortising swap that manages the Group’s sensitivity to changes ininterest rates arising from
long-dated fixed-rate Tier 2 capital and short-dated Bank of England reserves.

The Tier 2 swap pays annually a floating rate of daily compounded SONIA and receives a fixed annual rate of 3 521% bi-annually.
The swap matures in October 2026,

The Group has elected to apply fair value hedge accounting in the consclidated accounts under IAS 39. The effectiveness of the
hedge is assessed prospectively using matched terms with a single scenario anclysis. The swap has been specifically designed
to match the underlying liability. Retrospectively, the swap only experiences ineffectiveness from different interpolation bases.

Group _ Gompany
2022 2021 2022 2021
Fair value of derivatives _ B __Em £m £m _Em
Securitisation balance guarantee swap n3 31 - -
Group balance guarantee swap (n.g) - (n.e) —
Tier 2 swap (3.4) — (3.4) —
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Notes to the financial statements continued

22 Derivative financial instruments continuad

- Group Cempany

2022 2021 2022 2021
Motional value of derivatives o £rmn £m £m _fm
Securitisation balance guarantee swap 353.8 3440 - -
Group balance guarantea swap 353.8 — 353.8 —
Tier 2 swap 200.0 = 200.0 o

Group - ,,‘?PDTP,O”Y

2022 2021 2022 202
Fair value adjustment for hedged risk_ B £m £m Em  £m
securitisation balance guarantee swap (Hedge accounting terminated in 2022) (7.9) (38) o -
Tier 2 swap 4.6 — 4.6 —

The unamortised fair value adjustment for the discontinued portfolic hedge of £7.9m is included within amounts receivable from
customers {see note 13) In 2021 this was presented within trade and other receivables (£3.6m) (see note 14), During 2022, £2.1m
cf amortisation has been recognised within other income and net fair value gains.

The fair value adjustment for the tier 2 swap of £4.6m is included within bank and other borrowings (see note 27).

. Group Company

2022 2021 2022 2021

Hedge ineffectivoness £m R ?E” . Em £rm
Securitisation balance guarantee swap (Hedge accounting terminated in 2022) (.7) (0.2) - -
Tigr 2 swap 0.1 - 01 -
lotal (1.6) (©2) o.1 -

£1.7m of ineffectiveness is recognised within operating costs and £01m within interest expense

The total Group Hedge ineffectiveness of £1.8m inciudes a £1.8m credit in relation to hedge ineffectiveness for derivatives in
the hedging relationship offset by £0.2m charge in relation to derivatives no longer in the hedging relationships which are now
naturally hedged The only hedging relationship in the Company relates to Tier 2 swap with £01m ineffectiveness charge in the
year (2021 £nil),

Had hedge accounting not been applied, the Group would recognise o total cradit to the income statement of £4.4m (2021 £4.4m)
and the Company would recognise & total charge of £3.6m (2021 £nil).

23 Deferred tax
Deferred tax is a future tax liability or asset resulting from temporary differences between the accounting vatue of assets
and liagilities and their value for tax purposes or from taox losses carried ferward at the reparting date.

Deterred tax arises primarily in respect of: {a) property, plant and equipment which is deprecicted on a ditferent basis for

tax purposes (accelerated capital allowances); (b) the Group's retirerment benefit asset; {c) Vanguis Bank’s investment in the
preference shares in VISA inc which are recognised at fair value for accounting purposes but which are taxed anly on disposal;
(d) the opening balance sheet adjustments to restate the IAS 39 balance sheet to an IFRS 9 basis for which tax deductions are
availaole over 10 years; (e) tax losses carried forward to be relieved against profits in future periods, and (f) other temporary
ditferences including: {i) deductions for employes share awards which are recognised differently for tax purposes; (i) certain
cost provisions far which tax deductions are only available when the costs are paid; (i) the opening balance sheet adjustrent
in respact of the change of accounting treatment of directly attributable acguisition costs in Vanqguis Bank which is taxable over
10 years; (iv) the opening balonce shest adjustment in respect of the adoption of IFRS 16 ‘Leases’ which is deductible over the average
period of the relevant leases; and (v) the balance guarantee swap entered into as part of the vehicle finance securitisation.

In addition, a deferred tax liability is recognised in respect of the acquisition of vehicle Inance relating primarily 1o the intangible
asset in respact of vehicle finance broker relationships which are amortised in future periods but for which tax deductions are
not available

In 2021, changes were enacted o inCrease the mainstream corporation tax rate from 19% to 25% with effect from 1 April 2023

At 31 December 2021, deferred Lax balances were remeasured at 25%, and in the case of credit cards and loans, at the combined
rainstream corporation tax rate (25%) and bank corporation tax surcharge rate (8%) of 33% to the extent that the temporary
differences on which deferred tax had been calculated were expacted to reverse, or the tax loss was expected to be utilised,
after 1 April 2023

in 2022, further changes were enacted which, with effect from1 Aprit 2023, reduce the bank corporation tax surcharge rate from
8% to 3% and increase the bank corporation tax surcharge allowance, being the threshold below which banking profits are not
subject to the surcharge, from £2%m to £100m.

To the extent the temporary differences on which deferred tax has been calculated are expected to reverse after 1 April 2023,
deferred tax balances at 31 becember 2022 and movements In deferred tax balances during the year have therefore been

remeasured at 25% (2021: 25%) and, in the case of credit cards and persenal toans, at the combined mainstream corporation
tax rate (25%) and bank corporation tax surcharge rate (3%) of 28% (2021, 33%} except to the extent the temporary differences
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23 Deferred tax continued
reverse when profits frorm credit cards and personal loans dre expected to be below the bank surcharge threshold, in which case
deferred tax balances have been measured at the combined rate of 25% (2021 33%).

A tax charge of £3.2m (2021: credit of £5.0m) represents the income statermnent adjustment Lo deferred tax as a result of these
changes and an additional deferred tax credit of £5.0m (2021: charge of £6.4m) has been taken directly to other comprehensive
inramain raspoat of itoms reflected in other cnmprehensive income. Of the tax charge of £3.2m (2021 credit of £5.0m) taken to
the income staterneant, £3.2im (2021, £5.0m) related o continuing opcrations and £nil (2021 £n1) to cusconhnued operations.

There was £nil impact in 2022 (2021 £nif} on discontinued operations from the change in tax rates as no deferred tax balances
were recognised in discontinued operations at 31 December 2022 (2021: £nil).

The movemant in the deferred tax balance during the year can be analysed as follows:

. L broup
e 2022 B I __ Company
Continuing Discontinued Ceontinuing  Discontinued
aperations operations Total operations operations Total 2022 200
Assct/(lability) . Em _fm  Em £m _fm _fm _ Em £m
AL January 6.9 - 6.9 121 319 440 {22.6) (14.2}
Charge to the income statement (10.2) - (10.2) - (319) {319) (3.6) 32
Credit/(charge) on other
comprehensive income prior to
impact of change in UK tax rate 16.0 - 16.0 (38) — (3.8) 16.0 (52)
Impact of change in UK tax rate:
- (charge}/credit to the
income statement (3.2) - (3.2) 50 - 50 {o.) -
- credit/(charge) to olher
comprehensive income 5.0 - 5.0 (6.4) - {6.4) 5.0 (6.4)
At 31 December 145 - 145 689 - 6.9 (5.3) (228)
2022
B . _ Continuing operations . - _ Discontinued operations
Accelerated Retirement Other Accelerated Other
capital Visa Tax benefit temporary capital Tax temporary Total
Group allowonces shares losses  IFRS 9 obligations differences  Total aloworces losses {FRS9 differences  Total  Group
assot/{iabiny) £m £m £m £m £m £y £m £m £m £m £m £m  Em
At 1 January 1.9 (3.0} 37 350 (28.0) (2.7) 8.9 - - — - — 6.9
Charge to the
income
statement (01} (o.4) (31) (a.9) (0.5) (12) (0.2) - - - - - (10:2)
Credit on other
comprehensive
income prior to
change in UK
tax rate - - - - 16.0 — 160 - - - - - 16.0
Impact of
change in UK
tax rate:
- {charge)/credit
to the income
statement (0.2) 04 - (3.8) (0.2) 06 (3.2) — — — — — (3.2)
- credit to other
comprehensive
income - - — — 5.0 - 5.0 - - - - - 5.0
At 31 December 1.6 (3.0) 06 263 (7.7) (3.3) 1as — — — - — 14.5
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Notes to the financial statements continued

23 Deferred tax continued

o - 7 B 2021 o . ] o .
) o ] Cont‘lnulrjggperat’lonS L - rr)ugcomtmuedrgpgroﬂons _ o
Accelerated Retirernent Gther Accelerated Other
capital Visa Tax bonefit  temporary capital Tax termporary Total

roup dllowances  shares  losses  IFRS 9@ obligations  differences Total dlowances  losses  IFRS 8  differcnces  Tolal Group
- osset f{hobifty) CEm o Em £rn ermn £rn em £ £m erm e frn £ £rm
At January 10 {28) — 343 (153 (58) 121 21 238 6.0 02 319 440
Credit/(charge)
o the income
statement 05 (14) 37 (49 (1.0) 3l - (21) (238) (80) (02) (z319) {319)
Credit/{charge)
on other
comprehensive
incorme prior
to change in
UK tax rate — 1.4 - - (8.2) —  (38) — - - — - (38)
Impact of
change in
UK tax rate:
- credit/{charge)

to the income

staternent 04  (058) - 5.6 (0.3} (02) 50O S - - - - 5.0
— charge 1o other

comprahensive

income — — - - (6.4) - (B4) — - — - - (6.4)
At 31 December 19 (30) 37 350 (28.0) (27) 69 — - — — - 69

Deferred tax assets on losses and other temporary differences

At 31 December 2021, there were £96 7m of carried forward UK tax losses in CCD for which it was no longer appropricate to
recognise a deferred tax asset as the ability to carry forward the losses for offset against future Group profits was expected to
have lapsed following the closure of the business. Al 31 December 2021, no deferred tax assets were recognised in respect of any
other temporary differences in CCD or in respect of the losses of the home credit business in the Republic of Ireland for similar
reasons. In 2022, £7.5m of CCD deferred tax assels in respect of Iosses and other temporary differences which had been wrilten
off in 2021 were reinstated as they are available for group relief in 2022 (see note 7()).

AL 31 December 2022, there are £3.1m (2021 £19m) of losses carried forward in the continuing Group A deferred tax asset of

£0.6m {2021: £3.7m) has been recegnised in full on these losses at the mainstream corporation tax rate of 18% on the basis that
the Group considers it probable that sufficient future taxable profits will be available across the Group before 1 April 2023 for the
losses to be fully utilisec against Group profits. 1his recoverability assessment takes into account the corporate loss restriction rules
whereby the use of brought forward losses is restricted to 50% of relevant Group taxable profits above o £5m Group aliowance.

No deferred tax asset has been recognised in respect of the Group's capital losses carried forward of £133.1m (2021 £133.1m)
as it is not probable that future chargeable gains will be reclised against which these losses can be utilised.

An analysis of the deferred tax liability for the Company is set out below:

B - 2022 i . -~ ) 2021
Acceleroted Other Retirement Acceleroted Other Retiverment
capital Tax temporary benefit capital Tax  temporary benefit
allowances losses differences obligations Total allowonces  losses  difforences obligations Total
Compgny:gssct/(#gbih[y) ) _Em £m £m ~ Em £m £m £m £m _Em_£m
ALY January o4 3.8 1.4 {28.0) (22.8) 0.3 — 05 (51 142)
Creditf/(charge) to the
income statement - (33 — {(05) (3.6) - 3.6 06 (o) 32
{Charge)fcredit on other
comprehensive income
prior to impact of change
in UK tax rate — — — 160 16.0 — - - (52) (52)
Impact of change in UK
tax rate:
- credit{(charge) to the
income statement - - a1 (0.2) (00) 01 - 02 (0.3) -
- charge to other
comprehensive income — — — 50 5O — — — (64) {(6.4)
At 31 December 0.4 05 1.5 (7.7} (5.3) 04 36 1.4 (280) (228)
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24 Trade and other payables

~ Group . Company
2022 2021 2022 2021
S N S o . £m £m £m i £m
Trade payables 6.0 125 — —
amounts owed o Group undertakings — — 287.6 3717
Other payables including taxation and social security 4.6 6.2 1.4 05
Accruals 52.2 76.9 15.3 14.5
Total trade and other payables 62.8 858 304.3 386.7

The amounts owed to Group undertakings are unsecured and accrue interest at rates linked to SONIA. Included with the
amounts owed 1o Group undertakings is £272.8m (2021 £272 8m) of funding provided from the vehicle finance securitisation via
Provident Financial Holdings Limited. In 2021 £70.0rm of upstream funding was provided by Vanquis Bank Limited to the Cormpany,
this was repaid on 30 June 2022

25 Provisions

- WiﬂGroup _—_Compuny
2022 2023 2022 omoa
Scheme  Others Total Scheme Gthers Total Scheme Total Scheme Totaol

Provisions o . Em £m £m £m _Em £ £m £m £m £m
At 1 January 53.5 12.6 721 65.0 26.0 g1.0 3.5 35 — -
Created in the year 2.6 11 3.7 50 7.4 224 2.6 2.6 5.0 5.0
Reclassified in the year - 1.6 1.6 — — - - - 15.0 150
utilised in the year (54.9) (9.) (s4.0) (185) (248) (413) {6.0) (8.0) (165) (1B5)
Released in the year — (8.2) (8.2) - - - - - - —
At 31 becember 1.2 4.0 52 [S1CR3) 186 721 0.1 0.1 35 35

The Scheme of Arrangement (the Scheme): Group: £1.2m (2021: £563.5m); Company: £0.1m (2021: £3.5m)

The Scheme of Arrangement was sanctioned on 30 July 2021 and will remediate all outstanding relevant claims, as well as
new relevant claims received before the claims submission deadline of February 2022 The objective of the Scheme was to
ensure: all custemers with redress claims are treated fairly; and cutstanding claims are treated consistently for all customers
who submit a claim under the Scheme. The Group wili fund legitimate Scheme claims with £50m and will cover further
Scheme-related costs These were estimated at approximately £20m at 31 December 2021 with an additional £2.8m being
recegnised in 2022 for additional expected costs in supporting the delivery of the Schemae.

Customer settlements in relation to the scheme of Arrangement commenced in H2'22 and £54.9m of provision has been utilised.
Cther provisions include:

FCA investigation into CCD: £nil (2021: £4.1m)

CCD was informed in QI'2] that the FCA had opened an enforcement investigation focusing on the consideration of affordability
and sustainability of landing to custorners, as well as the application of an FOS decision inlo the complaint handling process,

in the period between February 2020 and February 2021 Analysis of lending during the period of investigation resulted in ¢
provision of £6m being recognised in HI'21 which reflected the current best estimate of the settlement; £0.9m of this was utilised
in the second half of 2021 Cn 7 July, the Group received notification from the FCA that its investigation has closed and that no
further action will be taken. Consequently this provision was released during H"22.

ROP provision: £2.0m {2021: £2.1m}
The Repayment Option Plan (ROP) provision principally reflects the estimated cost of ths forward flow of ROP complaints more
generally which may be received and in respect of which cormpensation may need to be paid

Customer compliance: £2.0m (2021: £3.4m)
The customer compliance provision relates to general customer compliance matters.

Discontinued operations: £nil (2021: £9.0m)
A number of smaller provisions were recognised in 2021 In relation to the closure of the CCD business which now have been fully
utilised These were colculated based on estimated costs at the 2021 year end.
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Notes to the financial statements continued

26 Lease liabilities
A maturity analysis of the lease liabilities is shown below:

Group Company
2022 2021 2022 2021
o . Em £fm £m £€m
Due within one year 1n1 10.8 4.4 36
Due between one and five years 28.7 365 8.7 n.s
Due in more than five years 14.2 188 5.7 6.5
Total 54.0 859 18.8 207
Unearned finance cost (a.7) (7.0) (21) (28)
Tota! lease liabilities 49.3 588 16.7 189

Right of use assets are disclosed in note 17,

lease payments for the Group of £10.3m (2021 £1L.4m} include. (i) capital repayments of £8.0m (2021 £8 6m); (i} interest of £12m
(2021 £1.5m); and (i) short-ternn lease cash outflows of £0.1m (2021 £0.3m). At 3} December 2022, the Group is also committed
to £nil (2021: £nil) for short-term leases. Total cash outflows for the Company amounted to £2.6m (2021: £3.3m) and include:

(i) capitat repayments of £2.2m (2021: £3.0m); and (i) interest of £0.4m (2021 £0.3m).

Short-term lease cash outflows included £nil (2021 £0.3m) in respect of discontinued operations.

27 Borrowings

Growp - _ JBempany
2022 207 2022 2021
o 7 - - B 7 Em £Em Em £m
Retail deposits 1,100.6 10185 - -
Bank and other borrowings 820.0 8452 3704 3953
Total 19206 1863.7 370.4 395.3
Fair value adjustrment for hedged risk (4.8) — (a.6) —
Total reported retail deposits and bank and other borrowings 1,916.0 18637 365.8 3953
(a) Facilities and borrowings
A breackdown of borrowings is shown below:
Group
2022 207
S i} e EM___Em
Retail deposits: 1,092.2 1,010.4
- accrued interest 8.4 81
Total retail deposits {note (b)) 1,100.6 10185
Bank and other borrowings:
- senior bonds (note (e)) 103.5 1035
- vehicle finance securitisation (note (f)) 275.0 2750
- syndicated bank facility - 300
- retail bonds (note (g)) 60.0 60.0
- Tier 2 (note (h)) 200.0 200.0
- TFSME {note (i) 174.0 174.0
— bank overdrafts 1.0 3.6
— accrued interest 10.8 6.0
- grrangement fees {4.3) (69)
Total bank and other borrowings 820.0 8452
Total borrowings 1,920.6 1.863.7
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27 Borrowings continued
(b) Retail deposits

Vanguis Bank Limited is a PRA-regulated bank and is fully funded through retail depaosits. As at 31 December 2022, £1,100.6m
(2021 £1,018 5m) of fixed-rate, fixed-term retail deposits of six months and one, two, three, four and five years had been taken.

The deposits in issue at 31 Decermber 2022 have been issued at rates of between 0.1% and 5%.

A recnncilintinn nf the mavement in retail deposits is set out below:

2022 2021
Group B o - - - - - ~ Em £m
At 1 January 1,018.5 16832
New funds recaived 330.0 1218
Maturities {400.5) (206.3)
Retentions 155.5 1252
Cancellations {13.4) (15.4)
Interest 10.5 1o
At 31 December 1,100.6 10185
(c) Maturity profile borrowings
The maturity of borrowings, together with the maturity of facilities, is as follows:
2022 202
Borrowing Borrowing
facilities facilities

available Borrowings availoble  Borrowings
Giup - o - - £Em £m £m B £m
Repayable:
on demand {(uncommitted) 1.0 1.0 46 3.6
In less than one year 966.6 916.6 3986 39986
Between ons and two yecrs 307.0 307.0 9274 8173
Between two and five years 4811 4811 436.0 438.0
In maore than five years 200.0 200.0 200.0 2000
Accrued interest - 19.2 = 141
Arrangement fees - (4.3) - (6.9}
Total Group 1,855.7 1,920.6 1967.6 1863.7

Borrowings ore stated after deducting £4.3m of unamortised arrangement fees (2021, £6.8m) and the addition of accrued

interest of £19 2m (2021 £14.1m).

3 2022 o 2_02]
Borrowing Borrowing
facilities focilitics

available Borrowings available  Borrowings
Comm - - o ) £m gm B me £m
Repayabile:
on dermand (uncommitted) - - 1.0 —
In less than one year 163.5 163.5 - -
Between one and two years - - 2535 1935
Between two and five years - - - -
In more than five years 200.0 200.0 200.0 2000
Accrued interest — 9.3 - 5.6
Arrangement fees - (2.4) - (38)
Total Company 363.5 370.4 4545 3953

As at 31 December 2022, the weighted average period to maoturity of the Group's committed facilities, including retail deposits,
was 2.0 years (2021: 2.5 years) and for the Company's committed facilities was 5.2 years (2021 4.0 years), Excluding retail deposits,
the weighted average pericd to maturity of the Group's committed facilities was 2.9 years (2021: 3.7 years). In line with the Group's
funding strategy to place less relicnce on this source of funding, the syndicated bank facility was repaid early in March 2022
ahead of its contractual maturity in July 2023 and ot the same time was cancelled at the discretion of the Group as allowed

for in the terrns of the facility.

The large exposure waiver received in November 2022 from the PRA, will aliow the £163.5m maturities of the bonds due to be
repcid in 2023, to be refinanced using retail deposits as planned. This enables the transition towards having a funding model
which is predominantly retail depaosit funded whilst maintaining the cppropriate diversity of liquidity sources.
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Notes to the financial statements continued

27 Borrowings continued
(d) Interest rate and currency profile of borrowings
The interest rate exposure on borrowings is as follows:

Group e Company -

—— 22 2071 R 2022 S Lo
Fixed Floating Total Fixed  Floating Total Fixed Floating Total Fixed Floating Total
£m £€m £m £m o fljl . Em £Em _Em £m £m - £m £m
Sterling 1,471.0 449.6 1,920.6 13835 4802 18637 370.4 — 370.4 365.0 303 385.3
Furo - - - - - - —- — — — - -
Total 1,471.0 4496 1,920.6 13835 4802 18637 370.4 - 370.4 3850 303 385.3

All borrowings in 2022 and 2021 are in sterling therefere there in ne foreign exchange exposure in the current or prior year.

(e) senior public bonds

On 4 June 2018, the Group issued £250m of five-year fixed-rate bonds carrying a semi-annual coupon of 8.25%. In October 2021
£71.5m of the bonds which were due 1o be repaid in 2023 were tendered early fallowing the Group's successful issuance of Tier 2
capital (see note 27(h)).

(f) vehicle finance securitisation

The Group renegotiated the bilateral securitisation facility in July 2021, extending the facility and achieving an improved advance
rate. At 31 December 2022 £275m had been drawn. The ratas paid on the borrowings are linked to SONIA and the facility has a
maturity date of June 2024,

(g) Retail bonds
The Company has one outstanding retail bond issued on the Order Book for Retail Bonds (ORB) platform established by the
london Stock Exchange as follows:

Armount Rate
Issue date S £m % Matunty date
9 April 2005 B80.0 5.129% 9 Cctober 2023
Total Group and Company 50.0

(h) Tier2

On 7 October 2021, the Group issued Tier 2 subordinated bonds for a total amount of £200m. [he bonds have  10.25-year
maturity that is callable at the Group's discretion between b and 5 25 years, and that pays a coupon of 8.87%%. The issuance was
written from the Group's £2bn EMTN Programme os the Group diversifies and optimises its sources of capital in support of future
lending growth.

(i) TFSME

Following the cnset of Covid-19, the Bank of England anncunced a resumption of the Term Funding Scheme with additional
incentives for Small and Medium-sized Enterprises (TFSME) to provide liquidity support for the banking sector. In January 2021,
vangquis Bank Limited cormpleted its inaugural issue from its newly established credit card receivable master trust The senior
notes in the transaction have been rated AAAsf{Aca(sf)/AAAsT by Fiteh Ratings, Kroll Bond Rating Agency and Standard & Poor's
respectively and the bonds are listed on the London Stock Exehange. The rated notes were accepted as eligible for use in the
Bank of England's Liquidity and Funding Schemes, providing access to a low cost of funds, and o scurce for contingent liquidity
where unutilised. The majority of the senior rated notes have now been placed as collateral with the Bank of England te support
borrowing of f174m from the TFSME ot o rate of 21bps over bank rate. This funding is expected to be fully repaid by October 2025
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27 Borrowings continued
(i) undrawn committed borrowing facilities
The undrawn committed borrowing facilities at 31 December were as follows:

L Growe  Sompany
2022 2021 2022 2021
S . . Lin . €rn £ T
Expiring within one year 50.0 - - -
Expiring within one to two years - 110.0 — 60.0
Expiring in mere than twe years - - - -
Total undrawn committed borrowing facilities 50.0 no.o - 60.0

The Group has committed borrowing facilities of £1,954.7m (2021 £1,883.0m) at the end of 2022 of which £50m (2021 £110rm)
remains undrawn.

Inorder to reconcile the borrowings and the headroom on committed facilities shown, the facilities and borrowings in respect
of amounts repoyable on demand and interest accrued and cash held on deposil should be deducted and unamortised
arrangement fees should be added back to borrowings as follows:

- 2022 2021

Facilities Borrowings Facililes Borrowings
Group - - o £m £m £m £rm
Total facilities and borrowings 1,955.7 1,918.0 1,.987.6 1.863.7
Repayable on demand (1.0) (1.0) {45) (3.6)
Unameortised arrangement fees - 4.3 - 6.9
Accrued interest — (17.6) - (141)
Total commiitted facilities and borrowings 1.954.7 1,904.7 18630 18528
Headroom on committed facilities 50.0 0.0

in line with the Group's funding strategy to place less reliance on this source of funding, the syndicate bank facility was repaid
early in March 2022, ahead of its controctual maturity in July 2023, and at the scme time was cancelled at the discretion of
the Group as ailowed for in the terms of the facility. The Group did not require the funding and did net plan to renew the facility
on maturity.

(k) weighted average interest rates and periods to maturity
The weighted average interest rate and the weighted average period to maturity of the Group and Company's fixed-rate
borrowings are as follows:

Group Company

B 20?2 2021 2022 2021
weighted  Weighted Weighted  Weighted Weighted Weighted Weighted  Weighted
average average averagoe average average average average average
interest  period to intcroest period to interest peried to mntorost pericd to
rata maturity rate rnatusity rate maturity rote maturity
% years % _yours % years E yours
Stering 4.1 23 36 27 81 5.2 8.1 6.2
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Notes to the financial statements continued

27 Borrowings continued
(I} Fair values

The foir values of the Group and Company’s borrowings are compared to their ook values as follows:

2022 _ 2o .

Book value  Fair value Book value  Fair valuo
crevp - N [ . . M Em _fm __tm
Retail deposits 1,100.6 1,068.7 1,0185 1,026 4
Bank loans and overdrafts 1.0 1.0 335 335
Senicr public bonds 104.0 104.6 1035 108.0
Retail bonds 60.6 60.0 605 58.@
Securitisation 274.9 286.6 274.] 2889
Tier 2 201.2 187.5 2014 2146
TFSME 173.7 173.7 1722 1722
Total Group 1,916.0 1.882.1 1863.7 19045
All the above numbers include interest, fees and fair value adjustment for hedged risk.

2022 . 2021

Book value  Fair value Bock value  Far value
Company o o - £Em VEm Em Ejm_
Bank loans and overdrafts - - 298 299
Senior public bonds 104.0 104.6 1035 09.0
Retail bonds 60.6 60.0 80.5 58.9
Tier 2 2012 18756 2014 245
Total Company 365.8 352.1 3953 413 4

All the above numbers include interest and fees

28 Financial instruments
(a) classification and measurement

The following table sets out the carrying value of the Group's financial assets and liabilities in accordance with the categories of
financial instruments set out In IFRS 8. Assets and liabilities outside the scope of IFRS 8 are shown within non-financial assets{liabilities:

2022 B
Non-financial
Items Amortised _ us_sgfsl

held ot FYTPL cost liabilities Total
Group - - N — _Em __ Em . Em o fm
Assets
Cash and cash equivalents - 464.9 - 464.9
Amounts receivable from customers - 1,896.1 - 1,896.1
Trade and other receivables - 29,2 2i.4 50.6
Investments held at fair value through profit and loss 10.7 - - 10.7
Current tax asset — - 1.8 1.8
Froperty, plant and equipment — — 8.3 8.3
Right of use assets - - 32.4 32.4
Goodwill - - 71.2 1.2
Other intangible assets - - 63.3 63.3
Retirement benefit usset — - 307 30.7
Derivative financial instruments 1.3 - - 1.3
Deferred tax assets — - 14.5 14.5
Total assets 22.0 2,390.2 2438 2,655.8
Liabilities
Trade and other payables - {62.8) - {62.8)
Provisions - - (5.2) (5.2)
Lease ligbilities — (49.3) - {49.3)
Retail deposits - {1.100.6) - {1.100.8)
Bank ond other borrawings — (815.4) - (815.4)
Derivative financial instruments (15.3) - - (15.3)
Total liabilities {15.3) (2,0283) (5.2) (2,048.6)
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28 Financial instruments continued
(o) classification and measurement continued

The carrying value for all financial assets represents the maximum exposure to credit risk.

e
Non-financiol
[rerns Amortisod assotsf
breeld at FYTPL cost ligbilitics Total
Grodp o o . - ELT_W £m 77?{1177" 7£m
Assets
Cash and cash equivalents — 7 - A
Amounts receivable frorm customers - 1677.7 — 1877.7
Trade and other receivables - 16.3 25 8.8
Investments held ot fair value through profit and loss =Al - - A
Property, plant and equipment = - 84 84
Right of use assets - - 479 47.9
Goodwill — - N2 7.2
Other intangible assets - - 523 52.3
Retirement bensfit asset - - nzz nzz
Derivative financial instruments 31 - - 31
Deferred tax assels — - 5.9 6.9
Total assets 122 2417 3014 27253
Liabilities
Trade and other payables - (g5.8) — (9n.6)
Current tax liabllites — — (38) (3.8)
Provisions — - (720) (721)
Lease abilities — {589} — (58.9)
Retail deposits — (0185} - (10185)
Bank and other barrowings — (8452} — (845.2)
Total liobilities — (z018.2) (75.9) {20941
Assets and liabilities outside the scope of IFRS 9 are shown within non-financial assetsfliabilities:
2022
Non-
Items financial
held at Amortised assets/
FVTPL cost liabilities Total
Company . _Em - £m ) £m £Em
Assets
Cash and cash equivalents - 4.1 - 4.1
Trade and cther receivables - 1,196.0 1.9 1,197.9
Property, plant and equiprnent - - 0.9 Q.9
Right of use assets - = 12.7 12.7
Other intangible assets - - 23 2.3
Investrnent in subsidiaries - - 207.4 207.4
Retirement benefit asset - - 30.7 30.7
Total gssels - 1,200.1 2559 1,456.0
Liabilities
Trade and other payables - (304.3) - {304.3)
Provisions - - (o) (0)
Lease liabilities — (18.7) — (18.7)
Banrk and other borrowings — (365.8) — {365.8)
Derivative financial instruments {15.3} - — (15.3)
Deferred tax liabilities - - (5.3) (5.3)
Total liabilities (15.3) (686.8) {5.4) (707.5)
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Notes to the financial statements continued

28 Financial instruments continued
(a) Classification and measurement continued

2021
Non-
financial
Amortisod assots/
cost ligkilitics Total
Company ; } B . E_m_ . f_m_ . £m
Assels
Cash and cash equivalents 206.6 — 2068
Trade and other rece&ivables 1,050.0 32 1,053.2
Property, plant and equipment - 12 12
Right of use assetls - B3 153
Investment in subsidiaries - 2254 2254
Retirerment benefit asset - n2.2 n2.2
Total assets 1,256.6 3573 1613.9
Liabilities
Trade and other payables (3867) — (388.7)
Provisions — (3.8) (38)
Lease liabilities (18.9) — (18.9)
Bank and other borrowings (365.3) — (395.3)
Deferred tox liabilities - (228) (226)
Total liabilities (800.9) (281 (8270}

(b) Fair values of financial assets and liabilities held at fair value
The Group and Company holds certain financial assets and liabilities at fair value, grouped into Levels | to 3 of the fair value
hierarchy on the degree to which the fair value is observable.

The following financial assets and liabilitiss are held at fair value:

o Group . C_Ornpqny__ .
) 2022 2021 2022 202
Levell Llevel2 level3 level 1 Level 2 Level 3 tevell level2 level3 levell Level2 Lovel 3
o Em  £m  E£m _fm £m  Em £m Em £Em_ fm £m £m
Investments held at fair value through P&L
~ Visa Inc shares 6.1 - 4.6 - — a1 — - — = - -
Derivative held at fair value through P&L
- securtisation balence guarantee swop - - n3 - - 31 = - - - - -
- Group balance guarantee swap - - (9 — — — - - (n9) — - —
- tier 2 swap —  (3.4) - - - — - (3.4 - - - -
Totai 86! (3.4) 40 — — 22 - (3.3) (n9) - — —

Level | fair value measurements are those derived from quoted market prices in active markets for identical assets and liabilities
The Group holds Visa Class A Common Stock in tevel 1, which was converted from the preferred stock after the sixth anniversary
conversion event. The common stock (35,200 of Class A Common shares) was fully sold after the year end on 24 February 2023
for $219.13 per share.

Level 2 foir value measurements are those derived from inputs other than quoted market prices included intevel 1that are
observable for the asset or liability either directly or indirectly. The Tier 2 Swap is classified as a level two instrument as itis an
over-the-counter swap that is not publicly traded, but the valuation can be easily reproduced by @ third party with publicly
available information

Level 3 fair value measurements are those derived from valuation technigues that include inputs for the asset or liability that are
not based on observable market data (unobservable inputs). The Group helds Visa preferred stock and the balance guarantee
swap in Level 3,

The SPV and Greup Balance Guarantee Swaps are classed as level 3 instruments as whilst the swaps are linked to SONIA,

they have o non-standard repayment curve that is tailored to mateh the expected repayment profile of the vehicle finance
receivables This is a combination of the remaining contractual term and an agsumption about prepayment cates. Both of these
are deemed to be unobservable inputs with the prepayment rate being the significant input

Transfers between the different levels of the fair value hierarchy would be made when the inputs used to measure the fair value
no longer satisfy the conditions required to be classified in a certain level within the hierarchy. There has been a transfer of £61m
Visa Inc share frem Level 3 to Leve! 1in 2022, following the conversion and subsequent sale of Ciass A common shares.

A 5% movement on the prepayment rate would not have a material impact on the Group's and Company’s profit before tax.
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28 Financial instruments continued

{b) Fair values of financial assets and liabilities held at fair value continued

Visa Inc shares

The valuation has been determined using a combination of observable and non-observable inputs. As the common stock share
price of Visa Inc is readily available, this input is deemed to be obsearvable. However, certain assumptions have been made in
respect of the illiquidity adjustment to the share price and the likelihood of future litigation costs. These inputs are therefore
deomed W be u signilicant unubsarvalle inpot

The following table sets out their movement during the year,

Group
2022 2021
o . o £m £m
At 1January 9.1 a2
Gain/(loss) recognised in income statement 1.6 (o
Disposal of investment - -
At 31 December 10.7 el

The illiguidity adjustment for the shares still held has been estimated at arcund 6% and the expected future litigation costs have
been estimated at arcund 15% of the Visa Inc share price. These assumptions are consistent with 2021

The higher the illiquidity and future litigation costs tha lower the fair value. The sensitivity Lo the unobservable inputs, in isolation,
is set outin the table below:

__Group _
2022 2021
- - o £m £m
lliquidity +/-1% 0.l 01
Future litigation costs +/-1% 0.1 01

Interest rate swap
The Group is counterparty to three external swaps, two of which were entered into in 2022 Three swaps are detailed below:

~  Tier 2 swap: transacted to manage the interest rate risk on the Tier 2 capital;

- SPv-balance guarantee swap. transacted to manage the interest rate risk on the vehicle finance securitisation
inthe SPV's accounts, and

—-  Group balance guarantee swap: transacted to reverse the interest rate risk position in the Group accounts created
by the SPV balance guarantee swap.

The Group kalance guarantee swap was transacted al historical rates and, In compensation, the Group received cash
consideration for taking on a liability.

The following table sets out the moverment during the year:

Group Company -

2022 2071 2022 2021

- - B ?m ) ) Em ) i ,Em, B £m

At 1 January 31 (13) - -
Additions at historical rates .7} — m.7) -
Fair value gainf(loss) recognised in income statement 4.4 a4 (3.6) -
At 31 December (4.2) 31 {15.3) -

The fair value gain recegnised in the Group's income statement of £4.4m (2021 £4.4m) is before the application of hedge
accounting The effect of applying hedge accounting reduced the gain to £1.6m (2021 £0.2m). The falr value loss recognised
in the Company's incorme statement of £3.6m (2021: £nil) is before the application of hedge accounting. The effect of applying
hedge accounting resulted in a gain of £0.0m (2021: £nil).
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Notes to the financial statements continued

28 Financial instruments continued

(c) Fair values of financial assets and liabilities not held at fair value
The table below shows the fair value of financial assets and liabilities not presented at fair value in the balance sheet:

2022 L 2071 .

Fair value Book value Fair value  Book valuo
Group . , [ . Em _ Em £m £m_
Assets
Cash and cash equivalents 454.9 464.9 nry 77
Arnounts receivoble from customers 2,485.8 1,896.1 20638 18777
Trade and other receivables 50.6 50.6 8.8 18.8
Total assets 3,001.3 2,41.6 2,800.3 2414.2
Liabilities
Retail deposits (1068.7) (1,008) (,0264)  (1L,0185)
Bank and other borrowings {813.4) (815.4) {878.1) (845.2)
Trade and other payables (62.8) {62.8) (95.8) (65.6)
tease liabilities (49.3) {49.3) 58.9) (589)
Total liabilities (1,994.2) (2,028.1) (20580) (2082}

2022 202

Fair value Book value Fair valuc  Book value
Company o o £Em 7Em B m ) £m
Assets
Cash and cash equivalents 41 4.1 2086 20686
Trade and other receivables 1,197.9 1,197.9 10932 10832
Total assets 1.202.0 1,202.0 12598 125388
Lichilities
Bank and other borrowings (3527) (365.8) (413 4) (395.3}
Trade and other payables (304.3) {304.3) (386.7) (3867)
Lease liabilities (16.7) (16.7) (188) (189)
Total liabilities (6731) (686.8) (819.0)  (8009)

Key considerations in the calculation of fair vatues of those financial assets and liabilities not presented at fair value in the
balance sheet are st out below. Where there is no significant difference between carrying value and fair value no additional
information has been presented.

The fair value of amounts receivable from customers hos been derived by discounting expected future cash flows (net of

collection costs) at the credit risk-adjusted discount rate at the balance sheet date. They are categorised within Level 3 as the
expected future cash flows and discount rate are deemed to e significant unobservable inputs.

The fair value of retall deposits hos been calculated by dizcounting the expected future cash flows at the relevant market

interest rate yield curves prevailing at the balance sheet date and they are categorised within Level 3 of the fair value hierarchy
as the expeacted future cash flows are deemed to be significant unobservable inputs.

Wwithin bank and other borrowings, the Tier 2 capital, senior public bonds and retail bonds are classed as Level 1 os they are
valued within quoted market prices. The TFSME is a floating rate instruments with a fair value equivalent to book value The fair
value of the securitization was calculated using a discounted cash flow and is classaed as Level 3. Whilst it uses publicly available
information for the discount rate, the cash flow forecast is not publicly available
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29 Share capital

2022 2021
Issued and Issued and

Group and Company My paid  fully paid

Ordinary shares of 20 8/11p each - £m 52.6 528

- number (m) 253.8 2837

The movernent in the number of shares in issue during the year was as follows:

2022 2021
Group and Compony - - m m
At 1 January 253.7 2536
Shares issued pursuant Lo the exercise/vesting of aptions and awards 0.1 0l
At 31 December 253.8 2537

The shares issuad pursuant to the exercisefvesting of options and awards comprised 140,448 ardinary shares (2021: §3,/55)
with a nominal value of £29,111 {2021 £17,360) and an aggregate consideration of less than £0.1m {2021: £0.1m).

vanquis Banking Group plc sponscrs the Provident Financial plc 2007 Employee Benefit Trust (EBT) which is a discretionary
trust established for the benefit of the employees of the Group. The Company has appointed SG Kleinwort Hambros Trust
Company (Cl) Limited to act as trustee of the EBT. The trustee has waived the right to receive dividends on the shares it holds.
As at 31 Decernber 2022, the £BT held 2,948,015 (2021: 2,848,456) shares in the Company with a cost of E0.6m (2021 £0.6m) and
a market value of £5.6m (2021 £10 3m) The shares have been acquired by the EBT t¢ meet obligations under the Provident
Financial Deferred Bonus Plan (prev'\ously the 2013 Performance Share Plan), the Restricted Share Plan and the Company
Share Option Plan.

30 Share-based payments

The Group issues share options and awards to employees as part of its employee remuneration packages. The Group operates
five equity-settled share schemes: the Long Term Incentive Scheme (LT18), the Restricted Share Plan (RSP}, the Company Share
Option Plan (CSOP), employees’ savings-related share option schemes typically referred to as Save As You Farn schemes (sAvE),
and the Deferred Bonus Plan (DBP} (previously the Performance Share Plan {PSP)).

The Group previously operated a cash-settled share incentive scheme, the Provident Financial Equity Plan (PFEP), for eligible
employees based on a percentage of salary; ne awards have been granted since 2018

wWhen an equity-settied share option or award is granted, a fair value is calculated based on the share price at grant date, the
probability of the option/award vesting, the Group’s recent share price volatility, and the risk associated with the optien/award.
A fair value is calculated based on the value of awards granted and adjusted at each balance sheet date for the probability
of vesting against performance conditions.

The fair value of all optionsfawards is charged to the income statement on  straight-line basis over the vesting period of the
underlying option/award

During 2022, awardsfoptions have been granted under the RSP/CSOP, DBP/PSP and SAYE (UK) schemes (2021 awardsfoptions have
been granted under the RSP/CSOP and SAYE (UK only)).
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Notes to the financial statements continued

30 Share-based payments continued

(a) Equity-settied schemes

The charge to the income statement in 2022 for equity-settled schemes was £5.1m for the Group (2021 £38m) and £2.9m
for the Company (2021 £1.7m). The charge included £nil (2021 £0.8m) in respect of discontinued operations.

The fair value per awardfoption granted and the assumptions used in the calculation of the equity-settled share-based
payrment charges for the Group and the Company are as follows:

_ o 2022 . 2021 3
Group __ RsPfesop DBP/PSP SAYE _ RSP/CSOF o SAYE
Grant date 7 Apr 2022 7 Apr 2022 5 Oct 2022 18 Aug 2021 5 Oct 202
Share price at grant date (£) 2.89 2.89 175 343 332
Exercise price (£) - — 1.43 — 284
shares awarded/under option (number) 2,376,546 348,91 1,447,968 1,657,986 403,204
vesting peried (years) 3 3 3andb 3 3ands
Expected volatility - — 60.7%—61.9% 612% 61.5%-785%
award/option life (years) 3 3 Upto5 3 Uptob
Expected life (years) 3 3 Upto5 3 Upto b
Risk-free rate - — 4.1%-4.2% — 05%-0.7%
Expected dividends expressed as
a dividend yield - 8.6%-10.9% nfa 51%—6.0%
Fair value par award option (£) 2.59 2.59 0.43—0.51 3.34 106-133

2022 _ 202

Cormpany - RSP/CSOP __DBPfpsP SAYE RSP/CSOP _ SAYE
Grant dats 7 Apr 2022 7 Apr 2022 5 Oct 2022 18 Aug 2021 5 Oct 2021
Share price at grant date (£} 2.89 2.89 175 343 332
Exercise price (£) - — 143 - 284
shares awarded/under option (number) 1,545,768 256,204 338,746 947693 46,953
Vesting period (years) 3 3 Iands 3 Fandb
Expecied volatility - — 60.7%— 61.9% 612% 615%—-78.5%
Award/option life (years) 3 3 Upto5 3 Uptcb
Expected lite (years) 3 3 Uptos 3 Uptos
Risk-free rate - - A41%—4.2% - 0.5%~07%
Expected dividends expressed as a
dividend yield - - 8.6%—10.9% nfa 5.1%—8.0%
Fair value per award{option (£) 2,59 2.59 0.43—0.51 334 106-1.33

The expected volatility is based on historical volatility over the last three or five years depending on the length of the option/
award. The expected life is the average expected period to exercise. The risk-free rate of return is the yield on zerc coupon UK
Government bends af a similar duration to the life of the share optian.

A reconciliation of award/share option movemeants during the year is shown below:

RSP!CSOP o . DBP/PSP LTis _ S:AYE

Weighted Weighted Weighted Weighted
averc:ge OVerOge averdge averdage
exercise exercise exercise exercise
price price price price

Sroup B ~ Number £ Number B £ Number £ Number £
Cutstanding at 1 January 2022 3,588,001 — 322,99 — 840,192 — 2,935,310 215
l\worded/gronted 2,376,546 - 348,91 - - - 1,447,968 1.43
Lapsed (857,811) — - — (831,785) —  (1,303,235) 2.24
Vasted - —  (85,798) - - - - -
Exarcised - - — - - — {99,891) 1.83
Outstanding at 31 Decerber 2022 5,106,736 - 586,104 — 8,407 - 2,980,151 177
Exercisable at 31 December 2022 = - - - - - 20,427 2.04
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30 share-based payments continued
(a1} Equity-settled schemes continued

RSP/CSOP DBP/PSP LTiS L SAYE
Weighted Weightod Woighted Weighted
OVCFOQO mvorcge average average
oxercise eXCrciso gxXercise CXerCIse
price price price price
Group . o Number £ _ Numiber £ Number £ o Nurnber £
Outstanding at 1 January 2021 257,605 — 322,991 — 2,389,447 — 4,424,320 2.32
Awarded/granted 1,667,886 - — — — - 403,204 284
Lapsed (227,690) - - —  {1549,255) —  {1,774,000) 277
Exercised — — — - - - (n8124) 1.82
Cutstanding at 31 December 2021 3,588,001 — 322,991 — 840,92 - 2935310 215
Exercisable at 31 December 2021 - - — - - - 64192 5.38

The amounts included in the RSP/CSOP table raflect the total amount of shares awarded under both schemes.

Share awards outstanding under the LTIS at 31 December 2022 had an exercise price of £nil (202% £nil) and a weighted average
remaining contractuai life of 0.2 years (2021: 0.3 years). Share options outstanding under the SAYE schemes ot 31 December
2022 had exercise prices ranging from 143p to 501p (2021:182p 101,723p) and o weighted average remaining contractual life of
1.8 years (2021: 2.3 years). Share awards cutstanding under the DBP/PSP schemes at 31 December 2022 had an exercise price of
£nil (2021 £nil) and a weighted average remalining contractual life of 1.4 years (20211 1.0 years). Share awards cutstanding under
the RSP at 3] December 2022 had on exercise price of £nil (2021 £nil) and a weighted average remaining contractual life of

17 years (2021: 2.2 years). Share ewards outstanding under the CSOP at 31 December 2022 had an exercise price ranging from
241p to 334p (2021 241p to 334p} and o weighted average remaining contractual life of 17 years (2021 2.2 ysars)

Cash awards were granted under the PFEP to eligible employees that require the Group to pay amounts linked 10 a combkination
of satary, and the financial performance and share price performance of Vanquis Banking Group plc. The credit to the income
statement in 2022 was £nil (2021 £0.5m) and the Group has a liability of £nil as at 31 December 2022 (2021 £nil).

Rspjcsop DBP/PSP LTIS SAYE o
Weighted Welghted Weighted Weighted
average average averqge average
exercise exercise exercise exercise
price price price price
Company . _ __Number £ Number £ MNumber £ Number £
Cutstanding at 1 January 2022 1,851,182 - 242,170 - 533,449 — 331,032 2.05
Awarded/granted 1,545,768 - 256,204 — — - 338,746 1.43
Lapsed (299,197) - - —  (533,449) - (159,759) 2.00
Vested — - (69,307} — — — — —
Transferred 12,448 - - - - - - -
Exercised - — — - - - - -
Outstanding at 31 December 2022 310,201 - 429,067 - - - 510,018 1.74
txercisgble at 31 December 2022 - - - - - — - -

) 7RSP/CSOP o LBP/PSF o LIS SAYE

Weightad woightod Weighled Weightod
average avercge average averageoe
exercise oxrercise CXeroise oxereise
price price prico price

Company 7 ~ Number £ Numbear £ Number £  MNumber i
Outstanding at 1 January 2021 934625 - 242170 — 1,278,367 — 340,836 2.03
Aworded/grqnted 947,683 — - — — — 45,953 284
Lapsed {101,600) - — - (775,226) - (56,757) 258
Transferred 70,764 - - — 23,208 — — —
Exercised - - -~ - — — - -
Outstanding at 31 December 2021 1,851,182 - 242170 - 533,449 - 331032 205
Exercisable at 31 December 2021 — - — - - — 1,204 5.38
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Notes to the financial statements continued

30 Share-based payments continued

{a) Equity-settled schemes continued

Share opticns outstanding under the SAYE schemes at 31 December 2022 had exercise prices ranging from 143p to 323p
(2021:182p to 538p) and © weighted average remaining contractual life of 2.2 years (2021: 2.3 years). Share awards outstanding
under the DEP/PSP schemes at 31 December 2022 had an exercise price of £nil (2021: £nil} and a weighted average remaining
contractual life of 1.5 years (2021 1.0 years). Share awards outstanding under the RSP at 31 December 2022 had an exercise price
of £nil (2021: £nil}y and a weighted average remaining contractual lite of 1.7 years (2021. 2.3 years). Share awards outstanding
under the CSOP at 31 December 2022 had an exercise price ranging from 241p to 334p (2021: 241p to 334p) and o weighted
average remaining contractual life of 1.7 years (2021 2.3 years).

There was no liakility in the Group or Company in relation to the PFEP at 31 December 2022

(b) cash-settled scheme

Cash awards were granted under the PHEP to eligible employees that require the Group and Company to pay amounts linked 10
a combination of salary, and the financial performance and share price performance of vanquis Banking Group plc. No awards
have been granted since 2018, The credit to the income statement in 2022 was £nil for the Group (2021 £0.5m) and £nil for the
Company (2021 £nil). The Group has a liability of £nit as at 31 December 2022 (2021: £nil} and £nil for the Company (2021: £mil)

31 0ther reserves

Share-

Profit Capital based Teotal

retained by redemption payment  Far value other

subsichary reserve rosernve rescrve resenes

Group o . o Em ED,,,,,fE,’lL,, o ET £m
At January 2021 08 36 8.4 38 14.6

Other comprehensive income/{expense):

- fair value movements transferred to income statement (note 15) — - — (52) (62)
— tax on items taken directly to other comprehensive income (rote 7) — - — 1.4 14
Other comprehensive expense for the year - - - (38) (38)
Share-bosed payment charge (note 30) — — 38 - 38
Transfer of share-based payment reserve on vesting of share awards - — (48) — (a8)
At 31 December 2021 0.8 36 b4 - 9.8
At 1 January 2022 0.8 3.6 5.4 - 9.8
Share-based payment charge (note 30} - - 5.1 — 51
Transter of share-based payment reserve on vesting of share awards - - (2.5) - {2.5)
At 31 December 2022 0.8 3.6 8.0 - 12.4

The capital redemption reserve represents profits on the redemption of preference shares arising in prior years, tegether with
the capitalisation of the nominal value of shares purchased and cancelled, net of the utilisation of this reserve to capitalise the
nominal value of shares issued to satisfy scrip dividend elections.

The share-based payment reserve reflects the corresponding credit entry to the cumulative share-based payment charges
made through the income statement as there is no cash cost or reduction in assets from the charges When options and awards
vest, that elerment of the share-based payment reserve relating to those owards and optiens is transferred to retained earnings.

The movements in 2021 through the fair value reserve reflect the transfer of investments held at fair value through other
comprehensive income to fair value through P&L, net of deferred tax (see note 15).

Share-
Capital based Total
redemption payment other
raserve reserve fO50IVEs
Compony S o £ ,,E,rp,,_,,,ﬂ,
At 1Jonuary 2021 38 54 10.0
share-based payment charge (note 30) - 17 17
Transfer of share-based payment reserve on vesting of share awards - (08) {08)
Share-based payment movernent in investment in subsidiaries - (1.9) (19)
At 31 December 2021 38 5.4 8.0
A1 January 2022 3.6 5.4 9.0
Share-based payment charge (note 30) — 2.9 2.9
Transfer of share-based payment reserve on vesting of shore awards — (1.4) (1.4)
sShare-based payment movement in investment in subsidiaries - 11 11
At 31 Decermber 2022 3.6 8.0 1.6
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31 Other reserves continued

Company distributable reserves include: (i) retained earnings, adjusted to reflect the unrealised gain on the retirement
benefit asset; (i) share-based payment reserve, net of deferred tax and the IFRIC 11 adjustment, and (i) merger reserve.
The distributable reserves do not include distributable reserves currently held within subsidiary companies.

32 Related porty transactions

Ihe Lompany rechuiyes thie peisivn shenne ielen ed W in note 21with a proportian of the cects of administration and
prafessional fees incurred by the Company. The total amount recharged during the year was £0.3m (2021 £0.3m) and the
Company omount payable to the pension scheme at 31 December 2022 was F0.2m (2021 £0.1m)

Details of the transactions between the Company and its subsidiary undertokings, which comprise management recharges
and interest charges on intra-group balances, along with any balances outstanding at 31 December, are set out below

— 2022 L D -
Management Interest Outstanding Management Interest  Qutstanding
recharge credit balance recharge credit balance
Company - ... .. &tm fm  fm fm  im £m
Vanguis Bank 19.9 1.0 4.2 8.4 4.4 (35.6)
Moneybarn 8.5 - - 35 - -
CCD - - 25.2 36 - 18.5
Provident Financial Holdings — (56.6) 778.0 — (528) 739.5
Other central companies (12.6) 0.3 726 13 — 63.
Total related party transactions 15.8 {55.3) 980.0 6.8 (ag2) 7835

The outstanding balance represents the gross intercompany balance receivable tof(payable by) the Company.

N August 2020 Yanguis Bank provided the Coempany with a £70m intercompany loan facility to allow upstream funding. The
loan had a two-year term and an interest rate of 6.25%. The loan was fully utilised up until 30 June 2022 when it was repaid in full.
During 2022 funds were placed on deposit via Vanquis Bank with the Bank of England. The amount as at 31 December 2022 of
£90m is included in the amounts receivable from Vangquis Bank.

The 2022 cutstanding balance reflects the £90m placed on deposit via Vanguis Bank, the year-end management recharges
and Group relief on trading losses which were settled shortly after the year end by Vanguis Bank. The 2621 outstanding balance
also reflects the difference between the £70m loan provided and the year-end management recharges and Group relief on
trading losses.

in December 2020, o new subsidiary holding company, Provident Financial Holdings Limited (PFH), was incorporated which
simplified the intercompany relationships across the Group. As part of that process certain intercompany loans with Moneybarn
and CCD were transferred from the Company te PFH and equivalent loans were entered into between the Company and PFH.

The following facilities are provided from the Company via PFH to its subsidiaries: {{) £290m te Provident Personal Credit Limited;
(i} r884m facility provided to Moneybarn No. | Limited and an upwards funding facility of £328m provided from Moneybarn

No. 1limited to PFH; and (i) £85m facility to PFG Corporate Services Limited. A £50m and £114m facility were provided directly

to PFH from the Cempany. The intercompany loans accrue interest at the Company’'s menthiy weighted average cost of funds
plus amargin.

The net charge to the income statement [or both intercompany and investment provisions in 2022 is £28.8m (2021: £16.5m).

PFH approved and paid dividends totalling £95.1m in 2022 (2021 £85.0m). PFH received equivalent dividends from Vanquis Bank.
Dividends were also received totalling £20.2m (2021: £3.8m) in relation to non-trading and dormant companies as part of the
preliquidation steps before they were placed into members’ voluntary liquidation.

There are no transactions with directars other than those disclosed in the Directors’ Remuneration Report.

33 Contingent liabilities

During the ordinary course of business the Group is subject to other complaints and threatened or actual legal proceedings
{including class or group action claims) brought by or on behalf of current or farmer employees, agents, customers, investors
or third parties. This extends to legal and regulotory reviews, challenges, investigations and enfercement actions combined
with tax authorities taking a view that is different to the view the Group has taken on the tax treatment in its tax returns, both in
the UK and averseas. All such material matters are periodically assessed, with the assistance of external professional advisors,
where appropriate, to determine the likelinood of the Group incurring a licbllity In those instances where it is concluded that it
is more likely than not that a payment will be made, a provision is established for management’s best estimate of the armount
required at the relevant balance sheet date. In sorne cases it may not be possible to form a view, for example because the facts
are unclear or because further time s needed to properly assess the merits of the case, and no provisions are held inrelation
to such matters. However, the Group does not currently expect the final outcome of any such case to have a material adverse
effect on its financial position, operations or cash flows.
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Notes to the financial statements continued

34 Reconciliation of profit/(loss) after taxation to cash (used in)/generated from operations

Group Company
2022 2021 2022 2021
e . L o . . Note £m £ £m £m
Profit/(ioss) after taxation 77.4 (321) 84.1 27
Adjusted for:
- tax charge/(credit) 7 22.0 36.2 (4.0} (19.5)
- fingnce costs 4 €5.0 612 35.7 337
- exceptional costs on redemption of bonds 4 - 39 - —
- finance income - - (57.2) (51.7)
- dividends received 32 — — (115.3) (88.8)
- share-based paymeant charge 30 5.1 38 2.9 1.7
~ retirernent benefit (credit)/charge prior to exceptional pension credit 21 (0.5) 0% (0.5} )
- exceptional pension credit 2i — (z3) — (23)
~ amortisation of intangible assets 9 16.0 8.2 - .-
- provisions created in the year 25 3.7 224 2.6 50
— provisions released in the year 25 {3.6) - - —
— exceptional release of provisions 25 (4.6) - - -
— provisions utilised in the year 25 (64.0) (413) (6.0) (16.5)
- depreciation of property, plont and equipment and right of use assets 15 121 153 2.9 3.0
- loss/{profit) on disposal of property, plant and equipment i5 0.9 (0.3) - —
- loss/{profit) on disposal of intangible assets 19 22 (04) — -
— profit on lease disposal 7 - (.2 — -
- provision for investment impairment - - 29.4 387
~ provision for intercompany impairment - — (1.8) (13.8)
- hedge ineffectivensss 22 (3.7) (02) {11) -
— proceeds from derivatives nsg - 1.8 -
~ cumulative fair value movements on Visa shares transferred to
income statement 15 - (5.2) - —
- current year fair value moverments on Visa shares 1% (1.6) 0l - -
- contributions into the retirement benefit scheme 21 (2.2) (40) (2.2) (13)
Changes in operating assets and liabilities:
-~ gmounts receivable from cuslomers {226.3) 1221 - -
- trade and other receivables (22.8) 127 (55.5) 11
- trade and other payables (31.2) 307 (12.4) (6:3)
Cash (used in)/generated from operations {144.3) 2405 (106.8) (mo.g}
The increase (2021 decrease) movement in amounts receivable from customers of £226.3rm (2021, £122.1m) includes the
non-cash movement in the impairment provision are set out below.
2022 2021
grou_p - - - i Em ‘E_r_h
Cash movement in amounts receivable from custormers (217.2) 4953
Non-cash provision moverment — allowance account (9.0) (3732)
Net movement in amounts receivable from customers (226.3) 1221
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34 Reconciliation of profit/(loss) after taxation to cash {used in)/generated from operations continued

The table below details changes in the Group and Company's liabilities arising from financing activities, including both cash and
non-cash changes. Liabilities arising from financing activities are those for which cash flows were, cr future cash flows wili be,
classified in the cash flow statement as cash flows from financing activities,

o o 7 2022 )
_ Cashchanges - Non-cash changes o
Lease
Included additions
1January Financing Lease Amortised Interest within and 31December
2022 coshflows poyments fees paid overdrafts Derivatives  disposals 2022
Group ) _ E&m  Em £m . Em £m £m £m £m £m
Total borrowings (note 27) (1.863.7) (a18) - {7.4) (10.5) 26 4.6 —  (1,916.0)
Lease liabllities (note 26) (58.9) - 10.8 - (1.2) - — — (49.3)
Total (1.922.6) (47.4) 10.8 {7.4) {4.3) 26 4.6 - {1,963.7)
- _ _ . 2021 - o -
Cash changes __ MNon-cashchanges .
Lease
Included additions
TJanuary  Finuncing leuso Amortisod Interast within and 31 Decoember
2021 cashflows  poyments foos poid  overdrafts  Dernvatives  disposols 202
Group o o Em  Em _Em _ Em £m _i‘_m o E_m . ’rﬂ - Er_n_
Total borrowings (note 27) (2.203.2) 3355 — (48} 1.0 (22) — — (18637)
Lease liabilities {note 26) (69.4) - ml - (1) — — 0.8 (58.9)
Tota (22726) 3355 n (4.8} 95 (22) - 09 (19228)
2 -
Cash changes Non-cash changes -
Included
TJanuary  Financing Lease Amortised Interest within 31December
2022 cashflows payments fees paid Derivatives overdrafts 2022
Company o . . BEm @ £fm = £m £m £m £m £m Em
Total borrowings (note 27) {395.3) 30.0 - (1.5) (3.6) 4.6 - (365.8)
Lease liabilities (note 26) (18.9) - 2.6 — (0.4) — — (16.7)
Total (414.2) 30.0 26 (1.5) (a.0) 4.6 - {382.5)
e
Cqsh chg@s - - Non-cash changes
Included
1danuary  Rnancing Loase Amottised Interest within 3l Docember
2021 coshflows payments feos paid  Derivatives  overdrafts 202
compery . . kM _Em &M £m £m Fm £m £m
Total borrowings (note 27) (369.0) (223) — (1.3) (27) - — (395.3)
Lease liabilities (note 26) (219) - 33 — (0.3) - - (13.9)
Total {3909} (223} 33 (13) (3.0) - - (414.2)

35 Post-balance sheet events

Concluding in early 2023, the PRA have conducted a Capital Supervisory Review and Evaluation Process (C-SREP) of the

Group's capital requirements, based on the ICAAP approved in September 2022, The cutcome is that the Group’s Tetal Capital
Reguirement own funds requirements has reduced by more than a third, from 18.3% to 11.9%. Including the current regulatory
combined buffers of 3.5% (capital conservation buffer of 2.5% and countercyclical buffer of 10%), the Group's overall capital
requirement has reduced by 6.4% from 21.8% to 15.4% (excluding any confidential bufiers, if applicable). The reduction in capital
raquirernents partly reflects the Group’s successful repositioning as a specialist banking group focused on lower risk customers,
the receipt of the Core UK Group Waiver in November 2022, which enables the Group to leverage its retall deposit funding
capabilities to fund its other lending products, and the significant amount of work undertaken to strengthen the Group-wide

risk management framework.
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Notes to the financial statements continuad

36 Details of subsidiary undertakings
The subsidiary undertakings of the Group at 31 December 2022 are shown below. The Company is the parent or ultimate parent
of all subsidiaries and they are all 100% owned by the Group.

Company
Cempany name i _ . _ _ . number
Registered at No. 1 Godwin Street, Bradford BD1 25U:
Provident Financial Holdings Limited 13061852
Provicient SPV Limited' 12988335
Vanquis Bank Limited' 2558608
Provident Financial Management Services Limited 328833
Provident Personal Credit Limited' 146081
Greenwood Personal Credit Limited! 125150
N&N Simple Financial Solution Limited! 3803665
Cheque Exchange Limited' 2927947
Provident Investrments Limited A541509
PFG Corporate Services Limited! 13423666
Proviin Limited! 1878771
Provident Yes Car Cradit Limited 4253314
Provident Financial Group Limited 1894214
Yes Car Credit Limited 3459042
Aguis Cards Limited 7036307
HT Greenwood Limited' 954387
Provident Financial Trustees (Perforrnance Share Pian) Limited 4525062
Registered at Athena House, Bedford Road, Petersfield, Hampshire GU32 3LJ:
Moneybarn No. 1 Limited' 4496573
Duncton Group timited' 6308608
Moneybarn Group Limited 4525773
Moneybarn Limited' 2766324
I Companies whoseimmeadiate parent is not Vanguis Banking Sroup ple.

Company
Compome_ . . B - - ﬂ_L_JrTW_bCr
Registered at C/O DWF LLP, 2 Semple Street, Edinburgh FH3 8BL:
First Tower LP (1) Limited SCI22077
First Tower LP (2) Limized SCI25164
First Tower LP (3) Limited $C129388
First Tower LP (4} Limited SCI8423
First Tower LP (5) Limited SCI27062
First Tower (P (6) Limited SC127489
First Tower LP (7) Limited 5C127807
First Tower LP (8) Limited 5C118257
First Tower LP (8) Limited SCl18428
First Tower LP (10) Lirmited 5CN8426
First Tower LP (1) Limited SCI122181
First Tower LP (12) Limited $CI128378
tawson Fisher Limited SC004758
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36 Details of subsidiary undertakings continued

The following companies act as a vehicle to allow the securitisation of the Moneybarn customer receivables and Vanguis Bank
Limited's TFSME. Thesa companies dre not owned by Vanguis Banking Group plc but form part of the consolidated Group due
to meeting the requirements of IFRS 10 ‘Consolidated Financial Statements’.

Company

Company name e — —— . — . . mumber
Registered at 5th Floor, 100 Wood Street, London, Engfand EC2V 7EX:
Meneybarn Financing Limited 12323134

Company
Compony name _ . . . . - o I . ____|_1umber
Registered at 5th Floor, 5 Churchill Place, London, England E14 S5HU:
Oban Cards 2021-1 Holdings Limited 12754762
Oban Cards 2021-1PLC 12757121
Oban Cards Receivables Trustee Uimited 12766504
The following subsidiaries are toking an audit exernption and are therefore exempt from the requirement to the audit
of accounts under section 479A of the Companies Act 2006.

Company
Compony name - - - - number
Provident Investments Limited 4541509
N&N Stmple Financial Solution Limited 3B035b65
Provfin Limited 187971
Provident Yes Car Credit Limited 4253314
Provident Finoncial Group Limited 194214
Duncton Group Limited 6308608
Maneybarn Group Limited 4525773
Lawson Fisher Lirmited SC004758
First Tawer LP (1) Limited SC122077
First Tower LP (2) Limited SCI25164
First Tower LP (3) Limited $C129388
First 1ower LP (4) Limited 5C118423
First Tower LP (B) Limited SC127062
First Tower LP (8) Limited 5127489
First Tower LP (7] Limited SC127807
First Tower LP (8) Limited SCII8257
FHirst Tower LP (9) Limited SCI8428
First Tower i (10) Lirnited 5C18425
First Tower LP (11} Limited sSCI122181
First Tower LP (12) timited SCI129378
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Independent auditor's report to the members of Vanquis Banking Group plc

Report on the audit of the financial statements

1. Opinion
In our opinion:

the financial statements of Vanquis Banking Group plc
{the parent company} and its subsidiaries (the Group)
give a true and fair view of the state of the Group’s and
of the parent company's affairs as at 31 December 2022
and of the Group's profit for the year then ended;

the Greup financial statements have been properly
prepared in accardance with United Kingdom adopted
international accounting standards;

the parent company financial staterments have been
properly prepared in accordance with United Kingdom
adopted international accounting standards and

as applied in accordance with the provisions of the
Companies Act 2006; and

the financial statements have been prepared
in accordance with the requirements of the
Companies Act 2008,

we have audited the financial staternents which comprise:

3. summary of our audit approach

Key audit matters

Materiality

Scoping

Significant
changesin
our approdach

the consolidoted income statement,
the consolidated statement of compreheansive income;
the consolidated and parent company balance sheets;

the consclidated and parent company statements
of changes in shareholders equity;

the consolidated and parent cash flow statement;
the statement of accounting policies; and

the related notes 1to 36

The key audit matters that we identified in the current year were:

The financial reperting framework that has been applied

in their preparation is applicable law and United Kingdom
adopted international accounting standards and, as regards
the parent company financial statements, as applied in
accordance with the provisions of the Companies Act 20086,

2. Basis for opinion

We conducted our qudit in gccordance with International
standards on Auditing (UK) (ISAs (UK)) and applicable law.
Qur responsibilities under those standards are further
described in the cuditor's responsibilities for the audit

of the financial statements section of our report.

We are independent of the Group and the parent company
in accordance with the ethical requirements that are relevant
to our audit of the financial statements in the UK, including
the Financial Reporting Council's (FRC's) Fthical Standard
as applied to listed public interest entities, and we have
fulfilled our other ethical responsibilities in accordance with
thess requirements. The non-audit services provided to the
Group and parent company for the year are disclosed in
note 6 to the financial statements. We confirm that we have
not provided any non-audit services prohibited by the FRC’s
Fthical Stendard to the Group or the parent company.

We believe that the gudit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion

- the estimation of expected credit losses in Credit Cards and Vehicle Finance, and

- the valuation of the pension obligation.

within this report, key audit matters are identified as follows:

Newly identified
Increased level of risk
Sirilar level of risk

Decreased leve! of risk

The materiality that we used for the Group and parent company financial statements was £6.07m

and £5.76m respectively which was determined on the basis of 1% of net assets.

The Group has moved from recognising two continuing operating segments to three for the current

year. The Group now is organised into three continuing operating segments: Cradit Cards, Personal

Loans and Vehicle Finance.

Therefore, our Group audit scope focused on Credit Cards, Personal Loans and Vehicle Finance, which,

together with the parent company, account for 100% of the Group’s net assets.

In relation t¢ our key audit matter, the estimation of expected credit losses in Cradlit Cards and Vehicle
Finance specifically the in-model and post-model adjustments (IMAs{PMAS), we understand that the
Group has continued to unwind the Covid-19 IMAs in Credit Cards as expected. They have continued to

retain a cost-of-living overlay in Credit Cards and introduced one in Vehicle Finance due to the continued
economic uncertainties including the higher inflationary environment. As a result, we have focused our
key audit matter to the valuation of the cost-of-living overlays rather than focusing on all IMAs/PMAS for
this y&ar's audit. We no longer consider the significant increases in credit risk (SICR) to be a key qudit
matter for Vehicle Finance. This is due to no revisions baing made to the SICR model during the year,
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4. Conclusions relating to going concern
In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of accounting
in the preparation of the financial statements is appropriate.

Our avaluation of the directors’ assessment of the Group's and parent company's ability to continue te adopt the gaing concern
basis of accounting included:

- evaigutng muugenehls guing conivein usssssniien L, whiich incluacs strees testing ana point of nen-wiability (M)
analysis as well as consideration of the transformation prejects ongoing across the Group, in arder to understand, evaluate
and assess the key judgements made by management;

- obtaining an understanding of relevant controls around management's going cancern assessment and the forecasting
process at both a divisional and Group level;

- inspecting correspondence with regulaters to understand the capital and liquidity requirements imposed on the Group
by the Prudential Regulation Authority {PRA), and evoluated any changes to those requirements;

- withinvolvement of our prudential regulation specialists:

- reading the most recent Internal Capital Adeguacy Assessment and Internal Liquidity Adequacy Assessment, assessing
management's capital and liquidity projections, assessing the results of management's capital and liquidity stress
testing and evaluating key assumptions and methods used in the capital and ligquidity stress testing models; and

- assessed and evaluated the forecasts, including reconciling opening capital and liguidity ratios to the year-end
Common Reporting Framework regulatory submissions and assessing whether the year-end balance sheet within the
mode! was consistent with the audited position; and

- assessing the appropriateness of the disclosures made in the financial statements.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that,
individually ar collectively, may cast significant doubt on the Group’s and parent company’s ability te continue as a going
concern for a period of at least twelve maonths from when the financial statements are authorised for issue.

In relation to the reporting on how the Group has applied the UK Corporate Governance Code, we have nothing material to add
or draw attention to in relation to the directors’ statement in the financiat statements aboul whether the directors considered

it appropriate to adopt the going concern basis of accounting. Our responsibilities and the responsibilities of the directors with
respect to going concern are described in the refevant sections of this report.

5. Key audit matters

Key audit matters are those maoatters that, in our professional judgement, were of most significance in our audit of the financial
staternents of the current period and include the most significant assessed risks of material misstatement (whether or not
due to froud) that we identified. These matters included those which had the greatest effect on: the overall oudit strategy,

the allocation of resources in the audit; and directing the efferts of the engagement teom.

These matters were addressed in the context of our audit of the financial statements as a whole, and in forming our opinion
therecan, and we do not provide a separate opinion on these matters.

5.1. Estimation of expecied credit losses in Credit Cards and Vehicle Finance

Key audit matter The Group holds portfolics of receivables from credit cord, personal loang and vehicle financing
description arrangements, totalling £1,896.1m (2021: £1,677.7m), nat of provisions. Whilst the Group's provision for
impairment against amounts receivable from customers is £605 8m (2021 £614.8m).

within Credit Cards, management has recognised a total ECL provision of £270.4m ¢s at 31 December 2022
{2021 £353.8m) on gross receivables of £1,452.0m (2021: £1,417.2m).

Within Vehicle Finance, management has recognised a total ECL provision of £326.2m as at 31 December 2022
(2621 £255 5m) on gross receivables of £872.3m {2021- £841.7rm).

The IFRS 9 expected credit losses on amounts receivable from customers are calculoted by modelling
expsacted credit performance of the receivables’ portfolios. The underlying modelling techniques are
complex and reguire management to make significant judgements regarding the quontum and timing
of expected future cash flows to calculate expected credit losses. Provisions for expected credit losses
are an area of management judgement where there is @ risk of fraud dus to the potential ability of
rmanagement o introduce inocppropriate bias to judgements made in the estimation process.

IFRS § requires that on impairment assessment should be the best estimate of expected creditlosses
and that reagsonable forward-looking information sheuld be incorporated into the calculation as

at the balance sheet date. The ongeing impacts of the cost-of-living crisis, alongside uncertainties

in the macroeconomic environment and inflationary pressures, mean there exists a wide range of
scenarios with different loss outcomes, The key ecenomic variables relevant for the Group’s portfolio
were determined to be the hazard rate, which is the likelihood of shifting from employment to
unemployment in o given time period, and debt-te-income (DT1) ratios. The hazard rate is not a widsly
used variable for which forecasts are published; however, there is a strong correlation between hazard
rates and unemployment such that hazard rates can be predicted based on unemployment forecasts.
There is significant judgement in determining the probability weighting of the scenarios adopted

by management and the associated assumptions.
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Independent auditor’s report to the members of Vanquis Banking Group plc continued

5. Key audit matters continued

5.1. Estimation of expected credit losses in Credit Cards and Vehicle Finonce continued

Key auditmatter  The expected credit loss provision estimate is driven by account-specific estimation of probability

description of default (PD). exposure ot defoult (EAD) and loss given default (LGD) which represent the key areas

continued of judgement. Across both Credit Cards ond Vehicle Finance, we have focused our key audit matter
to macroeconomic inputs and Cost-of-Living {(Col) post-model adjustments (PMAs). Management
has recognised a £10.5m (2021: £7.8m) PMA for Col, The PMA is based on management judgement
in light of the current economic environment and is supported by scenario modelling technigues.

For Credit Cards, we have also focused our key audit matter to the significant changes in credit risk (SICR)

thresholds and 12-month probability of default 12m PD) recalibration. The key judgement in relation

to SICR is around the determination of the point at which a relative change in PD constitutes a SICR.

Whilst historical data can be used te inform these thresholds it also requires significant management '
judgement to determine the criteria that best evidences this SICR. Management has recalibrated the

12Zm PD model and SICR thresholds this year, which has resulted in a £50m reduction in the Credit Cards

expected credit (0ss.

Further detail in respect of these is set out in the statement of accounting policies, in the amaounts
receivables from customers note of the financial statements and also within the Strategic Report.

How the scope Control procedures
of our audit within Credit Cards and Vehicle Finance we obtained an understanding of relevant controls relating '
responded to the tothe identification. valuation and recarding of expected credit losses.

key audit matter Substantive procedures

We obtained an understanding of the methodology changes in the IFRS 8 models in Credit Cards
relating to the SICR and 12m PD recalibration. We involved our credit risk modelling specialists to assist
in our assessment and challenge of monagement's methodology and assessed these methodology
changes against the requirernents of IFRS 8. In performing these procedures, we further considered
whether therg were any indicators of bias in the methodology applied by management or in the
estimation of the armount and timing of expected future cash flows, through a stand back assessment
performed on the ECL coverage ratios derived from the models. In addition, we have tested that the
methodology changes have been reflected in the models through assessment of the underlying scripts,
tested the completeness and accuracy of the data used to form the 12m PD and SICR thresholds and
evaluated management’s conclusions regarding the appropriateness of the changes in the current
macroeconomic environment.

In respect of the macroeconomic scenarios applied we involved our economics specialist to assess

the approprigteness of the shape of the hazard rate and DTi curves and the respective weightings
attached to the curves, whilst alse testing the underlying data used in this assessment for completeness
and accuracy

We benchmarked the underlying unemployment economic variables against various external sources
including His Mojesty’s Treasury forecasts, Prudential Regulation Authority, Office for National Statistics,
and other availoble data.

In respect of the Cost-of-Living PMA for Credit Cards and Vehicle Finance, with involvernent of our

credit modslling specialists we assessed the appropriateness of the methodology and assumptions
applied by management in determining the value of the Col adjustrent. This included performing
benchmarking of the ECL against peers to inform our assessment and evajuating the results of the
scenario modelling techniques perfaormed by management and the appropriateness of the underlying
assumptions, We aiso evalucted management’s credit risk monitoring analysis to determine whether any
significant deterioration in customer performance has occurred to date.

Key observations  Based on our substantive testing we found that the provision for expected credit tosses in Credit Cards
and Vehicle Finance is appropriate. We considered the macroeconamic assumptions and weightings
and the assumptions underpinning the Cost-of-Living PMAs t¢ be reasonable in both Credit Cards
and Vehicle Finance. Within Credit Cards, we considered the SICR thresholds and 12m PD recalibration
to be appropriate.
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5. Key audit matters continued

5.2 Valuation of the pension obligation

Key audit motter uUnder 1AS 19, the value of the defined benefit pension scheme is tc be recognised on the Group’s
description baolance sheet, reflecting an actuarial valuation of the assets and liabilities of the scheme at the
balance sheet date. The valuation of the pension obligation involves judgements in relation to inflation,
discount and mortality rates. The most critical element identified was the discount rate assumption
as set out in the sensitivity analysis in note 21. The valuation of the pension obligation s an area of
management judgement where there is a risk of fraud due to the potential ability of management
to introduce inappropriate bias to judgements made in the valuation process.

The pension cbligation is £490.0m as at 31 Decermber 2022 (202) £786.6m). Further detail in respect of
these assumptions is set out in the statement of accounting policies, the retirement benefit asset note
in the financial statements and within the Audit Committee Report.
How the scope We obtained an understanding of the refevant controls surrounding the determination of the discount
of ocur audit rate and other inputs used in the pension valuation,

responded to the We involved cur actuarial specialists to assist us in evaluating the appropriateness of the principal

key audit matter actuarial assumptions used in the calculation of the pension obligation being the discount rats,
mortality rates and infiation rates. we alse challenged and benchmarked management's assumptions
against those used by a range of organisations gs at 31 December 2022 and considered the consistency
of those judgemeants compared with the prior year.

Key cbservations  All assumptions, including the discount rate adopted by managament, are within what we considered
to be an ccceptable range.

6. Our application of materiality

6.1. Materiality

We define materiality as the magnitude of misstatement in the financial statements that makes it probable that the economic
decisions of a reasonably knowledgeable person would be changed or influgnced. We use materiality both in planning the
scope of our audit work and in evaluating the results of our work,

Based on our professional judgement, we determined materiality for the financial statements as a whole as foliows:

Group financial statements Parent company financial statements
Materiality £6.07m (2021 £6.32m) £5.76m (2021: £6.00m)
Basis for 1% of net assets (20211% of net assets) 1% of net assets (2021 1% of net assets) capped
determining at 95% of Group materiality
materiality
Rationale for Our benchmark upon which materiality is determined is consistent with the prior period. We determined
the benchmark that net assets continue to be a more stable and relevant measure used by investors, regulators and
applied stakeholders when assessing the performaonce and longer-term prospects of the Group and parent

company as well as the importance of net assets to the Group's regulatory capital position.

Group materiality

£6.07m
Net assets Comp_onfent
£607.2m materiality range

£0.02m to £5.78m

Audit Committee
reporting
threshold
£0.30m

Netassets Group materiality
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Independent auditor’'s report to the members of Vanquis Banking Group ple continued

6. Our application of materiality continued

6.2. Performance materiality

We set performance materiality at a level lower than materiality to reduce the probability thot, in aggregate, uncorrected
and undetected misstatements exceed the materiality for the financial statements as a whole.

Group financial statements Parent company financial statements
Performance 70% (2021 70%) of Group materiality 70% (2021: 70%) of parent company materiality
materiality
Basis and In determining performance materiality, we considered a number of factors, including: our understanding
rationale for of the control envircnment and contrels relicnce obtained; our understanding of the business; and the
determining number of uncorrected misstatements identified in the prior year.

performance
materiality

6.3. Error reporting threshold

we agreed with the Audit Committee that we would report to the Committee oll audit differences in excess of £030m (2021 £0.32m),
as well as differences below that threshold that, in our view, warranted reporting on qualitative grounds. We also report to the Audit
Cormmittee on disclosure matters that we identified when assessing the overall presentation of the financial statements

7. An overview of the scope of our audit

7.1.1dentification and scoping of components

The Group is organised into three continuing operating segments: Credit Cards; Personal loans and Vehicle Finance. Qur
Group audit was scoped by obtaining an understanding of the Group and its environment, including Group-wide contrals,

and assessing the risks of material misstatement at the Group level. Therefore, our Group audit scope focused on Credit Cards,
Personal Loans and Vehicle Finance, which, together with the parent compony, account for 100% of the Group's net assets.
Credit Cards, Personal Loans and Vehicle Finance cre audited by separate engagement teams led by the Group audit partner

7.2. Our consideration of the contrel environment

we identified the financial reporting, lending and deposit business cycles to be the most relevant to the audit, including the
identification, valuation and recording of expected credit losses We were able to take o controls reliance approach over the
Credit Cards segment deposit business cycles and credit card lending and with involvernant of our IT specialists we tested and
relied upon IT controls across the aforementioned credit card lending and deposit systems identified Credit Cards outsources
the processing of customer deposits and card ransaction processing to o third party. We involved our IT specialists 1o review
the service auditor's report. We have shared observations from our procedures with management and the Audit Committee.
The assassmeant of the Group's internal control environment is et out on pages 103 to 107,

7.3. Our consideration of climate-related risks
In planning our audit, we have considered the potential impact of climate change on the Group's business and its
financial statements.

The Group continues to develop its assessment of the potential impacts of climate change which is currently being considered
using three scenarios: early action, late oction and no additional action, as explained in the Strategic Report. Management has
performed forward-looking gualitative and guantitative scenario analysis Lo explare the potential range of climate change
implications on the Group. Over the next year, monagement will continue to enhance their quantitative assessment of the
potential financial impacts of climate change on the Group.

As part of our audit, we have obtained management's climate-related risk assessment and held discussions with the Head of

Sustainability, the Chief Risk Officer and finance to understand the procass of identifying climate-related risks, the determination |
of mitigating actions and the impact on the Group’s financial statements. Management has identified there to be no material

impact ansing from climate chonge on the judgements and estimates made in the financal statements as explained in the

statement of accounting palicies note on page 163

we performed our own gualitative and quantitative risk assessment of the potential impact of climate change material

misstatement. Our procedures included reading disclosures included in the Strategic Report with the involvement of our climate

change and sustainability specialists and Gudit teamn consideration as to whether they are materially consistent with the '
financial statements and our knowledge obtained in the audit. We also evaluated whether appropriate disclasures have been

made in the financial staterments.
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8. Other information
The other information comprises the information included in the Annual Report, other than the financial statements and our
Auditor's Report thereon. The directors are responsible for the other information contained within the Annual Report.

Qur gpinicn on the financial statements does not cover the other information and, except to the extent otherwise explicitly stated
in our report, we do not express any form of assurance conclusion thereon.

Oui reapunizilility (s W reud the other inforrnation and, in deing so, considor whothar the othor information is materially
inconsistent with the financial statements or our knowledge cbtained in the course of the audit, or otherwise appears to be
matenally misstated

If we identily such material inconsistencies or apparent material misstaterments, we are reguired to determine whether this gives
rise 1o a material misstatement in the financial statements themselves. If, based on the work we have performed, we conclude
that there is a material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

9. Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the preparation of the financial
statements and for being satisfied that they give a trus and fair view, and for such internal control as the direclors determine

is necessary to encble the preparation of financial statements that are free from material misstaternent, whether due to

fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Group's and the parent company’s ability
to continue as a going concern, disclosing as applicable, matters related to going concern and using the going concern basis
of accounting unless the directors either intend te liquidate the Group or the parent company or to cease operations, or have
no realistic alternative but to do so.

10. Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance
is a high level of assurance but is not a guarantee that an audit conducted in accordance with 1SAs (UK} will always detect a
material misstaternent when it exists. Misstatements can arise from fraud or error and are considered material if, individuatly or
in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.

Afurther description of our responsibilities for the audit of the financial statements is located on the FRC's website ot
www.fre.org.uk/auditorsresponsibilitiss. This description forms part of our Auditor's Report.
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Independent auditor’s report to the members of Vanquis Banking Group plc continued

11. Extent to which the audit was considered capable of detecting irregularities, including fraud
Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with our
responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. The extent te which
our procedures are capable of detecting irregularities, including fraud is detailed below.

111. Identifying and assessing potential risks related to irregularities
In identifying and assessing risks of material misstatement in respect of irregularities, including fraud and nen-cempliance
with laws and reguiations, we considered the following

- the nature of the industry and sector, control envirenment and business performance including the design of the Group's
rermuneration policies, key drivers for directors’ remuneration, bonus levels and performance targets;

- results of our enquiries of management, the directors and the Audit Committee about their own identification and
assessment of the risks of irregularities, including those that are specific to the Group's secter;

- any matters we identified having obtained and reviewed the Group's documentation of their policies and procedures
relating to:

- identifying, evaluating and complying with laows and regulations and whether they were aware of any instances
of non-compliance;

- detecting and responding to the risks of fraud and whether they have knowledge of any actual, suspected
or alleged fraud, and

- the internal controls established to mitigate risks of fraud or non-compliance with laws and regulations; and

- the matters discussed among the audit engagement team and relevant internal specialists, including tax, valuations,
pensions, share-based payments, data analytics, information technology, prudential regulatory, climate change and
sustainability specialists, forensic, macroeconomic and credit risk modelling specialists, regarding how and where fraud
might occur in the financial staterments and any potential indicators of fraud.

As aresult of these procedures, we considered the opportunities and incentives that may exist within the organisation for froud
and identified the greatest potential for fraud in the following areas: the estimation of expected credit losses in Credit Cards
and Vehicle Finance and valuation of the pension obligation. In commeon with all audits under 1SAs (UK), we are also required to
perform specific procedures fo respond to the risk of management override.

We also oblained an understanding of the legal and regulatory frameworks that the Group operates in, focusing on provisions
of those laws and regulations that had a direct effect on the determination of matericl amounts and disclosures in the financial
statements. The key laws and regulations we considered in this context included the UK Companies Act, Listing Rules, pension
legistation and tox legislation.

In addition, we considered provisions of other laows and regulations that do not have a direct effect on the financial staternents

but compliance with which may be fundamental to the Group’s ability te operate or to avoid a material penalty. These included
the regulation set by the Financial Cenduct Autherity and the Prudential Regulation Authority relating to the Group's regulatory

capital and liguidity reguirements.

1.2. Audit response to risks identified

As a result of performing the above, we identified estimation of expected credit losses in Credit Cards and Vehicle Finance and
valuation of the pensicn obligation as key audit matters related to the potential risk of fraud. The key audit matters section of our
report explaing the matters 'n more detail and also describes the specific procedures we performed in response to those key
audit matters.

In addition to the above, our procedures te respond to risks identified included the following:

- reviewing the financial statement disclosures and testing to supporting documentation to assess compliance with
provisions of relevant lows and regulations described as having o direct effect on the financial statements;

~ enquiring of management, the Audit Committee and in-house legal counsel cencerning actual and potential litigation
and claims,

— performing analytical procedures to identify any unusual or unexpected relationships that may indicate risks of material
misstatement due to fraud;

- reading minutes of meetings of those charged with governance, reviewing internal audit reports and reviewing
correspondence with regulatory bodies such as the Prudential Regulation Authoerity, the Financial Conduct Autherity
and HMRC; and

— inaddressing the risk of fraud through management override of controls, testing the appropriatenass of journal entries and
other adjustrments; assessing whether the judgements made in making accounting estimates cre indicative of o potential
bias; and evaluating the business rationale of any significant transactions that are unusual or cutside the normal course
of business.

We also communicated relevant identified laws and regulations and potential fraud risks to all engagement team members
including internal specialists, and remained alert to any indications of fraud or non-compliance with laws and regulations
throughout the audit.
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Report on other legal and regulatory requirements

12. Opinions on other matters prescribed by the Companies Act 2006
In cur opinien the part of the directors’ remuneration report to be audited has been properly prepared in accordance
with the Companies Act 2006,

In our opinion, based on the work undertaken in the course of the audit;

- theinformation given in the Strategic Report and the Directors’ Report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and

- the Strategic Report and the Directors’ Report have been prepared in accordance with applicable legal requirements.

in the light of the knowledge and understanding of the Group and the parent company and their environment obtained in the
course of the audit, we have not identified any material misstaternents in the Strategic Report or the Directors’ Report.

13. Corporate Governance Statement

The Listing Rules require us to review the directors’ statement in relation to going concern, longer-term viability and that part of
the Corporate Governance Statement relating to the Group's compliance with the provisions of the UK Corporate Governance
Code specified for our review,

Based on the work undertaken as part of our audit, we have concluded that each of the following elements of the Corporate
Governance Statement is materially consistent with the financial statermnents and our knowledge obtained during the audit:

=~ thedirectors’ statement with regards to the appropriateness of adopting the going concern basis of accounting and any
material uncertainties identified;

- thedirectors’ explanation as to its assessment of the Group's praspects, the period this assessment covers and why the
period is appropriate,

- thedirectors’ statement on fair, balanced and understandable;
- the Board's confirmation that it has carried out a robust assessment of the emerging and principal risks;

- thesection of the Annuol Report that describes the review of effectiveness of risk management and internal control
systems; and

- the section describing the work of the Audit Committee.

14. Matters on which we are required to report by exception
14.1. Adequacy of explanations received and accounting records
Under the Companies Act 2006 we are required to report to you if, in our opinion:

- we have not received all the infermation and sxplanations we require for our audit; or

= adeguate accounting records have not been kept by the parent company, or returns adequate for cur audit have not been
received from branches not visited by us; or

= the parent company financial statements are not in agreement with the accounting records and returns.
We have nothing to report in respect of these matters.

14.2. Directors’ remuneration

Under the Companies Act 2006 we are also required to report if in our opinion certain disclosures of directors’ remuneration
have not been made or the part of the directors’ remuneration report to be audited is not in agreement with the accounting
records and returns.

We have nathing to report in respect of these mattars.
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Independent auditor’s report to the members of Vanquis Banking Group plc cortinued

15. Other matters which we are required to address

16.1. Auditor tenure

Following the recommendation of the Audit Committee, we were appointed by the directors on 29 June 2012 to audit the
financial statements for the year ending 31 December 2012 and subsequent financial pericds. The period of total uninterrupted
engagement including previous renewals and reappointmsents of the firm is 11 years, covering the years ending 31 December 2012
to 31 Becember 2022.

15.2. Consistency of the audit report with the additional report to the Audit Committee
Our audit opinion is consistent with the additional report to the Audit Committee we are required to provide in accordance
with 1SAs (UK).

16. Use of our report

This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act
2006. Our audit work has been undertaken so that we might state to the Company's members those matters we are required to
state to them in an auditor's report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other then the Company and the Company’s members as a body, for our audit work, for this report, or
for the opinions we have formed.

As required by the Financial Conduct Authority (FCA) Disclosure Guidance and Transparency Rule (DTR) 4.114R, these financial
statements form part of the European Single Electronic Format (ESEF) prepared Annual Financial Report filed on the National
Storage Mechanism of the UK FCA in accordance with the ESEF Regulatory Technical Standard (ESEF RTS), This Auditor's Report
provides no assurance over whether the annual financial report has been prepared using the single electronic format specified
in the ESEF RTS.

Kieren Cooper (Senior statutory auditor)

For and on behalf of Deloitte LLP U( S_ l -

Statutory Auditor
Birmingham, United Kingdom
30 March 2023
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Alternative performance measures

In addition to statutary results and KPls reported under International Financial Reporting Standards (IFRS), the Group provides
certain alternative performance measures (APMs), These APMs are used internally by management and are alsc deemed helpful
in understanding the Group's performance. These non-statutory measures should net be considered as replacements for

IFRS measures,

Changes to terminology and alternative performance measures

Inline with niir cantinnied repnsitinning ae a epacialiet hanking group, we have takon tho dacision in the current yoor to changoe tho
presentalion of our income statement to align with the wider banking industry. See page 198 1n the statement of accounting policies
for further details on the change in presentation. In line with these changes and t© more closely align to our peers in the industry,
the Group has implemented updated APMs to provide more relevant and reliable information for stakeholders The changss to
APMs are summarised below and all presented APMs have been retrospectively re-presented in line with these changes. Unless
stated below all other APMs are presented consistently with prior years

New terminology

Net interest margin (E) - interest income iess nterest

expensea, excluding exceptional iterns for the 12 months ended

31 December

Risk-adjusted income {£) - Totalincorne, excluding exceptional items
less impairment charges for the 12 months ended 31 December

Previous terminology

Netinterest margin (£) — Total revenue less interest expense,
excluding exceptional fterms for the 12 months ended
31 Dacember

Risk-adjusted margin (£} - Net interest margin, excluding exceptional
items less impairment for the 12 months ended 31 December

New APM

Average gross receivables — Average of gross customer interest
earning balances for the 13 months ended 31 December

Met interest margin (NIM) - Interest income less interest expense,
excluding exceptionaliterms for the 12 months ended 31 December
as o percentage of average gross receivables
Risk-adjusted margin - Total ncome, excluding exceptional items
less impairment charge for the 12 months ended 31 December as
a percentage of average gross raceivables

Asset yield - Interest income for the 12 months ended 31 December
as a percentage of average grossreceivables

Interest margin - Interest expense, excluding exceptional items

for the 12 months ended 31 December as a percentage of average
gross receivobles

Cost of nsk - Impairment charges for the 12 meonths ended

3t December ds a percentage of average gross receivables
Costincome ratic ~ Cperating costs, excluding exceptional items
as a percentage of total iIncorme, excluding exceptional items for
the 12 months ended 31 Decermber

adjusted return on assets (ROA) - Adjusted profit after tax for the
i2 months ended 31 December as a percentage of average total
assels for the 13 months ended 31 Decernber

Adjusted return on equity (ROE} - Adjusted profit after tax net of fair
value gains for the 12 months ended 31 December as a percentage
of average adjusted equity for the 13 months ended 31 December.
Adjusted equity 1$ stated after deducting the Group's pension
asset, net of deferred tax, and the fair value of derivative financial
instruments, net of deferred tax

Adjustad return ontangible equity (ROTE} — Adjusted profit after tex
net of fair value gains for the 12 months ended 31 December as a
percentage of average ad|usted tangible equity for the 13 months
ended 31 December. Ad,usted tangible equity is stated as equity after
deducting the Group's pension asset, net of deferred tax, the fair value
of derivative financial instrurments, net of deferred tax less intangible
assets and goadwill

Adjusted return on required equity (RORE) - Adjusted profit after
tax for the 12 months ended 31 December as a percentage of the
Group's average PRA regulatory capital requirement including PRA
buffers for the 132 months ended 31 December

Previous APM

Average receivables - Average of net reported receivables

for the 12 months ended 21 December

Met interest margin (NIM) - Ravenue less funding costs, excluding
exceptional itemns for the 12 moenths ended 31 December as

a percentage of average net recevables

Risk-ad]usted net interest margin - NIM less impairment, excluding
exceptional items for the 12 months ended 31 December as

a percentage of average netreceivables

Revenue yield - Revenue for the 12 months ended 21 December

as a percentage of average net receivables

Interest margin — Finance costs for the 12 months endead
3l December as a percentage of average net receivables

Impairment rate/caost of risk — Impairment charges for the 12 months
ended 31 December as a percentage of average net receivables
Costincome ratio - Cperating costs, excluding exceptional items
as a percentage of net interest margin, excluding exceptional
items for the 12 months endad 31 Decemiber

Adjusted return on assets (ROA) - Adjusted profit before interest
after tax for the 12 months ended 31 December as a percentage

of average net receivables

Adjusted return on equity (ROE) - Adjusted profit after tax for

the 12 months ended 31 December as a percentage of average
opening and closing adjusted equity. Adjusted equity is stated
after deducting the Group's pension assel, net of daferred tax, and
the fair value of derivative financial instruments, net of deferred tax

Adjusted return on tangible equity (ROTE) - Adjusted profit after tax
for the 12 months ended 31 December as a percentage of average
opening and closing tangible equity. Average tangible equity
reflects average equity over the period less intangible assets

and goadwill

Adjusted return on required equity (RORE) - Adiusted profit after
tax for the 12 months ended 31 December as a percentage of
the Group's average opening and closing PRA regulatory capital
requirement including PRa buffers for the pericd
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Alternative performance measures continued

APM

Net interest margin

Risk-adjusted margin

Assel yield

Interest margin

Cost of risk

Costincome ratic

Adjusted return an assets (ROA)

Adjusted return on equity (ROE)

Adjusted return on tangible equity (ROTL)

Adjusted return on required equity (RORE)

31 becember 2022

New

21.0%
23.9%
2.9%

3.2%

20.3%

59.9%

3.8%

17.0%

22.2%

22.2%

Previous

28.1%

24.3%

3.5%

3.4%

3.8%
60.1%

7.9%

12.2%

19.8%

21.4%

31 becempor 2021

New

205%

20.8%

228%

24%
24%
54.8%
5 3%
25.6%
322%

32.3%

Previous

30.0%

- 26.9% 7
33,1%-

503
3%

58.1%

0.3

5%

255%
27.7%

326%
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Definitions, numerical reconciliations and relevance of APMs presented within this report are set out below. The definition of
these non-statutory measures may not be comparable to similarly titled measures reported by other companies. All the below
APMs are on a continuing operations basis.

APM

Adjusted profit
betore tax —
continuing
operaticns

Net interest
margin (Nim)

mMethod of cotculation

Areconciliation of adjusted profit before tax to statutory profit before tax for

continuing operations 1s shown below:

Relovance

contnuing operations excludes the
impact of amartisation of acquisition
intongibles and exceptional iterns
and 1s used to provide further clarity
on the ongoing, underlying financial

performonce of the divisions

and Group.

o ~ Year ended 31 Decemiber B

2022 ) o 2021
Continuing Adjusted Exceptionals Amortisation  Statutory Adjusted Exceptionals Amortisation Statutory
oporations . _Em £m £m £m Em g £m £m
Interest income 486.9 - - 436.9 4739 — - 4739
Interest expense (58.8) — — (58.8) {ag1) (3g) - (53.0)
Net interest
income 428.] — - 428.1 4248 (3o) — 420.9
Net fee and
cammission
income 44.2 — - 44.2 %74 = - 57.4
Other income 8.4 - - 8.4 0.4 - - 0.4
Total income 480.7 — - 480.7 AB26 (z9) — 4787
Impdirment
charges {66.1) - - (66.1) (50.4) - - (50.4)
Risk-adjusted
income 414.6 - — 414.6 4322 (3.9) — 428.3
Operating costs {288.0) {9.0) (z5) (304.5) (264.4) (142) (75) (2886.1)
Profit/ (loss)
before tax 126.6 (2.0) (7.5) 1 1¢A] 167.8 [(z2))] (75) 1422
- Credit cards 178.5 173.9
= ¥ehicls finance 38.0 288
- Personal loans (15.7) (8.7)
- Central costs (74.2) (26.3)
Adjusted profit
before tax 126.6 167.8

Adjusted profit before tox for continuing operations is stated before £7.5m
(2021: £2.5m) of amortisation in respect of acquisition INtangibles established
as part of the acquisition of Moneybarn in August 2014 and exceptional items.

Interest income less interest expense, excluding exceptional items for the
12 months ended 31 December as o percentage of average gross receivables.

interest income
interest expense

MNet interest income
Average gross receivobles

NIM (%)

2022
£m

486.9
{58.8)

4281
2,039.4
21.0%

This measure shows the returns
generated from customers (o allow

comparisen to other banks and

2021
) £m
4739

(491)

banking groups

424.8
20759

20.5%
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Alternative performance measures continued

APM Mot_r]od of calculgtion - 000 _

Risk-adjusted Total income, excluding exceptional items less impairment charge for the

margin 12 months ended 31 December as a percentage of average gross receivables.
2022 202
£m £m
Total income 480.7 4828
Impairrment (66.1) (50.4)
Risk-adjusted incorne 414.6 4322
Avergge gross receivables 2,039.4 2,075.9
Risk-adjusted margin (%) 20.3% 20.8%
Asset yield Interest income for the 12 months ended 31 December s a percentage
of average gross receivables
2022 2021
I £m . Em
Intergst income 486.9 473.9
Averqge gross receivables 2,039.4 20759
Asset yield (%) 23.9% 22.8%
Interest margin Interest expense, excluding excepticnal iterns for the 12 months ended
31 December as a percentage of average gross receivables
2022 202
S Em £Em
Interest expense (58.8) (481)
Average gross receivables 2,039.4 2,0769
Cost of funds (%) 2.9% 2.4%

Cost of risk Impairment charge for the 12 months ended 31 Gecernber as a percentags

of average gross receivables.

2022 2021
£m £m
tmpdirment charges (66.1) (504)
Average gross receivables 2,039.4 2,079
Cost of risk (%) 3.2% 2.4%
Average gross Average of gross customer interest earning balances for the 13 months
receivaples ended 3] December.
2022 2021
o £m _ _E_m
Credit cards 1,331.9 1,379.2
Vehicle finance 656.6 6711
Personal loans 50.9 256
Tota! average gross receivables 2,039.4 2,075.9

Costiincome Operating costs, excluding exceptional itemms as a percentage of total income,

ratio excluding excephonal iterns for the 12 months ended 31 becemiber.
2022 202
£m £m
Total income 480.7 4826
Operating costs (288.0) (264.4)
Costincome ratio 59.9% 54 8%
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Relevance

This measure shows the
returns from customers after
impairment charges

This measure shows the

returns generated from customer
receivables o ollow comparison to
other banks and banking groups.

This measurs shows the cost of
funding the custorer receivables
to allow comparison to other banks
and banking groups.

This measure shows the cost of
impairment charges on customer
receivables to allow comparison to
other banks and banking groups.

This is used to smooth the
seasonality of recejvables across
the divisions in calculating
performance KPIs,

This ratic 1s @ measure of the
efficiency of the Group's cost base.




APM

Adjusted basic
eamings per
share (EPS)

Adjusted return
on assets (ROA)

Adjusted return
on equity {ROE)

Adjusted return
on required
equity (RORE)

wMethod of calculation

Profit after tax, excluding the amortisation of acquisition intangibles and
exceptional iterns, divided by the weighted average number of shares in1ssue
(see note 8 for more details).

Adjusted profit after tax for the 12 months ended 31 Decernber as a
percentage of average total assets for the 13 months ended 31 December

Relevanco

This is used to assess the Group's
operational performance from
continuing operations per ordinary
share. It removes the effect

of amortisation of acquisition
intangibles and exceptional items.
This measures the return a
company generates from its assets,

2022 2021
e Em Em__
Adjusted profit before tax 126.6 167.8
Tax charge (29.5) (237)
Adjusted profit after tax 97.2 144.1
Average total assets 2,574 2,6975
ROA 3.8% 53%
adjusted profit after twx net of fair value gains for the 12 months ended 3) ROE shows the return being
Decemtrer as a percentage of average adjusted equity for the 13 months generated from the shareholders’
ended 31 December Adjusted equity is stated after deducting the Group's equity retained in the business.
pension asset, net of deferred tax, and the fair value of derivative financial
instruments, net of deferred tax
2022 2021
Em £m
Adjusted profit before tax 126.6 1678
Tax charge {29.4) (23.7)
Net fair value gains (3.7) (02)
Tax on net fair value gains 0.7 -
Adjusted profit after tax net of fair value gains 94.2 143.9
Average adjusted equity 551.5 5619
ROE 17.1% 25.8%
2022 2021
Average equity £m £m
Average equity as per balance sheet 610.3 629.7
Average pension assst (75.9) (881)
Average deferred tax on pansion assst 19.0 207
Average derivative financial instruments (2.6) (05)
Average deferred tax on derivative
financial instrumeants 0.7 01
Average adjusted equity 551.5 5619
Adjusted profit after tax for the 12 montihs ended 31 December as o This demonstrates how well the
percentage of the Group’s average PRA regulatory capital requirement Group's returns are reinvested
including PRA buffers for the 13 rnonths endaed 31 December, and s an indicator of its
growth potential.
2022 202
£Em £
Adjusted profit before tax 126.6 167.8
Tax charge {29.4) (237)
Adjusted profit after tax 87.2 144.1
Average equity requirement 438.1 4458
RORE 22.2% 32.3%

Vanquis Banking Graup plc Annuaol Report and Financial Statements 2022 23 3

SJUBLIAYIDLS |DIDUDU



Alternative performance measures continued

AP

Adjusted return
on tangible
equity (ROTE)

Funding
headroom

Liguidity

Customer
satisfaction

Common Equity
Tier 1 (CETI) ratio

Total capital
ratio {TCR)

Regulatory
capital

Method of calculauion Relevance

This demonstrates how well the
Group's returns are generated from
its tangible equity, removing the
impact of whether developmeant
has occurred through orgonic

or inorganic growth.

Adjusted profit after tax net of fair value gains for the 12 months ended 3|
December as ¢ percentage of average adjusted tangible equity for the 13
months ended 31 Desember. Adjusted tongible equity is stoted as equity
after deducting the Group's pension asset, net of deferred tax, the fair value
of derivative financial instruments, net of deferred tax less intangible assets
and goodwill.

2022 2021
- L £m LETm
Adjusted profit before tax 126.8 167.8
Tax charge (29.4) (23.7)
Net fair value gains {(3.7) (02)
Tax on net fair value goms 0 7 -
Adjusted profit after tax net of fmr volue gains 94.2 1439
Average tangible equity 424.5 A46.4
ROTE 22.2% 32.2%
2022 202
Average equlty B B £m Em
Average equity as per balance sheet 610.3 629.7
Average pension asset (75.9) (881
average deferred tax on pension asset 19.0 207
average derivative financial instrumants {2.8) (05)
Average deferred tax on derivative
financial instrurments 0.7 01
Average adjusted equity 551.5 5819
Average intangible assets (55.8) (4a.3)
Average goodwill (n.2) (71.2}
Average tangible equity 4245 4464

Ccommitted bank and debt facilities less borrowings on those facilities This represemts the difference

and amounts committed to further syndicated bank facility reduction, between the total amount of

plus available cash and liguid resources {see note 27 {j} for more details), committed contractual debt
facihties provided by banks, bond
holders and other lenders and the
amount of funds drawn on those
facilities plus cash held on deposit

Liguidity is the sum of all liquid resources held by Vanguis Bank Limited
in the Bank of England reserve account, cash held with relationship bank
(net of restricted funds) and gvailable undrawn committed borrowmg facilities.

The rate at which surveyed cuslarmers were satisfied {or more than satisfied}
with the service they hcxve been provided.

The CETlratio is a key measure of

whether a firm has adequate CETI
te cover the risks associated with

its assets

The ratio of the Group's CETI to the Group's nsk-weighted assets ms-c:sured
in accordance with the CRR (see page 168 for more details)

The ratio of the Group's tatal regulatory capital {own funds) ta the Group's The total capital ratio 1s a key
risk-weighted assets measured in accordance with the CRR. measure of whether a firm has
adequate total regulatery capital
to cover the risks associated with

its assets.

Cornmon Equity Tier 1 capital {CETT) is the sum of the Group’s eqguity as
calculated in accordance with IFRS, an accrued foreseesable dividend and
regulatory adjustments. Tier 2 is the sum of capital instruments meeting the
criteria for Tier 2 as set out in the Capital Requirements Regulation {CRR). Total
available regulatory capital is the sum of these two elements for the Group
{as the Group does not hold any Additional Tier 1 instruments). The calculation
is set out under capital risk Management on page 169
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Glossary

3L0D
AGM
APR
BOE
R
cco
CCE

CDP
CEM
CEO
CET
CFO
CJRs

CLI
CMC
CPA
CPC
CPO
CRD
CRO
CRR
CSOP
CR
DAM
DBP

DJSI
World

DPO
DRP
DRR
DT
DTR

DWF
EAD
EAP
EBT
ECL
EIR
EMS

EMTN

Three lings of defence
Annual General Meeating
Annual percentage rate
Bank of England

Cenfral fank nf frelnnd
Consumer Credit Division

Customer, Culture and
Ethics Committee

Carbon Disclosure Project
Custormer Experience Managers
Chief Executive Officer
Common Fquity Tier 1

Chief Finance Officer

Coronavirus Job
Retention Scheme

Credit line increcase

Claims management company
Continuous Payment Authority
Corporate Planning Conference
Chief People Officer

Capital Requirements Directive
Chief Risk Officer

Capital Requirements Regulation
Company Share Option Plan
Corperate responsibility
Delegated Authorities Manual
Deferred Bonus Plan

Dow Jones Sustainability
World Indices

Data Protection Ctficer
Directors’ Remuneration Policy
Directors’ Remuneration Report
Default termination

Disclosure Guidance and
Transparency Rules

Discount Window Facility
Exposure at default

Employee Assistance Programme
Employee Benefit Trust
Expected credit losses

Effective interest rate

Environmental
Management System

Euro Medium-Term Notes

ERMF

ESG

EWI
FCA
FLCR
FOS
Fy
GERC
GM
HMRC

HQLA
HR
IAS

iICAAP

IFRIC

IFRS

ILAAP

KPI
LBT
LCR
LGD
LIBOR
LSO
L7IS
MB
MP
NEET

NHS
NIM
ocl

PRT
PD
PFEP

Earnings per share

Enterprise Risk
Managemeant Framework

Environmental, social
and governance

karly warning indicators
tinancial Conduct Autherity
First Line Controls Review
Financial Ombudsman Service
Financial year

Group Executive Risk Commiittee
General Meeating

Her Majesty’s Revenue
and Customs

High-quality liquid assets
Hurman Resources

International
Accounting Standards

Internal Capital Adeguacy
Assessment Process

International Financial
Reporting interpretations
Committee

International Financial
Reporting Standards

Internal Liguidity Adequacy
Assessment Process

Investor relations

Key performance indicators
Loss before tax

Liquidity coverage ratio

Loss given default

London Inter-Bank Offered Rate
Liquidity Support Operations
Lang Term Incentive Scheme
Moneybarn

Member of Parliament

Not in Education, Employment
or Training

National Health Service

Net interest margin

Other comprehensive income
Order Book for Retail Bonds
Profit before tax

Probability of default

Frovident Financial Equity Plan
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PFG
PFH
PFMSL

PRA
PsSD2
PSP
RAF
RAM
RBA
RC
RCF
RemCo
RMF
ROE
ROP
RORE
ROTE
RSP
RTO
SAYE
S8Ti
SDG
SICR
SID
SIP
SIP
SMCR

SMF
SONIA

TCFD

TESME

TSR
UN
UURBS

VBC
VLOG
VREQ
VT

Provident Financial Greup plc
Provident Financial Holdings

Provident Financial
Management Services Limited

Prudenticl Regulation Authority
Payment Services Directive
Performance Share Plan

Risk Appetite Framewark
Risk-adjusted margin
Role-based cllowance

Risk Committee

Revolving credit facility
Remuneraticn Committee

Risk Management Framework
Return on equity

Release of provisions

Return on required equity
Return on tangible equity
Restricted Share Plan

Return to office

Save As You Earn

Science Based Targets initicative
Sustainable Development Goal
Significant increase in credit risk
Senior independent Director
Social Impact Programme
Share Incentive Plan

Senior Managers and
Certification Regime

Sterling Menetary Framewaork

Sterling Overnight
Index Average

Task Force on Climate-related
Financial Disclosures

Term Funding Schame with
additional incentives for sSmall
and Medium-sized Enterprises

Total shareholder return
United Nations

Unfunded Unapproved
Retirermeant Benefits Scheme

vanguis Bank cards
Video log
Voluntary Requirements Notice

Voluntary termination
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Information for shareholders

Share price

The Company’s shares are lisied
on the London Stock Exchange
under share code 'VANQ' The share
price is guoted daily in ¢ number
of national newspapers and is
available on the Group’s website at
wwwvanguisbankinggrodp.com.

Tax on dividends

The following information is intended to
provide general guidance to individuals
who are tax resident in the UK. It does
not censtitute professional advice.
Shareholders who are in any doubt os to
their personal tax position should seek
their own professional advice, as should
shareholders who are not resident

in the UK.

A UK tax resident individual shareholder
will be taxed on the total cash dividends
you recelve (the amount paid into

yaur bank account) above the annual
tax-free dividend allowance at the
following rates:

- B7%% for basic rote taxpayers
(7.5% up to 5 April 2022);

- 33.75% for higher-rate taxpayers
(32.6% up to 5 April 2022); and

- 39.35% for additional rate taxpayers
(38.1% up to 5 April 2022).

The dividend allowance means that
you can receive certain ameounts of
dividends tax free no matter what
other non-dividend income you have
in the tax year. The dividend allowance
is £2,000 from 2018/18 through to
2022/23 The allowance will reduce

to £1,000 in 2023/24 and £500 from
2024/25 onwards.

A final dividend will be taxable
at the time that it is announced.

Registrar
The Company's registrar is:

Link Group

10th Feor

Central Square

29 wellington Street
Lleeds

LS1 401
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Shareholder helpline

Forinformation relating to your shares calk

+44 (0)371 864 0300

Website helpline
For information on using our website call:
+44 (0)371 664 0391

Calls to 0371 are charged at the
standard gecgraphic rate and witl vary
by provider.

Calls outside the United Kingdom
are charged at the applicable
international rate.

We ars open between 2.00am and
5.30pm, Monday to Friday excluding
public holidays in England and Wales.

Link Signal Shares

Link Asset Services offers a share
portal service which enables
registered shareholders to manage
their shareholdings guickly and
sasily online. Once registered for this
service, you will have access 1o your
personal shareholding and a range
of services including: setting up or
amending dividend bank mandates,
proxy voting and amending personal
details. For further information visit
www.signalshares com.

Link Dividend Reinvestment Plan
Link Asset Services offers a Dividend
Reinvestment Plan whereby
shareholders can goquire further shares
in the Company by using their cash
dividends to buy additional shares.

For further information contact Link
Asset Services:

Telephone: 0371664 0381 (from
within the UK)

Calls are charged ot the standard
geographic rate and will vary by
provider. Calls cutside the UK will be
charged at the applicable international
rate. Lines are open between 9.00am
and 5.30pm, Monday to Friday excluding
public holidays in England and wWales.

Telephone: +371 664 0381 (from
outside the UK)

Special requirements

A PDF version of the full Annual Report
and Financial Statements is available
on our website.
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