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1. Adjusted measures are presented on a basis consistent with prior periods 92 0/0 + 8 8
and exclude amortisation of intangible assets on acquisition, to present the
performance of the group’s acquired businesses in a manner consistent with Asset Finance CSAT*
its other businesses, and also exclude any exceptional and other adjusting
items which do not reflect underlying trading performance. Please refer to note
3 for further details on items excluded from the adjusted performance metrics. 0

2. Adjusted operating profit attributable to shareholders divided by opening + 0
equity, excluding non-controlling interests.

3. Represents the final dividend proposed for the respective years together Motor Finance Savings online CSAT*
with the interim dividend declared and paid in those years. dealer NPS

4. Customer satisfaction score (“CSAT”).

5. Property Finance net promoter score (“NPS”) excludes the Commercial
Acceptances business.

2022: 86%

Customer Scores

Property Finance NPS®
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At Close Brothers, we are
here to help the people

and businesses of Britain
thrive over the long term.

This means supporting our colleagues, customers and clients,
and the communities and environment in which they operate.

It means helping people and businesses unlock their potential
and plan for the future with confidence, building relationships
that stand the test of time. It also means that we contini

there for the long term, whatever the econs
decisions that are 1right for today and for gen
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Deep
expertise

Pages 18 to 19

Long-term | Consistent

relationships | service

J—

Pages 32 to 33 Pages 28 to 29

Deep expertise Consistent service Long-term relationships

Case study: Case study: Case study:
Incremental Engineering, Twenty20 Capital, investors in Briahaze Village Homes,
industrial 3D printer staffing and workplace solutions new residential homes

Incremental Engineering has seen Twenty20 Capital has seen rapid Briahaze Village Homes, a Yorkshire-
its business double in size since taking expansion in recent years following based family business spanning seven
possession of an HP Jet Fusion 5210 the completion of a number of deals generations, started using Close
3D printer, funded through Finance For supported by Close Brothers. Brothers over 30 years ago.
Industry with Close Brothers.
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At a Glance

Who we are

Close Brothers is a leading UK merchant banking group providing lending,
deposit taking, wealth management services and securities trading.

52 offices

predominantly in the UK and
Ireland

c.4,000

employees

Constituent of the

FTSE 250

Serving more than

three million

customers

Banking: 86% of Adjusted Operating Profit

Commercial

Commercial lends to small and medium-sized enterprises (“SMEs”) through
our direct sales force and third-party distribution channels.

Asset Finance provides commercial asset financing, hire purchase and leasing
solutions for a diverse range of assets and sectors to over 28,000 customers.
Invoice and Speciality Finance works with ¢.6,000 small businesses to provide
debt factoring, invoice discounting and asset-based lending and includes some
of our smaller specialist businesses.

Retail

Retail provides finance to individuals and businesses through a network
of intermediaries.

Motor Finance provides several products at point of sale in a dealership,

or online via a broker, which allow consumers to buy vehicles from over 4,200
retailers in the UK. Premium Finance helps make insurance payments more
manageable for people and businesses, by allowing them to spread the cost over
fixed instalments. It works with 1,400 insurance brokers in the UK and Ireland.

Property

Property provides short-term residential development finance for experienced
professionals through Property Finance and offers refurbishment and bridging
loans through Commercial Acceptances. Lends to ¢.700 professional property
developers with a focus on small to medium-sized residential developments.

Asset Finance

Loan book': £3.4 billion

Average loan size: ¢.£57,000
Typical loan maturity?: 3 to 4 years

Invoice and Speciality Finance
Loan book': £1.4 billion

Average loan size: ¢.£595,000
Typical loan maturity?®: 3 months

Motor Finance

Loan book: £1.9 billion
Average loan size: ¢.£7,000
Typical loan maturity: 4 years

Premium Finance

Loan book: £1.1 billion

Average loan size: ¢.£500

Typical loan maturity?: 11 months

Property

Loan book: £1.7 billion

Average loan size: £1.5 million

Typical loan maturity: 12 to 24 months
development, 36 to 60 months
investment

Asset Management: 11% of Adjusted Operating Profit

Close Brothers Asset Management (“CBAM?”) is a vertically integrated top-20
UK wealth manager, providing financial advice and investment management
services to private clients in the UK. CBAM operates out of 13 offices with
more than 150 investment professionals and c.780 employees.

Managed assets: £16.4 billion
Total client assets: £17.3 billion
Clients: ¢.27,000

Securities: 3% of Adjusted Operating Profit

Winterflood is a leading market maker, delivering high-quality execution services
to approximately 600 stockbrokers, wealth managers, institutional investors and
other market counterparties. It also provides corporate advisory services to
investment trusts and institutional sales trading. Winterflood Business Services
(“WBS”) provides outsourced dealing and custody solutions to over 60

corporate clients.

Winterflood

Average bargains per day: ¢.60,000
Investment trust corporate broking
and advice clients: 50

WBS assets under administration:
£12.9 billion

1. Includes operating lease assets of £223.4 million (31 July 2022: £185.4 million) which relate to Asset Finance and £47.8 million (31 July 2022: £54.6 million)

to Invoice and Speciality Finance.

2. Typical loan maturities for new business on a contractual basis, except core Invoice Finance which are on a behavioural basis.

3. Average loan size and typical loan maturity include the Invoice Finance business only.



Close Brothers Group plc Annual Report 2023

The Foundations of our Success Enable us to Deliver on our Purpose

Our purpose Our culture Our strategy Our responsibility

To help the people and Combines expertise, To provide exceptional To help address the
businesses of Britain thrive service and relationships service to our customers social, economic and
over the long term. with teamwork, integrity and clients across environmental challenges
and prudence. lending, savings, trading facing our business,
and wealth management. employees and clients,

See pages 30 to 31 now and into the future.
See pages 20 to 25

See page 38

Our Values Embody our Distinctive Culture and Customer-centric Approach

Service e Relationships @ Integrity

Our Strategy Focuses on Ensuring our Business Model Continues to Deliver in the Long Term

Protect N Sustain
See pages 20 to 21 See pages 22 to 23 _/ See pages 24 to 25

Enabling us to Create Value and Deliver Positive Outcomes for our Stakeholders

o > E i & (5

Colleagues Customers, Suppliers Regulators and Communities Investors
clients, partners government and environment

See page 35 See page 35 See page 36 See page 36 See page 37 See page 37
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Chairman’s Statement

The right model to navigate the uncertain environment

and support our customers

Michael Biggs,

Bﬂirman

As we reflect on the past year, it is undeniable that we
faced substantial challenges. The group’s financial
performance was impacted by increased provisions in
relation to Novitas, and our businesses and customers
continued to navigate a difficult UK economic landscape.
These have tested our model and demonstrated its
remarkable resilience. This resilience is a testament to the
strength of our culture, one that encompasses consistent
service, deep expertise, long-term customer relationships,
teamwork, integrity and prudence.

We were all very disappointed with the developments
relating to Novitas and the deviation it represents from our
business model and culture. The strategic review of that
business and the actions taken to resolve the situation
sought to protect the core strengths of our business and to
support our existing customers to ensure good outcomes.
The board and the management team are confident this was
the right course of action, with no read-across to other
books in the group’s portfolio. Moving forward from Novitas,
the group’s financial strength leaves us well placed to
continue delivering on our strategic priorities.

Excluding Novitas, our lending businesses have delivered
good loan book growth, particularly in the second half of the

year, with encouraging momentum in new business volumes.

Close Brothers Asset Management achieved impressive net
inflows of 9% which highlight the success of its growth
strategy. Winterflood’s performance continued to be
impacted by reduced trading activity as retail investor
sentiment remains impacted by heightened market volatility.

As a result, adjusted operating profit decreased to £113.5
million (2022: £234.8 million), with a return on average
tangible equity of 5.9% (2022: 12.2%). In light of the group’s
underlying business performance this year and to reflect the
board’s continued confidence in the business model, we are
pleased to recommend a final dividend of 45.0p per share.

If approved at the Annual General Meeting, this will take the
full-year dividend to 67.5p per share (2022: 66.0p per share).

The Right Model to Navigate the Uncertain
Environment and Support Our Customers

We continued to support almost three million customers,
including over 360,000 small and medium-sized enterprises
(“SMEs”), as we focused on lending consistently and at
responsible terms through this period of uncertainty.
Maintaining the model’s continuity remains a priority for the
board. While the headwinds faced by the UK economy will
continue to put pressure on our customers in the near future,
we believe we have the right business model as well as the
experience to navigate the current environment.

| am pleased to see the progress made on the delivery

of our strategic growth initiatives and their significant
contribution is reflected in the loan book growth achieved
this year. We have previously set an initial green finance
ambition to provide £1 billion of funding for battery electric
vehicles by 2027 and have lent £164 million in the first year.
The recently hired specialist teams in the Commercial
business are also performing well. The impressive growth

in assets under administration (“AuA”) of 79% at Winterflood
Business Services and the acceleration of our hiring strategy
at Close Brothers Asset Management are other examples

of the management team’s strong focus on delivering
disciplined growth. They also highlight the group’s capability
and track record in expanding our product offering into
adjacent markets that fit with our business model.

The board is encouraged by such growth opportunities
and is confident that the group’s strong capital position
gives us flexibility to deliver both growth and attractive
capital distributions to our shareholders, including our
commitment to paying a progressive dividend.

“While the headwinds faced by the UK
economy will continue to put pressure
on our customers in the near future,
we believe we have the right business
model as well as the experience to
navigate the current environment.”



Our Commitment: Preserving Our Strong Culture
and Employee Engagement

Close Brothers’ culture is the bedrock of our long-term
success. The unwavering dedication and expertise of our
team, coupled with strong relationships and unrelenting
commitment to providing exceptional service, represent
the essence of our model.

We remain focused on ensuring that our colleagues remain
engaged, motivated and equipped with the necessary
resources to excel. From training and development
programmes to open lines of communication, we have
worked tirelessly to ensure our people are supported and
heard, especially in light of the impact that the pandemic
continues to have on our colleagues, as well as the
pressures arising from the cost of living crisis.

We recently conducted our latest employee opinion

survey (“EOS”) and | was delighted to see that the levels

of employee engagement remained high at 86%. We are
committed to fostering a culture that attracts and retains
talent, whilst also growing and building the expertise of our
people, with 97% of colleagues saying that they believe they
have the skills and knowledge to do their job well. We also
insist on trustworthy behaviour and always acting with
integrity and “doing the right thing” internally and externally,
with 97% of colleagues feeling that their colleagues act with
integrity. These are really strong numbers and demonstrate
that the group’s culture and values remain deeply embedded
in the organisation. You can read more about the EOS
highlights on pages 30 and 31 of this report.

Board Changes

We were pleased to welcome Kari Hale to the board as

a non-executive director on 28 June 2023. Kari brings
considerable audit and commercial expertise and has a deep
understanding of the audit and governance environment in
which our group operates. His skills and expertise will be a
strong complement to the existing board. On appointment to
the board, Kari became a member of the board’s Risk and
Audit Committees.

At the conclusion of the AGM in November 2022 Tracey
Graham became chair of the Remuneration Committee

and Patricia Halliday became chair of the Risk Committee.
Oliver Corbett will not be standing for re-election at the AGM
in November 2023, having completed nine years’ service on
our board. On behalf of the board, | would like to express
my sincere thanks to Oliver for his long and dutiful service
to the group.
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Supporting Our Customers in the Transition
to a Low Carbon Economy

The group’s sustainability agenda remains a key area

of focus. Our ongoing work to identify the risks and
opportunities of climate change to our business model
remains a top priority for the board and the management
team. As a signatory to the Net Zero Banking Alliance
(“NZBA”), we have committed to lowering our operational
and financed emissions by 2050 and will be publishing
further details of our transition plan in due course.

As businesses in the UK develop and deliver their own
transition plans to adopt cleaner technologies, we are
ready to support them by providing financing solutions.

We have made improvements to the data quality of our
financed emissions disclosures, which will support the
setting of our initial wave of intermediate net zero targets

as part of our commitment to NZBA. CBAM has also made
strong progress, becoming a signatory to the Net Zero Asset
Managers initiative (‘NZAM”). You can read more about our
climate disclosures on pages 40 to 54 of this report.

Finally, | want to express my deepest gratitude to our
colleagues, shareholders and all stakeholders who have
stood by us this year. Your trust and support are the
cornerstones of our success. Thank you for your unwavering
support. Together, | am confident that we will continue to
deliver on our purpose.

Michael N. Biggs
Chairman

26 September 2023
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Chief Executive’s Statement

We have the right model to thrive in this environment and are confident
in the opportunity it creates for us to lean in and support consumers

and SME businesses

Adrian Sainsbury,
Chief Executive

We have performed well in the second half, with an
acceleration of loan book growth, strong margins and a
stable credit performance in our Banking business.

We continued to attract new client assets in CBAM, with
strong net inflows, although Winterflood’s performance
remains impacted by subdued trading activity. Despite the
second half momentum, our financial results for the full year
were significantly impacted by provisions in relation to
Novitas announced in our Half Year 2023 results in March.

This year has been marked by a challenging market
backdrop, where mixed economic conditions in the UK have
created substantial uncertainty for our consumer and SME
customers. Although demand levels have remained robust,
the uncertain external environment led to higher forward-
looking impairment provisions and difficult conditions for
our market-facing businesses, CBAM and Winterflood.

Whilst headwinds facing SME firms have abated
somewhat, uncertainty and challenges for these firms
persist, with interest rates rises and cost of funds remaining
a key concern for many business owners. We recently
published the Close Brothers Asset Finance Business
Sentiment Index, which provides insights about our core
customers’ plans for the future. The research shows that
SME business confidence continues to recover, and we are
reassured to see a reversal of 2022’s downward trends,
with a cautious optimism continuing to return. Overall, the
appetite to invest remained stable, with three-quarters of
the firms aiming to seek funding for investment in the

next 12 months.

We are confident that we have the right model to thrive
in this environment and are confident in the opportunity
it creates for us to lean in and support consumers and
SME businesses.

Our through-the-cycle business model and financial strength
mean we can support customers even during these uncertain
times. By leveraging our long-term relationships, the deep
expertise of our people and our customer-centric approach
we can deliver disciplined growth and are well positioned to
resume our long-term track record of earnings growth and
returns, building on the second half’s momentum and a
good start to the 2024 financial year.

Financial Performance

The financial results were impacted by a significant increase
in provisions in relation to Novitas incurred in the first half,
as we have taken measures to address the issues relating
to that business. As a result, statutory operating profit before
tax decreased to £112.0 million (2022: £232.8 million).

While we are disappointed with these developments and
the impact they have had on our performance this year,

the financial strength of the group leaves us well placed to
move forward on the delivery of our strategic priorities.

We evaluate continuously our businesses and initiatives
against a set of criteria, our “Model Fit Assessment
Framework”, to ensure they are aligned with the key
attributes of our model that have and will continue to
generate long-term value. We are confident that there is no
read-across from Novitas to other books in our portfolio and
our prudent underwriting continues to be reflected in the
asset quality and performance of the rest of our loan book.

In Banking, excluding Novitas, profit performance

primarily reflected good loan book growth of 6% and

strong net interest margin of 7.6%, more than offset by
higher impairment charges to take into account the
uncertain macroeconomic outlook and increased costs
related to our investment programmes and inflation,
including wage awards. Our Asset Management division
delivered strong net inflows of 9%, although profit reduced,
reflecting wider market conditions and costs related to our
successful hiring strategy, as we accelerated our efforts to
grow CBAM. Although performance at Winterflood reflected
the continuation of challenging trading conditions, we remain
confident in the track record of our trading business and are
well positioned to retain our market position and benefit
when investor appetite returns. Winterflood has made good
progress on the diversification of its revenue streams and is
exploring growth opportunities to balance the cyclicality
seen in the trading business.

Our capital, funding and liquidity positions remained strong.
The events impacting the global banking sector earlier this
year highlighted the benefits of our prudent approach to
managing financial resources, with our diverse funding
base enabling us to adapt our position, based on market
conditions and demand. Our funding base was further
strengthened by the successful issuance of a £250 million
senior unsecured bond in June 2023, and we maintained
our prudent liquidity position, with the 12-month average
liquidity coverage ratio (“LCR”) of 1,143% substantially
above regulatory requirements. Our common equity tier 1
(“CET1”) capital ratio was 13.3% at 31 July 2023 (31 July
2022: 14.6%), significantly above the applicable minimum



regulatory requirement of 9.5%. We remain committed to
optimising further our capital structure, targeting a CET1
capital ratio range of 12% to 13% over the medium term.
This will allow the group to maintain a buffer to minimum
regulatory requirements while also retaining flexibility to
grow the business. We remain encouraged by the available
opportunities to deploy capital to deliver disciplined growth,
which remains a key strategic priority. We will continue to
assess the potential for further distributions to shareholders
based on future opportunities.

We are pleased to propose a final dividend of 45.0p per
share, resulting in a full-year dividend per share of 67.5p
(2022: 66.0p). This reflects our underlying performance and
the Board’s confidence in the group’s outlook. We remain
committed to our dividend policy, which aims to provide
sustainable dividend growth year-on-year, while maintaining
a prudent level of dividend cover.

Well Placed to Resume Our Track Record of
Earnings Growth and Returns

We have made good progress against our strategic priorities
and remain committed to resuming our track record of
earnings growth and returns.

Our investment programmes are progressing well and
enable us to protect the key attributes of our business
model, maintain regulatory compliance and enhance
efficiency, as well as future-proof our income generation
capabilities. We continue to see tangible benefits from
these investments. We advanced our strategic cost
management initiatives, including our technology
transformation programme focused on the rationalisation

of IT infrastructure, as well as making operational
enhancements in Retail. These actions aim to create
capacity to accommodate growth, inflation and investment
to support our business. We continue to evaluate additional
opportunities for efficiency with a view to achieving positive
operating leverage over the medium term. Furthermore, we
undertook work across our businesses to ensure readiness
for the implementation of the FCA’s Consumer Duty, which
came into force on 31 July, completing product reviews and
enhancing frameworks to incorporate the new requirements.

We remain focused on delivering disciplined growth and
continue to review a range of opportunities in line with our
model, with our growth initiatives delivering a significant
contribution to loan book growth in the year. Our recently
hired agricultural equipment and materials handling teams

in Asset Finance have written healthy levels of new business
and are building strong pipelines. In Invoice Finance, we
participated in our first syndication deal and the newly hired
team, providing bespoke term loan structures to SME clients,
closed their first deal this year. We saw good demand for the
new offerings in Property Finance, including our specialist
buy-to-let proposition to existing bridging finance customers.
We are delighted to have recently announced our agreement
to acquire Bluestone Motor Finance (Ireland) DAC, which is
aligned to our commitment to Ireland as a strategic market
and provides a platform for us to build our Irish Motor
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Finance business. Following last year’s announcement of
our initial green growth ambition of providing funding for
£1.0 billion of battery electric vehicles by 2027, we are
pleased to have funded £164 million in the first year.

In CBAM, our hiring strategy is proving successful, with a
strong pipeline of new hires and significant contribution from
new portfolio managers to the inflows. We also continue to
build our pipeline of in-fill acquisitions to support the long-term
growth potential of the business. In addition, WBS exceeded
the targeted £10 billion of total AuA and is well positioned for
further growth, both organically and supported by a solid
pipeline of clients. We expect WBS to grow AuA to over

£20 billion by 2026.

We continued to make progress against the group’s
sustainability agenda. We set our group-wide climate
commitment, becoming signatories to the Net Zero Banking
Alliance and Net Zero Asset Managers initiatives in September
2022, and | look forward to sharing our initial intermediate
2030 targets for the most carbon-intensive sectors in our

loan book over the coming months. We remain focused on
improving the quality of our emissions reporting, including

our financed emissions.

Our People

We consistently focus on employee engagement to

support the wellbeing and needs of our colleagues. | am
delighted with the positive scores achieved in our most

recent employee opinion survey, reflecting our teams’ strong
sense of belonging and our distinctive culture. | am particularly
impressed that we have retained our high engagement score
of 86%. Our colleagues play a key role in driving our
organisation towards lasting success, and | would like to
extend my gratitude to all our people for their dedication and
resilience, especially in the face of the financial pressures
brought about by higher inflation and the cost of living.
Together, | am confident that we will continue to deliver on our
purpose to help the people and businesses of Britain thrive
over the long term.

Outlook

We are making the most of opportunities and are encouraged
by the momentum generated in Banking in the second half.
We have seen a good start to the 2024 financial year and our
underlying business is well positioned to maintain stable
returns this year, as we sustain growth momentum and pricing
discipline, with a resilient credit performance, despite the
near-term cost pressure.

Our proven model and financial strength leave us well
placed to resume our track record of earnings growth and
returns by focusing on disciplined growth, cost efficiency
and capital optimisation.

Adrian Sainsbury
Chief Executive

26 September 2023
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Investment Case

Specialism, expertise and discipline,
with'a strong historical track record

Key points of difference at

Close Brothers are our specialism
and expertise, long-term approach
and the discipline behind our proven
and resilient model. These ensure
we are well positioned to deliver
growth, profitability and returns

to our shareholders, building on

our strong historical track record.

A diversified portfolio
(Adjusted operating profit, £ million)
15.9 34.7

[l Banking: Retalil
M Securities

H Banking: Commercial
Il Asset Management

Banking: Property

Specialism, service and expertise

92% +88 80%

Asset Finance Property Savings online
CSAT Finance NPS CSAT
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Prudent Management of Financial Resources
with a Strong Balance Sheet

We have a strong balance sheet to support the delivery of
our strategy and take a prudent approach to managing our
financial resources.

Our disciplined underwriting criteria and the expertise of our
people give us confidence in the quality of our loan book,
which is diverse and over 90% secured or structurally
protected. Our funding base is well diversified, sourced from
both wholesale sectors and customer deposits, and has a
prudent maturity profile.

We follow the “borrow long, lend short” principle and take a
conservative approach to liquidity management, with liquidity
levels comfortably ahead of both internal risk appetite and
regulatory requirements.

A fundamental part of our business model is ensuring we
have a strong capital position which allows us to grow, invest
and meet all regulatory requirements. Our primary objective
is to deploy capital to support disciplined loan book growth
in Banking and to make the most of strategic opportunities.

Diverse funding base
(% of total funding)

n,

£12.4

billion

W Equity 13%
M Unsecured funding 10%
TFSME funding 5%
B Secured funding 9%
M Retail deposits 34%
Non-retail deposits 29%

Strong capital, with CET1 capital ratio of 13.3%
¢.380bps headroom over minimum requirement

Prudent liquidity position
Liquidity coverage ratio over 1,000%

Borrow long, lend short
Average maturity of funding exceeds the average
loan book maturity by five months

Focused on Delivering Disciplined Growth,
Building on our Long History of Loan Book
Growth Through the Cycle

Delivering disciplined growth is important to us and is a
key strategic priority. We do not manage our business to
a growth target but instead prioritise consistency of our
lending criteria in Banking and maintaining strong returns
across the businesses.

Historically, we have capitalised on this consistent
application of our business model through the cycle,
reflecting the differing market and competitive dynamics
across our portfolio of businesses. We are there for our
clients, lending responsibly even when others may pull back.

We have a strong track record of delivering disciplined
growth both through our existing book and in new markets.
We are constantly looking for new opportunities which fit
with our business model.

Generating shareholder value

Return on average tangible equity
(%)
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20 |||| |||| |||| |||| |||
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Our Business Model

How we generate value

What we do

We are a leading UK merchant banking
group providing lending, deposit taking,
wealth management services and securities
trading. We deliver excellent service in niche
sectors we know and understand.

Banking

Specialist lending and deposits for
small businesses and individuals

Banking offering includes:

e Hire purchase, leases and loans for capital assets
e Debt factoring

* Invoice discounting

e Asset-based lending

e Other specialist financing for SMEs

® Used car, motorcycle and light commercial
vehicle financing

¢ Insurance premium financing

¢ Development finance for residential housing

e Refurbishment and bridging finance

e Savings products for individuals and corporates

Close Brothers Asset Management
A vertically integrated top-20 UK wealth manager
CBAM offering includes:

e Bespoke investment management

e Socially responsible investment service

¢ Inheritance tax service

¢ Financial planning

¢ |nvestment solutions for both CBAM clients
and distributed through third-party IFAs

e Platform and custody services

Securities

A leading market maker providing continuous
liquidity in all market conditions

Securities offering includes:

e Market making

* Investment trusts advisory and broking
¢ Winterflood Business Services

¢ |nstitutional sales trading

How we do it

We maintain a long-term approach,
applying this consistently through the cycle

Disciplined
underwriting
and pricing

Prudent management
of financial resources

Customer-centric
approach

Conservative approach
to risk

Diversified portfolio

Our distinctive culture

Y




We apply our lending criteria and pricing discipline
consistently at all stages of the cycle, with the net interest
margin we generate reflecting the specialist expertise of
our teams. Our lending is predominantly secured or
structurally protected, with conservative loan to value
ratios, small loan sizes and short maturities.

A fundamental part of our model is having a strong capital
position and taking a conservative approach to liquidity
management and funding, as we focus on diversity of
funding and a prudent maturity profile.

We listen to our customers, putting their needs at the
heart of our business. We are there for our customers
across all market conditions and seek to build long-lasting
relationships with them.

Our prudent and conservative appetite to risk remains
unchanged throughout the cycle. We adhere to all
applicable regulations and are committed to sustaining
high standards of business conduct.

We lend in a variety of sectors and locations to a
diverse range of assets including transport, industrial
equipment, renewable energy, wholesale finance,
broker finance, used cars, light commercial vehicles
and residential property.

Our distinctive culture and long-term approach are
embodied by our values of service, expertise,
relationships, teamwork, integrity and prudence.
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The value we create
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Colleagues

> 86%

Employee engagement

4@ Customers, clients and partners

Strong customer satisfaction scores

92% +88

Asset Finance Property
CSAT Finance NPS

El Suppliers
63%

of suppliers described our
relationship as strategic
and collaborative

Regulators and government

13.3%

CET1 capital ratio

=&

Communities

£120,000

donated to charities aligned
to our ESG goals

AR
NS57

Environment

54.7%

reduction in Scope 1 and 2
emissions (market-based) since 2019

a 675p

dividend per share

AR
NS57
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Operating Environment

Adapting to changes in our operating environment

% Climate agenda

What we are seeing

Sustainability, and in particular the climate agenda,
continues to grow in importance. It is an area that
impacts all of our stakeholders and the decisions they
make, and it guides our activities and operations as a
business. The landscape is also rapidly evolving,
whether that be through expectations of our business
strategy, enhanced disclosure requirements or the need
to incorporate climate factors into our stress testing.

The expectations on us as a business are increasing
alongside this. We recognise that we have an important
role to play in helping people and businesses transition
to a lower carbon future, supporting them to invest in
green assets including electric vehicles, renewables,
grid infrastructure and energy efficiency. We also need
to support our stakeholders in making decisions by
providing sufficient information on our climate strategy.

Investors are increasingly taking ESG factors into
consideration as part of their investment decisions
and reporting standards require us to align our climate
reporting to the recommendations of the Task Force
on Climate-related Financial Disclosures (“TCFD”).

How we are responding

We have made significant progress in developing our group
climate strategy, considering both our operational impacts and
the implications across our financed activities. As part of our
group-wide climate commitment, we have become signatories
to the Net Zero Banking Alliance (“NZBA”) and Net Zero Asset
Managers (“NZAM”) initiatives, and will be outlining our interim
targets for reducing emissions over the coming months.

As part of our role in helping people and businesses transition
to a lower carbon future, we have set an initial green growth
ambition in our transport businesses - to provide funding of at
least £1 billion for electric vehicles over five years. We have
financed £164 million in the first year of this period.

Our lending spans a diverse array of green assets including
wind and solar generation and grid infrastructure, with new
battery electric storage systems and sustainable house
construction financed during the year. We continue to invest

in building further our expertise in green and transition assets,
reinforcing our reputation for specialist knowledge and finance.

We are also working hard at reducing our operating emissions.
Our third-party management team has been engaging with
key suppliers on ways we can work together to reduce our
environmental impact. We have established an employee
climate committee and we engage our colleagues in monthly
spotlights on sustainability, featuring guest speakers.

Read more about our climate commitments in our TCFD
report on pages 40 to 54.

@ Regulatory environment

What we are seeing

The UK regulatory environment continues to evolve,
with a focus on ensuring the stability of the UK banking
system and achieving positive outcomes for customers.
Operational and financial resilience continue to be
important to UK regulators and monitoring of regulated
firms takes place on an ongoing basis through stress
testing, capital and liquidity requirements including
recovery planning, increasing regulatory data reporting
requirements and regular supervisory meetings.

The FCA’s Consumer Duty has recently taken effect,
with the objective of driving better customer outcomes.
The PRA also published its consultation paper on Basel
3.1 standards in November 2022, with a final policy
statement expected in late 2023, and proposed reforms
of the UK’s audit and corporate governance regime are
expected to come into effect relevant to the group from
its financial year starting 1 August 2025.

How we are responding

We continually monitor the landscape for regulatory change.
We maintain a cooperative relationship with our regulatory
bodies, including the FCA and PRA, who conduct regular
monitoring of our position, including reviewing our stress
testing of our liquidity and capital requirements.

We have conducted in-depth reviews across our businesses
and updated our processes and documentation where needed
to align with the FCA’s recently implemented Consumer Duty.
Our focus is now on continuing to embed our compliance

with Consumer Duty requirements and implementing
Consumer Duty changes for books of business not open

to new customers.

We have assessed the expected impact of the Basel 3.1
standards, which, if implemented in their current form, would
add up to 10% to our capital requirements. We have engaged
with the consultation process to understand the impacts as
proposed and to express our views on possible improvements.
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— Customer behaviour
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What we are seeing

The expectations of customers when dealing with their
financial services providers continue to evolve, with a
customer’s overall experience across the end-to-end
journey key for building loyalty. Customer service,
clarity of communication, price and value of products,
the ease of doing business and, critically, how
customers feel about their overall experience,

are highly valued by customers.

Over recent years, we have seen a continued shift in
behaviour as customers trend towards an increasing
use of online channels and digital offerings, including
self-service products. However, in spite of this digital
shift, customers perceive experiences that combine
physical and digital channels as better than single-
channel experiences. Hybrid customer experience
tends to create the most emotionally positive experience
and as such, strong human relationships combined with
high-quality customer service continue to be key
drivers for delivering great customer experience

and earning brand loyalty.

In light of the pressures on customers and businesses
from the rising cost of living and higher interest rate
environment, customers are increasingly seeking out
better value for money with their choices, with switching
between providers becoming more commonplace across
many financial services products.

How we are responding

We have created our Customer Commitment to provide a
framework for further embedding customer-centricity into our
culture and daily decision-making. This framework outlines
how we want our customers, clients and partners to feel when
doing business with us — valued, happy, understood, confident
and that it is easy.

Across the organisation, we have different products, routes to
market and customer segments. Nevertheless, our Customer
Commitment helps ensure that customer-centricity continues
to be at the heart of our business and aligned with our
purpose. We focus on providing excellent service and building
long-term relationships with our customers, who benefit from
the deep expertise of our people, with technology supporting
our relationship-based model.

We have invested significantly in our digital capabilities across
the organisation. In Savings, our deposit platform has enabled
us to broaden our product offering with the launch of easy
access accounts and cash ISAs, whilst achieving excellent
customer satisfaction scores. In Motor Finance, we have
introduced new channels for our customers who fall behind
with their vehicle finance payments to catch up and pay. Our
Property business has more widely rolled out the use of
electronic signing, and our EkegPlus offering in Brewery
Rentals gives customers greater visibility over usage and costs.

We used regularly captured feedback and insights from our
customers, clients and partners across the end-to-end journey
to evolve our proposition and meet their changing needs, and
we are looking at how to enhance further our “voice of
customer” capability. We consistently achieve good net
promoter and customer satisfaction scores across our
businesses, and are also working to improve further our
complaints management process to complement this.

We value the long-term relationships we have with our
customers and look for ways to reward their loyalty, for
example by raising the interest rates offered to our Savings
customers. Given the cost of living pressures facing our
customers, we continue to work with them closely and look to
provide additional support where needed.
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Operating Environment continued

ety . . .
% Technology and digital adoption

What we are seeing

As technology advances, we have seen a shift in
customer behaviour towards an increasing use of digital
channels and self-service models. Technology is also
being used to drive improvements to customer
experiences, for example through providing richer data
insights, better monitoring of customer journeys and
automating non-value-adding processes.

The pace of technology change continues to increase,
with digital disruption a key theme across the markets
we operate in, albeit most industry activity to date has
been targeted towards the more mainstream areas of
retail banking.

This increasing adoption of technology also poses a
threat of cyber attacks and the need for continued
investment in operational resilience.

How we are responding

As a customer-centric organisation, we are focused on
enhancing technology to support our relationship-based model
and make our experts more valuable. We are continually
looking at technology propositions to service our customer
journeys and respond to the wants of our customers based on
the feedback we receive, ultimately enabling us to improve
customer satisfaction.

Investment in our Customer Deposit transformation programme
in Savings has enabled us to diversify our product offering and
grow customer numbers as we adapt to changing customer
preferences to utilise digital channels. In Premium Finance, we
are using technology to reduce the time taken to make credit
underwriting decisions for large business applications. We are
also increasing our use of cloud-based services, which provide
more flexibility and adaptability for delivering change and
further enable our agile ways of working.

We benefit from a degree of protection given our niche focus
and relationship-based approach and have not yet seen the
same level of digital disruption in our more specialist markets
as other areas of the banking landscape has. Nevertheless, we
continue to invest in enhancing our digital infrastructure and
proposition, as well as our operational and cyber resilience,
with a multi-year strategic cyber resilience programme
covering our people, systems and processes.

é Economic outlook

What we are seeing

The last year has seen a heightened level of uncertainty in
the economic environment from a combination of factors
including the ongoing conflict in Ukraine, UK inflation
reaching its highest level in more than 40 years and the
Bank of England base rate rising to 5%, at 31 July 2023.
As a result, individuals have faced rising cost of living
pressures and SMEs have experienced increased
operating costs. Furthermore, the long-term effects

of the pandemic and the cessation of government
support schemes could have an impact on both
individuals and businesses.

Volatility in the economic environment also impacted debt
markets, with few wholesale issuances completed during
periods of the year given the heightened uncertainty.

Although current economic forecasts reflect
improvements in variables including higher GDP growth,
less pronounced house price reductions and less risk of
further increases to the Bank of England base rate,
economic uncertainty and cost of living pressures are
expected to persist.

How we are responding

We recognise the challenging economic conditions and
continue to monitor closely the potential impact on our
customers, offering additional support where needed.

Notwithstanding the economic uncertainty, we continue
to support our customers and lend throughout the cycle
on responsible terms, consistently applying our prudent
underwriting and pricing discipline. The secured nature

of our lending continues to offer some protection to the
group’s profitability.

Our diverse funding sources enable us to adapt our position
through the cycle, based on market conditions and demand.
Although our average cost of funding rose during the year due
to rapidly rising interest rates, we took actions to optimise our
liability mix. Whilst wholesale debt markets were disrupted, we
actively grew our retail deposit base, and subsequently
successfully issued a £250 million unsecured bond when
market conditions were more conducive.

Our IFRS 9 models are regularly updated to reflect current
economic scenarios and forecasts from Moody’s and we have
overlaid adjustments to recognise additional risk from the
heightened uncertainty that persists.




Competitive landscape
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What we are seeing

Given the highly diversified nature of our business,
the competitive landscape is playing out differently
across the group.

In Banking, the significant changes in the interest rate
environment are impacting lenders differently, with
current account banks benefiting from improved net
interest margins while small, specialist and non-bank
lenders reliant on wholesale funding are facing a more
challenging outlook. The conditions may also drive
consolidation in the sector, particularly at the smaller
end as conditions for larger transformational M&A
remain difficult.

In the Republic of Ireland, while the economic outlook
remains strong, the landscape is not as competitive as
the UK following the decision by some established
lenders to exit the market over recent years.

The savings market remains highly competitive,

with savings rates having risen from record lows to their
highest levels since the financial crisis in 2008. We have
seen a number of new entrants to the savings market in
recent years, with high street banks, specialist lenders
and fintechs all competing across the UK savings market.

In the wealth management industry, consolidation remains
a key theme, with private equity backed consolidators
looking to acquire IFAs and a number of large wealth
management transactions driven by a need for scale.

For Winterflood, difficult market conditions have led to
challenges for market makers and brokers, with a focus
on managing costs and diversifying revenue streams
while awaiting a sustained improvement in retail and
institutional investor activity.

How we are responding

In Banking, we anticipate the changes in the interest rate
environment may result in a reduction in credit supply,
similar to what we have seen in previous cycles. Given our
through-the-cycle model and strong balance sheet, the
challenging outlook could provide opportunities for us as

we retain our pricing and underwriting appetite and seek to
maximise opportunities for loan book growth. We continually
assess existing and new markets for growth opportunities
that fit with our model.

We continue to believe that Ireland represents an attractive
long-term market for Close Brothers. In September 2023,
we announced our agreement to acquire Bluestone Motor
Finance (Ireland) DAC, providing a platform for us to build
our Motor Finance business in Ireland.

Our Savings business has become increasingly agile in its
pricing to take advantage of market opportunities arising from
increasing market rates and frequent competitor repricing.
We are continually assessing the market to ensure our rates
are priced fairly for our customers.

In CBAM, we continue to look for opportunities for small infill
acquisitions in line with our growth strategy. Furthermore,
we are seeing a number of wealth managers moving to a
more centralised investment proposition, which presents
opportunities for us to attract talented individuals to CBAM
by offering portfolio managers the flexibility to service their
clients’ needs in a more decentralised model.

In Winterflood, we continue to diversify our revenue
streams and explore growth opportunities, such as through
WBS, balancing the cyclicality seen in the trading business.
The diversification of our trading desk has also enabled us
to take advantage of the increased retail investor interest in
fixed income markets.
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Deep expertise

Case study:
Incremental Engineering,
industrial 3D printer

How we Helped

Incremental Engineering has seen its business double in
size since taking possession of an HP Jet Fusion 5210 3D
printer, funded through Finance For Industry (“FFI”) with
Close Brothers.

The machine allows the manufacture of multi-jet fusion parts
to SMEs who do not have the technological manufacturing
capability in-house.

Having started the business in 2018 with a few small
printers, Incremental Engineering quickly outgrew the
demand placed on it by customers and needed to increase
output. The flexibility of FFl has been a real eye-opener for
the business and allowed it to double capacity in a very
short space of time.

Our deep knowledge of the industry sectors and asset
classes we cover enables informed lending decisions to
be made by our experts, allowing faster access to funds
when businesses need it most. We completed the deal
with Incremental Engineering in three days.

By empowering our specialists to make fast, firm lending
decisions, we give the businesses we serve, such as
Incremental Engineering, the opportunity to take the
next step, exactly when they need to.

“Having a funder that prefers to work
in partnership with its customers
really suits us because we can draw
on their expert knowledge, and know
that they will advise and challenge,
when necessary.”

Jerry Sutton
Managing Director and Founder, Incremental Engineering .

Deep
expertise
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Our Strategy

Protect

Keeping it safe

Maintaining and enhancing the key strengths of our business model

Our key strengths differentiate our proven and resilient
business model and have contributed to our long-term
track record over many years, positioning us well to deliver
growth, profitability and returns to shareholders.

Our high levels of personal service and specialism are key
points of differentiation. Our people have deep knowledge
of the industry sectors and asset classes we cover, leading
to lending decisions informed by experts and faster access
to funds when our customers need them most.

We run our business prudently, maintaining a strong funding,
liquidity and capital position. Our loan book is predominantly
secured or structurally protected, with a focus on maintaining
strong credit quality. We adopt a consistent and disciplined
approach, as we maintain pricing and prudent underwriting
in our lending.

Our strategic objectives

e Maintaining a strong capital, funding and liquidity position.

e Consistently applying our prudent business model through
our disciplined approach to underwriting and pricing.
Balancing investment needs and cost discipline.
Maintaining regulatory compliance, whilst enhancing
operational and cyber resilience.

Progress during 2023

e Strengthened our funding base with growth in customer
deposits and the issuance of a five-year senior unsecured
£250 million note.

Continued to support our customers and lend through

the cycle on responsible terms, adhering to our disciplined
approach to underwriting and pricing, whilst maintaining

a strong margin.

Advanced our ongoing investment programmes, whilst
intensifying our focus on cost discipline and efficiency and
progressing strategic cost management initiatives.
Accelerated our efforts to resolve the issues relating to
Novitas, following our decision to withdraw from the legal
services financing market in July 2021.

Undertook work across the business to prepare for

the implementation of the Financial Conduct Authority’s
(“FCA”) Consumer Duty, for example by enhancing
frameworks to incorporate new requirements and
completing enhanced product reviews.

We ensure that we are operating efficiently and are
using technology that appropriately supports our
relationship-based model, enabling us to deliver for
each of our stakeholders.

Whilst we constantly focus on the strict management of
costs, it is essential that we invest in protecting the key
attributes of our model, maintain regulatory compliance

and continually enhance our operational and cyber resilience.
Our investments and cost base support the generation of
our strong margins, enabling our operational and financial
resilience, while also supporting our ability to maximise
opportunities as they arise.

Submitted additional documentation to the Prudential
Regulation Authority (“PRA”) as part of our Internal
Ratings Based (“IRB”) application, with positive
engagement continuing.

Further enhanced our operational and cyber resilience,
whilst undertaking a continuous cycle of improvements.

Future priorities

e Retaining our strong capital, funding and liquidity position.
e Continuing to focus on pricing and prudent underwriting
whilst lending through the cycle.
Progressing further our strategic cost management
initiatives and evaluating additional opportunities for
efficiency, with a view to achieving positive operating
leverage over the medium term.
Continuing preparations for a transition to the IRB
approach, although the timetable remains under
the direction of the PRA.
Complying with regulatory changes, whilst further
strengthening our operational and cyber resilience.
Continuing to embed our compliance with Consumer Duty
requirements and implementing Consumer Duty changes
for books of business not open to new customers.
Monitoring and mitigating external threats, including
the heightened uncertainty in the economic and
geopolitical environment and competition from both
established and emerging players.
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Protecting our business: Accelerating
our efforts to resolve the issues
surrounding Novitas

The decision to wind down Novitas, a provider of finance

for the legal sector we acquired in 2017, and to withdraw
from the legal services financing market, followed a strategic
review in July 2021. This concluded that the overall risk
profile of the business was no longer compatible with our
long-term strategy and risk appetite. Some of the key
attributes of our model, such as in-house lending expertise,
a strong track record of performance and underlying security
of the loans, had proven not to be evident in Novitas.

We also seek to act in the best interests of our customers,
with a focus on ensuring good outcomes where it is within
Novitas’ ability to do so.

During 2023, we have recognised a charge in relation to
Novitas of £116.8 million, with £114.6 million recognised

in the first half of 2023, which we believe adequately
reflects the remaining risk of credit losses for the Novitas
loan book. We have accelerated our efforts to resolve the
issues surrounding this business, including the initiation of
formal legal action against one of the After the Event (“ATE”)
insurers. Novitas has also entered into a settlement with
another smaller ATE insurer.

Our actions taken to accelerate the resolution of issues
surrounding Novitas seek to protect the core strengths
of our business and support our existing customers to

ensure good outcomes.

Further disclosure on the impact of Novitas can be found
in note 10.
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Our Strategy

— Grow

Delivering disciplined growth

Maximising opportunities in existing and new markets

Our focus on delivering disciplined growth is critical in
enabling us to protect our model, whilst still maximising
opportunities and taking the business forward. This focus
allows us to prioritise consistent and prudent underwriting
criteria and maintain strong returns across our businesses.
We do not manage the group to a growth target; rather,
loan book growth is an output of the business model.

Our strategic objectives

e Maximising opportunities available to us in the current
environment and capitalising on cyclical opportunities
in each business.
Extending our product offering and launching initiatives in
line with our business model in new and existing markets.

Progress during 2023

e Delivered over £400 million of loan book growth and a
strong net interest margin, as we made the most of good
demand in our Banking business.

Execution of deals by our recently hired agricultural
equipment and materials handling teams, with a strong
pipeline built.

Hired a new team providing bespoke term loan structures
to SMEs requiring growth and investment capital.

Taken advantage of opportunities in the asset-based
lending space, with participation in our first syndication
deal and offering larger loan facilities.

Provided £164 million of funding for battery electric
vehicles, towards our £1 billion aim.

Continued to enhance our proposition for dealers,
partners and customers in Motor Finance.

Made progress expanding our new business capabilities
in Premium Finance, including through the use of a
customer relationship management platform.
Successfully piloted a specialist buy-to-let extension

to our existing bridging finance customers, which is
continuing into 2024.

We continually assess existing and new markets for

growth opportunities that fit with our model. We have a long
history of delivering disciplined growth and, to support us in
building on this track record, we developed our “Model Fit
Assessment Framework”. This framework supports our
review of opportunities, assessing their fit with our model,
culture and responsible way of doing business, alongside
their suitability from a strategic perspective.

Expanded our Savings proposition with the launch of

an easy access account and successfully grew our

retail customer base.

Accelerated our growth strategy in CBAM, as we recruited
15 portfolio managers during the year and delivered
strong net inflows of 9%, with a significant contribution
from new hires.

Accelerated growth of Winterflood Business Services, with
assets under administration of £12.9 billion, exceeding our
£10 billion target.

Future priorities

e Continue to capitalise on cyclical and structural growth
opportunities in each of our businesses.
Assess opportunities in new and existing markets,
in line with the “Model Fit Assessment Framework”.
Expand further our presence in Ireland, which remains
a strategic growth market for the group.
Provide further funding for battery electric vehicles,
as we progress towards our aim of £1 billion by 2027.
Broaden our sustainability offering to capture demand
within the green lending space.
Grow CBAM further through new hires and
selective acquisitions.
Continue to grow Winterflood Business Services,
supported by our solid pipeline of clients.




Growing our business: Taking
advantage of opportunities in
Invoice and Speciality Finance

Delivering disciplined growth by extending our product
offering and participating in our first syndication deal

We have achieved significant growth in our Invoice and
Speciality Finance business in recent years, with the loan
book exceeding £1 billion for the first time in 2023.

One growth area that we have focused on is the asset-based
lending (“ABL”) space. During the year, we completed our
first syndication deal, participating alongside other banks as
part of an ABL facility of £230 million to support a sponsor-
backed financial services firm. Syndication deals offer us the
potential to partner with other lenders on deals that would
ordinarily exceed our maximum lending appetite for both
new and existing customers.

We have also expanded our Invoice Finance offering with
the hiring of a new team providing bespoke term loan
structures to SMEs requiring growth and investment capital.
This team closed its first deal earlier this year and has built
a healthy pipeline.

Growing our business

Delivering disciplined growth by
ensuring the right fit in line with our
“Model Fit Assessment Framework”

The eight criteria are all factors that we consider
when assessing growth opportunities. They
capture the key strengths of our model, which
means that by taking them into account we
ensure we are following a disciplined approach
to growth and preserving the attributes that
generate value for our shareholders.

Cultural
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Growing our business: Funding
battery storage as we support
green lending opportunities

Delivering disciplined growth by maximising
commercial opportunities as the UK aligns towards
a net zero economy

We recently provided an £85 million facility to Conrad Energy
to fund 10 battery storage projects.

One of these battery storage projects is already operational,
with the remaining units being built in various locations over
the coming two years in the North West, South West and
South East of the United Kingdom. These projects will vary
in size from 7MW to 40MW, with the batteries storing the
oversupply of energy generated during windy and sunny
weather, and releasing capacity when required.

Our specialist energy team has provided finance for over
1,000MW of installed generation capacity to date and we
continue to build our expertise in green and transition
assets, cementing our reputation for specialist knowledge
and financing.

Long-term
growth

prospects Expert,
relationship-
based,

specialist

Strong

track

record

Assessing
growth

opportunities

Y

Strong

fit margin

Prudent
underwriting
and secured

lending

Diversified
business

Conservative
funding
profile
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Our Strategy

—Sustain

Doing it responsibly
Securing the long-term future of our business, customers and the world we operate in

For our people, this means maintaining our focus on
employee engagement to support the wellbeing and needs
of our colleagues. We will continue to promote the ongoing
development of our people, as we look to retain talent and
support our succession planning, whilst also nurturing an
inclusive culture where our people feel valued and respected.

Our long-term approach is embedded throughout our
organisation and guides all of our decisions, so it is
important that we evolve our business to sustain it
for the long term.

For our customers, this involves recognising and
responding to changes in their behaviour, adapting our
business accordingly and improving our digital capabilities
and the customer journey to enhance their user experience.
We continue to value the importance of long-standing
relationships with our customers, which allow us to provide

We are also focused on our impact. We create value in our

local communities by understanding the needs of SMEs and
helping them achieve their ambitions, and by creating equal
opportunities for all, regardless of background. We maintain

them with exceptional service and the deep industry
knowledge and expertise of our people.

Our strategic objectives

Promoting an inclusive culture and supporting new ways
of working and social mobility.

Ensuring our business model is sustainable for the

long term.

Reducing our impact on the environment and responding
to the threats and opportunities of climate change.
Promoting financial inclusion, helping borrowers

who might be overlooked and enabling savers and
investors to access financial markets and advice to

plan for their future.

Supporting our customers, clients and partners in

the transition towards more sustainable practices.

Progress during 2023

Positive scores in our employee opinion survey reflect
a strong sense of belonging felt by colleagues.

Invested in our digital capabilities to support changing
customer behaviour, for example through new payment
channels in Motor Finance and the use of electronic
signing in our Property business.

Evolved our Savings product offering, with the launch
of easy access savings accounts.

Supported the wellbeing of our employees in the hybrid
working environment, with flexible working arrangements
and events and initiatives from internal networks,
virtual workshops and online fitness classes.

Continued to support social mobility programmes,
hosting 37 interns across the group in partnership

with 10,000 Black Interns and upReach.

our focus on reducing our environmental impact and
responding to the risks and opportunities brought by
climate change.

Extended our partnership with the University of Sheffield
AMRC Training Centre to fund up to a further 20
apprenticeships through the Close Brothers SME
Apprentice Programme.

Had six ASPIRE school leaver trainees

on placements in 2023.

Offered employees access to our financial
education website, provided by CBAM.

Reduced our Scope 1 and 2 emissions

by 55% since 2019.

Set our group-wide climate commitment, becoming
signatories to the NZBA and NZAM initiative.

Future priorities

Retain and attract talent and maximise productivity
by engaging, training and developing our people,
nurturing an inclusive and diverse culture.

Expand our expertise in green and transition assets
and broaden our sustainability offering as we support
the transition to a net zero carbon economy.
Achieve a net zero company car fleet by 2025

and become operationally net zero through our
Scope 1 and 2 emissions by 2030.

Set intermediate 2030 targets for the most carbon-
intensive sectors of our loan book in line with our
NZBA commitment.

Continue to adapt our offering based on horizon
scanning and trends in the marketplace, as well as
the evolving needs of our customers and clients,
while taking into account the feedback they provide.
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Sustaining our business:
Implementing the FCA’s
Consumer Duty

Securing the long-term future of our business
and driving good customer outcomes in line
with the FCA’s Consumer Duty

The FCA’s Consumer Duty requires firms to act to deliver
good outcomes for retail customers, setting a higher
standard of consumer protection and further equipping
customers to make effective decisions. As an FCA-regulated
business, the new Duty covers retail customers across our
Asset Finance, Motor Finance and Premium Finance
businesses, our Savings business, Close Brothers Asset
Management and Winterflood.

The consumer principle incorporates cross-cutting
rules, requiring firms to act in good faith towards retail
customers; avoid causing foreseeable harm to retalil
customers; and enable and support retail customers
to pursue financial objectives.

These rules are supported by four outcomes, which are
focused on key areas of the customer journey — products
and services, price and value, consumer understanding,
and consumer support.

In response to the new rules, we have implemented a
programme with objectives and key deliverables directly
aligned to the Consumer Duty requirements. Examples of
workstreams include completing fair value assessments
and enhanced product reviews, developing enhanced
training, enhancing customer communications where
necessary, and enhancing our data to ensure we can
effectively monitor outcomes. Our focus is now on
continuing to embed our compliance with Consumer Duty
requirements and implementing Consumer Duty changes
for books of business not open to new customers.
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Key Performance Indicators

Tracking our progress

Protect

U

Common equity tier 1 capital ratio
(%)

2023 133
2022 | 14.6 |
2021 | 15.8 |

Our CET1 capital ratio is significantly
above the minimum regulatory
requirements, whilst allowing us
flexibility for growth. Maintaining a
strong capital position is a fundamental
component of our model.

Net interest margin

(%)
2022 | 7.8|
2021 | 7.7|

Net interest margin is a key measure
of profitability and reflects both our
pricing discipline on new lending and
our funding costs. Prioritising margin
over volumes is a key facet of our
lending approach.

@ arow

Loan book growth
(%)

2021 | 11

Loan book growth remains an output
of our business model, as we prioritise
our margins and credit quality.
Nevertheless, we have a strong

track record of delivering disciplined
growth by maximising incremental
and new opportunities in existing

and adjacent markets.

Bad debt ratio, excluding Novitas
(%)’

2023
2022

2021

Our bad debt ratio (excluding Novitas)
remains slightly below our long-term
average of 1.2%. The consistent
application of our underwriting

and responsible lending criteria

at all stages of the economic

cycle is fundamental to our

long-term approach.

Total funding as a percentage of
loan book (%)?

2022 |

127 |

2021 | 128 |

We adopt a conservative approach
to funding based on the principle of
“borrow long, lend short”, with a
prudent maturity profile. Our funding
base is diverse, enabling us to adapt
our position through the cycle, based
on market conditions and demand.

Net inflows
(% of opening AuM)

2021 | 7 |

CBAM has a long track record
of generating healthy net inflows,
with a target range of 6% to 10%.

Banking expense/income ratio
(%)

2022 | 52 |

2021 | 52 |

We are focused on achieving positive
operating leverage over the medium
term and have intensified our focus
on cost discipline and efficiency,
whilst delivering disciplined growth.

Liquidity coverage ratio, 12-month
average (%)

2022 |

924 |

2021 | 1,003 |

Our liquidity coverage ratio is
substantially above regulatory
requirements, as we continue to
adopt a conservative liquidity
position and prudently manage
our financial resources.

1. 20283 bad debt ratio including Novitas of 2.2% (2022: 1.2%).
2. 2021 metrics have been re-presented to include operating lease assets.

Return on average tangible equity
(%)

2022 |

12.2 |

2021 | 16.5 |

We are focused on delivering for our
shareholders and resuming our track
record of earnings growth and returns
remains a key priority.



WBS assets under administration
(£ billion)

2023
2022

2021

Winterflood Business Services
(“WBS”) has seen strong growth in
recent years, supported by a solid
pipeline of clients. The growth of
WBS supports the diversification of
income streams in Winterflood.

!.‘l
M)
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\ %

Employee engagement @

(%)
2022 | 86|
2021 | 91 |

We are committed to fostering a
culture that attracts and retains
engaged and motivated employees.

Customer scores @

Property Finance NPS
Asset Finance CSAT
Motor Finance (dealer) NPS

Customers are at the heart of our
model, as we focus on delivering high
levels of service and sharing our deep

industry expertise to meet their needs.

Savings online CSAT

Adjusted basic earnings per share
(pence)

2023 55.1

2022 | 111.5|

2021 |

140.4 |

Whilst adjusted basic earnings per
share has been adversely impacted
by provisions taken in relation to
Novitas in the year, we remain
focused on resuming our track record
of earnings growth.

Total Scope 1 and 2 emissions
(market-based) (tonnes CO.¢)

2023 1,998

2022 |

1,964 |

2021 |

2,542 |

We are committed to supporting the
transition to a low carbon economy
and have set ambitious short-term net
zero targets for our Scope 1 and 2
operational emissions.

Resuming our track record of earnings growth and returns

Dividend per share

(pence)

2023 67.5
2022 | 66.0 |
2021 | 60.0|

We are committed to our dividend
policy, which aims to provide
sustainable dividend growth year-on-

year, while maintaining a prudent level

of dividend cover.

We remain dedicated to resuming our track record of earnings growth and returns with a focus on:

Disciplined growth

We are focused on delivering disciplined

growth, actively evaluating potential
growth opportunities that are aligned
with our Model Fit Assessment
Framework.

Cost efficiency

We have intensified our focus on cost
discipline and efficiency, particularly
in light of inflationary pressures.

We continue to evaluate additional
opportunities for efficiency with a view

to achieving positive operating leverage

over the medium term.

Capital optimisation

We are committed to optimising
further our capital structure, including
the issuance of debt capital market
securities if appropriate. We are
targeting a CET1 capital ratio range of
12% to 13% over the medium term.

The full definitions of these key performance indicators can be found on pages 253 to 257.

. Non-financial metrics forming part of balanced scorecard
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Consistent service

Case study:

Twenty20 Capital,
investors in staffing

and workplace solutions

How we Helped

Twenty20 Capital has seen rapid expansion in recent years
following the completion of a number of deals supported
by Close Brothers.

Initially founded in 2017, it is now the largest investor in
staffing solutions within the UK, operating globally.

Close Brothers’ most recent partnership with Twenty20
Capital supported their acquisition of six of the UK'’s
best-known staffing and workforce solutions, by providing
an asset-based lending facility.

Our focus on service and personal approach gave us a deep
understanding of the needs of Twenty20 Capital. It allowed
us to offer high service levels and flexible solutions to
support their ambitions for growth and innovation in their
expanding business.

We believe in putting our customers and clients first and our
long-term strategic approach places exceptional service at
the heart of everything we do.

“Close Brothers has been very
professional. The level of service,
communication and support has
been outstanding. We are genuinely
delighted in the unique partnership
we have formed together.”

Tristan Ramus
Founder, Investment Principal, Twenty20 Capital

Close Brothers Group plc Annual Report 2023

Consistent

Service
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Our Culture

Our distinctive culture and
long-term approach are embedded
throughout the organisation and
embody our values.

This culture combines our values of service, expertise
and relationships with our ways of working: teamwork,
integrity and prudence. These values ensure we continue
to provide excellent service for our customers and clients
over the long term, bringing out the best in our people
and supporting our strong reputation.




Prudence

We pride ourselves on our
excellent level of service
and on encouraging
thinking that is both
entrepreneurial and
disciplined.

Close Brothers Group plc Annual Report 2023

92%

of colleagues believe Close Brothers puts
customers and clients at the centre of
business decisions

(2022: 92% see colleagues go the extra mile to meet
the needs of customers and clients)

We are committed to
fostering a culture that
attracts and retains talent,
whilst also growing and
building the expertise of
our people.

97%

of colleagues believe they have the skills
and knowledge to do their job well

(2022: 97%)

We take the time to
understand our customers
and clients, and build
strong long-term
relationships with them.

High

customer satisfaction and strong levels of repeat
business across the group

We promote teamwork in a
fair and open environment,
where individuals and their
contributions are valued
and respected.

97%

of colleagues feel their immediate team supports
each other to get the job done

(2022: 97%)

We insist on trustworthy
behaviour and always
acting with integrity -
“doing the right thing”,
internally and externally.

feel their colleagues act with integrity

(2022: 96% believe our culture encourages us to treat
customers and clients fairly)

We always take a
prudent, robust and
transparent approach
to risk management.

93%

of colleagues feel confident in the ability of people
in their area to identify risks

(2022: 95% of colleagues believe we are committed to
prudent risk management)
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Long-term relationships

Case study:
Briahaze Village Homes,
new residential housing

How we Helped

Briahaze Village Homes, a Yorkshire-based family business
spanning seven generations, started using Close Brothers
over 30 years ago.

Having experienced difficulties with a previous lender during
the recession in the early 1990s, Briahaze Village Homes
was referred to Close Brothers and has borrowed from us
ever since to fund the building of new residential houses.

During this time they have built 130 family homes, helping
the local community and creating jobs for local workers.

In today’s increasingly impersonal world, we recognise

the value of building strong long-term relationships with our
customers and clients, many of which span decades and
generations, just like Briahaze Village Homes.

Our commitment to lend through the economic cycle
has enabled our customers and clients to make the right
decisions, and build plans for the future, knowing they
have a partner to stand by them.

“We have been through three
recessions with Close Brothers

and they have always been there for
us. It is a great working relationship,
and they understand the property
market and how it fluctuates.”

Jonathan Kitching
Owner, Briahaze Village Homes
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Stakeholder Engagement

Delivering for our stakeholders

At Close Brothers, we have a long-term track record of creating
value and delivering positive outcomes for all of our stakeholders.

We work hard to understand and meet the needs of our
different stakeholder groups, engaging with.them and adapting
our service and offering to create value for them. \We undertake
a comprehensive programme of stakeholder engagement

and consider the feedback provided, embedding this in the
decision-making process throughout the group.

Section 172 Statement and Statement
of Engagement with Employees and
Other Stakeholders

Section 172(1) of the Companies Act 2006 requires the
directors of a company to act in a way that they consider,
in good faith, would be most likely to promote the success
of the company for the benefit of its members as a whole,
and in doing so have regard (amongst other factors) to
various other considerations and stakeholder interests:

the likely consequences of any decision in the long term;
the interests of the company’s employees;

the need to foster the company’s business relationships
with suppliers, customers and others;

the impact of the company’s operations on the community
and the environment;

the desirability of the company maintaining a reputation
for high standards of business conduct; and

the need to act fairly as between members of

the company.

The board is responsible for establishing and overseeing the
company’s values, strategy and purpose, all of which centre
around the interests of key stakeholders and other factors
set out in section 172(1).

The directors are conscious that their decisions and actions
have an impact on stakeholders, including employees,
customers, suppliers, communities and investors, and they
have had regard to stakeholder considerations and other
factors in section 172(1) during the year.

Regular engagement with stakeholders, both directly and
indirectly via management, has continued to be an important
focus for the board and has ensured that the directors are
aware of and have effective regard to the matters set out in
section 172(1). Throughout the year, the board received and
discussed stakeholder insight and feedback and it ensured
that stakeholder considerations were taken into account in
the board’s deliberations and decision-making.

Whilst the board acknowledges that, sometimes, it may have
to take decisions that affect one or more stakeholder groups
differently, it seeks to treat impacted groups fairly and with
regard to its duty to act in a way that it considers will be
most likely to promote the success of the company for the
benefit of its members as a whole, having regard to the
balance of factors set out in section 172(1).

Considerations relating to the factors in section 172(1) are an
important part of governance processes and decision-
making at both board and executive level, and more widely
throughout the group. For example, the Schedule of Matters
Reserved to the Board and the terms of reference for each of
the board’s committees emphasise the importance of
decision-making with regard to relevant factors under
section 172(1) and broader stakeholder considerations.

Necessarily in a large and regulated group, some decisions
are taken by management or the directors of subsidiary
companies. These decisions are taken within parameters
set by the board and there is a robust framework that
ensures ongoing oversight, monitoring and challenge by
the board and its committees (including certain decisions
and activities that are always reserved to the board or its
committees). The board has regard to relevant factors set
out in section 172(1) in its activities in these areas, including
considerations relating to the potential impact of delegated
decisions on the long-term success of the group as a whole,
the group’s reputation for high standards of business
conduct and the consequences of local decisions on

the group’s stakeholders.

Detail on the board’s engagement with, and consideration of,
the company’s stakeholders can be found on pages 152 to
1583 of the Corporate Governance Report.
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Colleagues

With approximately 4,000 employees around the
UK, in Ireland, the Channel Islands and Germany,
we have a diverse and motivated workforce
which delivers the highest levels of service to

our customers, clients and partners. We are
committed to the development of our colleagues,
ensuring they are supported and engaged.

Listening to our colleagues enables us to

build an engaged workforce, allowing us to
develop and retain high levels of expertise.

We are able to ensure we are considering the
views of all colleagues and making sure everyone
feels included.

Key priorities of our colleagues

¢ A safe working environment.
¢ A fair, supportive, diverse and inclusive culture
where employee feedback is valued.

¢ Being appropriately rewarded for their
contributions.

e Opportunities for training and development.

©)
[
Our engagement during the year
e We conducted our latest employee
opinion survey, which closed in February
20283, to gather feedback from our colleagues
anonymously. The results of our employee
opinion survey gave us insight into key topics
including customers and clients, leadership,
wellbeing, culture, a sense of belonging,
and reward and recognition.
¢ Follow-up focus groups were conducted
with different teams to understand more
around colleague sentiment, with action
plans created to ensure we are focusing on
the areas that matter most to our colleagues
as well as ensuring we are meeting the needs
of other stakeholders.
¢ We have seven employee-led inclusion
networks which control their own agendas
and act as a voice for our minority
colleague groups.

Customers, clients and partners

Our long-term success depends on the
strength of our relationships with customers,
clients and partners, our specialist expertise
and the maintenance of high standards of
service. Central to all decision-making is
doing the right thing for customers, clients
and partners, by helping them access financial
solutions to meet their needs across all market
conditions. We engage with our customers
throughout their end-to-end journey and
actively seek their feedback.

Key priorities of our customers,
clients and partners

¢ Building and maintaining strong personal
relationships based on trust, understanding
and specialist expertise.

¢ Understanding, treating and valuing them
as individuals.

e Fair and equitable conduct of business.

e Receiving consistent, responsive and
supportive service delivered with simplicity,
clarity and ease.

¢ Meeting their needs throughout changing
economic cycles.

¢ |Implementing customer-led propositions that
meet their individual needs.

%

e We undertook an independent customer
experience assessment, versus other
organisations and sectors, which identified
opportunities for enhancing the experience
we deliver to our customers.

¢ We continued to hold customer forums across
each of our businesses, with feedback
proactively reviewed, areas of improvement
identified, and actions taken to meet our
customers’ changing needs.

e We created our Customer Commitment to
provide a framework for further embedding
customer centricity into our culture and
decision-making and outlining how we want
customers, clients and partners to feel in
doing business with us.

e We conducted an independent assessment of
how we are supporting vulnerable customers,
are sharing good practice via our Vulnerable
Customer forum, and building a charter that
articulates our commitment and approach.

Our engagement during the year
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Stakeholder Engagement continued

Suppliers

Our business is supported by a broad range of
suppliers, enabling us to provide high standards
of service to our customers, clients and partners.
We are focused on ensuring we have transparent
and sustainable working relationships with our
suppliers. Engagement is focused on driving an
open and collaborative approach with our

suppliers, as we work together to ensure services

support us to meet our goals, whilst considering
areas for improvement.

Key priorities of our suppliers

e Strong and sustainable relationships with
Close Brothers.

e Fair and equitable conduct of business.

e Appropriate and clear payment procedures.

¢ An understanding of the Close Brothers Group
purpose and strategy.

e Robust risk management framework.

Our engagement during the year

e We conducted our annual supplier survey to
engage with our suppliers on topics such as
how they feel about doing business

E
with us, how likely they would be to
recommend us as a client and the
transparency of our strategies and priorities.
This year’s survey has indicated that:

— 41% of our suppliers have described
the support they receive in delivering their
services to Close Brothers as “Excellent”,

a 14% increase from last year.

— 43% of our suppliers have described Close
Brothers’ transparency and fairness in doing
business as “Excellent”, a 22% increase
from last year.

— 33% of our suppliers have described Close
Brothers’ understanding of their business as
“Excellent”, a 14% increase from last year.

e We piloted an enhanced Code of Conduct
with seven suppliers to be used within our
supply chain.

e Engagement took place with suppliers on
a range of sustainability topics.

* Regular review meetings were held with our
suppliers, with strategic meetings taking place
at least quarterly with our top-tier suppliers.

Regulators and government

We are committed to sustaining high standards
of business conduct in line with regulatory,
governmental and legal expectations and
operate prudently within the laws and
regulations that apply to us.

We foster an open and transparent relationship
with all our regulators, government authorities
and trade associations in the jurisdictions in
which we operate. Active engagement helps
to ensure we are aware of and adapting to

the evolving regulatory framework.

Key priorities of our regulators

and government

e Customer outcomes.

e Operational and financial resilience.

e Financial crime prevention.

¢ Environmental, social and governance.
¢ Digitisation and analytics.

Our engagement during the year

¢ We engaged with relevant regulatory
supervision teams through regular meetings
and maintained dialogue through event-driven
discussions.

e We undertook reporting and analysis as
requested, enabling these stakeholders to
better understand our business activities and
how we are operating in a controlled and
prudent manner in line with their expectations.

¢ We continued to engage with the PRA on
our IRB approach application, with additional
documentation submitted to the regulator
during the year.

e We have provided information in support
of the FCA'’s focus on the cost of living.

¢ We have actively monitored the FCA’s
formal and informal guidance regarding
the implementation of Consumer Duty
to help us align our approach with
regulatory expectations.
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Communities and environment

Close Brothers is committed to contributing
lasting value and making a positive impact on
the communities in which we operate and the
environment more broadly. This underpins the
growing range of programmes and initiatives we
support that benefit society and the environment.

Engaging with local communities helps the
board and our employees develop their
understanding of our clients, customers and
partners so that we can support them and help
them to achieve their ambitions, whilst also
building employee engagement. We firmly
believe that environmental considerations
should form an integral part of our business
decisions, and employees across the group
are actively engaged on responsible
behaviours and environmental issues.

Key priorities of our communities and

the environment

* A suitable strategy for approaching
sustainability issues.

e Support for community initiatives.

&

* Take active steps to ensure equity
of opportunity, regardless of
background or experience.

¢ A long-term focus on addressing the impacts
of climate change.

Our engagement during the year

e Colleagues completed numerous volunteering
activities to positively impact local
communities, including volunteering at food
banks and supporting youth groups such as
Guides, Scouts and Cadet groups and
children’s sports teams.

e Several colleagues, including members of our
Group Executive Committee, continue to fulfil
trustee roles for various charities to support
local communities.

e Extended our partnership with the University
of Sheffield AMRC Training Centre to fund up
to a further 20 apprenticeships through the
Close Brothers SME Apprentice Programme.

e Continued to partner with upReach, offering
placements to six university students from

Investors

Close Brothers has a proven and resilient
business model and is focused on generating
long-term, sustainable value for its investors,
while also maintaining a strong balance sheet.

Our investors are the providers of capital to

our business so it is important that we engage
actively with them and listen and respond to
their feedback through an established and
comprehensive programme throughout the year.

Key priorities of our investors

e Strong returns and financial resilience
through the cycle.

e Capital generation and distributions.

e Sustainable and consistent business model.

* Appropriate governance practices and regard
for environmental and social responsibility.

Our engagement during the year

¢ We maintained our comprehensive programme
of communication throughout the year,
providing regular market updates, holding two
analyst presentations and presenting at seven
sales desk briefings and two conferences.

lower socioeconomic backgrounds.

* We undertook investor roadshows
covering the UK, Europe and North America,
meeting more than 70 existing and prospective
shareholders.

e Our chairman held a corporate governance
roadshow, meeting with six of our top
shareholders.

e As part of the senior bond issuance in June
2023, we held several meetings with existing
bond holders and prospective investors.

e Retail investors had the opportunity to
engage with board members at our AGM
and ask questions.

e Following our update announcement on
Novitas in January 2023, we engaged with
approximately 50% of our shareholders and
all of our sell-side analyst followers, as well
as our credit rating agencies.

e We instructed one of our advisers to
conduct a survey covering a significant
proportion of our share register to collect
anonymous feedback on our strategy
and communications.
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Sustainability Report

Our responsibility

“We are supporting the transition

to a low carbon economy and will
work with our customers and wider
stakeholders on the journey to a net
zero future.”

Adrian Sainsbury
Group Chief Executive

Our purpose is to help the people and businesses of Britain
thrive over the long term. Our strategy to achieve this
purpose is built on our responsibility — being to help
address the social, economic and environmental challenges
facing our business, our people, customers and clients,
now and into the future.

In the following pages, we provide updates on our progress
during the year across all aspects of our sustainability
strategy. We see responsibility as a core part of our
business and central to our success. It encourages us to
look at how we operate our business, as we focus on
achieving the best outcomes for our stakeholders whilst
Our Sustainability Objectives making a positive impact on society and the environment
we operate in. We believe this will enable us to make a
difference for our people, customers and clients, both now
and in the future.

@ Supporting our customers, clients and Our climate strategy includes our ambitions for net zero
~ partners in the transition towards more operations, reducing our financed emissions and

sustainable practices supporting the transition.

We recognise the important role we play in supporting UK
SMEs and other businesses to deliver their own climate
transition plans and adopt clean technologies. Some of our
existing lending sectors, such as surface transport, are
already experiencing change through new, cleaner
technologies.

Promoting an inclusive culture
in everything we do

Our Asset Management division has recently announced
the initial percentage of its assets under management
(“AuM”) that will be managed in line with net zero, following
its commitment to the Net Zero Asset Managers initiative.
They expect to publish their own inaugural TCFD report

in 2024.

Reducing our impact on the environment
and responding to the threats and
opportunities of climate change

Creating an inclusive culture where all of our people are
supported to thrive is fundamental to the continued success
of our business. As an inclusive employer, we strongly
support social mobility, creating a sense of belonging for
everyone, irrespective of their background.

Promoting financial inclusion, helping
borrowers that might be overlooked by
larger finance providers and enabling savers It is crucial we continue to keep the customer at the heart of
and investors to access financial markets all we do. In the past year, we have developed our Customer
and advice to plan for their future Commitment Framework which sets out how we want our
customers to feel: valued, happy, understood, confident and
easy when doing business with us.
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What sustainability means at Close Brothers

At Close Brothers, we are here to help the people and businesses of Britain thrive now and in the future working
together to embrace change and capitalise on the opportunities it presents. This means supporting our colleagues,
customers and clients, and the communities and environment in which we operate.

Our car fleet

Our car fleet is now

46.1%

battery electric with average emissions
now down to 23.5 gCO,/km

2022 | 32.9 |

2021 |

£

2020 |

Our green lending

£1 billion

lending ambition for zero emissions battery
electric vehicles over the five years to 2027

2023: £164m

achieved in this financial year

Our emissions

Scope 1 and 2 emissions (market based)

54.7%

reduction since 2019

54.8%

renewable energy as a proportion of our energy use

Our communities ©

200

employees used their volunteering day

Our inclusivity

96%

of our colleagues feel included

Our social mobility ©

Last summer, we welcomed 37 students to complete
six-week internships with Close Brothers. Thirty-one
students joined us as part of the 10,000 Black Interns
programme and six university students from lower
socioeconomic backgrounds joined us through our
partnership with upReach.

Our alliances G

As a signatory to the NZBA, we commit to transition our
lending and investment portfolios to align with net zero
pathways by 2050. We work closely with the Partnership for
Carbon Accounting Financials and its local members in
developing accounting principles for financial carbon
emissions.

Our customer service awards ——©
LeasingWorld

SCLD AWARDS " m_g
WINNER % 2022 E
]

Insurance
Cholce
Award

(1) WINNER

Moneyfacts
Awards 2022

across our offices and Brewery Rentals business

G Environmental

e Social

e Governance
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Sustainability Report continued

Task Force on Climate-related Financial Disclosures Report

We present our second Task Force on Climate-related Financial Disclosures (“TCFD”) report. Our disclosures comply with
the FCA's Listing Rule 9.8.6R (8) and are consistent with the 2017 Recommendations of the Task Force on Climate-related
Financial Disclosures. We have also considered the additional 2021 Annexes where practical to do so.

TCFD recommendations

Our progress

Future focus

Governance .

Describe the board’s
oversight of climate related
risks and opportunities.

Describe management’s .
role in assessing and
managing climate-related

risks and opportunities.

See pages 52 to 54

Board monitoring of climate-related risks and
opportunities enabled through clear roles and
responsibilities for the board and board committees.
e Ongoing ESG and climate-specific training delivered
to board and all group employees.

Group chief risk officer accountable under the Senior
Managers and Certification Regime for identifying
and managing the financial risks associated with

climate change.

Further review of climate risk governance
recommended a revision to supporting working
groups now all largely chaired by executive
management sponsors (see page 53).

Climate risk now actively embedded within

management decision making.

Board to oversee the ongoing
development of transition
pathway.

Continue to build climate
knowledge at board and senior
management level.

Continue to address key
challenges on data, models
and tooling.

Build climate skills and
competencies across our staff
and stakeholders.

Fully implement revised
governance model and
operationalise the supporting
working groups.

Strategy .

Describe the climate-
related risks and
opportunities the
organisation has identified
over the short, medium
and long term.

Describe the impact of .
climate risks and .
opportunities on the
organisation’s business
strategy and planning.

Describe the resilience of
the organisation’s strategy
taking into consideration
different climate-related
scenarios, including a 2°C
or lower scenario.

See pages 42 to 43

Net zero roadmap developed with our main facilities
management partner for our office estate to support
our 2030 Scope 1 and 2 net zero ambition.

Growth in climate engagement with key suppliers

across the group.

Continued development of climate-related scenario
analysis to inform commercial development and

strengthen risk management.

Progress in developing our green growth plans.

Enhanced data capabilities across our carbon-
intensive sectors to support future intermediate net

zero targets and transition plans.

New product development to support five year
ambition for funding battery electric vehicles.
Climate risks and opportunities considered within
financial and strategic planning processes, using the
firm’s standard one to three-year time horizon.

Development of our transition
plan for our financed emissions.
Continue to address key
challenges related to the
availability of climate data.

Build on our climate supplier
engagement strategy to address
our operational emissions.
Respond to evolving regulatory
requirements and developments
in the broader industry, including
the emergence of best practice.
Continue to develop capabilities
to assess resilience of our
business model.
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TCFD recommendations Our progress Future focus

e Enhancements to data capabilities to deliver * Invest to further develop data to

Risk Management

Describe the organisation’s
processes for identifying
and assessing climate-
related risks.

Describe the organisation’s
processes for managing
climate-related risks.

Describe how processes
for identifying, assessing
and managing climate-
related risks are integrated
into the organisation’s
overall risk management.

See pages 44 to 47

oversight, visibility and measurement of climate

risk exposures.

Embedded processes to continually assess and
monitor climate risk as a cross cutting risk to our
principal risks.

Transitional risk impacts monitored regularly

within our emerging risk management and

reporting processes.

Evolving reporting capabilit