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At Metro Bank we want to
change the face of retail
banking by building a bank
that puts customers at the
heart of what we do.

This is helping us achieve our
ambition to be the number
one community bank - a bank
that is deeply rooted within
local communities, allowing us
to serve customers brilliantly
in person, digitally and over
the phone.

Read more about our purpose and strategy on pages 3to 5
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Summary of the year

Strategic report

Our results for the final year of our transformation plan reflect our
progress against the priorities we set out three years ago. The execution
of this strategy has seen us markedly reduce our losses for the year and
return to profitability on an underlying basis in the fourth quarter,

as well as continue to put legacy issues behind us. The next stage

of our journey will see us focus on continued growth and delivering

sustainable profitability.

Governance Financial statements

Statutory (loss)/profit before tax
(Em)

2022
2021
2020
2019

2018 40.6

Additional information

Loan to deposit ratio
(%)

2022
2021
2020
2019

2018

Assets Deposits Loans and advances Underlying (loss)/profit before tax
(£bn) (£bn) (£bn) (Em)
2022 2022 2022 2022 (50.6)
2021 2021 2021 2021
2020 2020 2020 2020
2019 2019 2019 2019
2018 2018 2018 2018 50.0
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Metro Bank at a glance

Our service is what makes us special. Putting FANS first is, and
always will be, the key to our success. Through our energised
and dedicated colleagues, we build long-lasting and personal
relationships with our customers and our communities,

giving them the banking they need.

Who we are Our approach

We opened our doors in the summer of 2010 and Our approach is centred on our colleagues,
were the first high street bank to open in the UK customers and communities. This allows

in over 100 years. Since then, we’ve built a business us to deliver our ambition to be the number
that is providing meaningful competition against one community bank and create FANS.
larger incumbents and offering a compelling Our community-centric model and focus
alternative for retail, private, small business on our localness informs everything

and commercial customers. we do and the decisions we make.

1 Independent Competition and
Markets Authority (CMA) survey
carried out in Great Britain by
Ipsos MORI between January
2022 and December 2022 -
Services in branches. Results
at ipsos-mori.com.

Key statistics
As at 31 December 2022

£16.0bn

Customer deposits

£13.1bn

Loans and advances

i

Customer accounts

) 76

Stores

24/7

Customer service centre

H1

Rated for store service'
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Our purpose and strategy framework

Our ambition

Is to be the
humber one
community bank

Community banking means being embedded in
the local communities we serve and prioritising
local decision-making. It also means we provide
simple and straightforward retail, business and
commercial banking services that meet the
needs of our customers in the area.
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Our purpose and strategy framework Continued

It’s achieved
through...

e oo 0 00

Our purpose

To create FANS

FANS are customers created through delivering
exceptional customer service and who then
champion us through actively recommending
us to friends and family.

Our behaviours strengthen everything we do and
are ingrained throughout our organisation helping

us drive our customer centric approach.
ttend to every detail

ake every wrong right

sk if you’re not sure - bump it up
est is contagious, share it

xceed expectations

nspire colleagues to create FANS
urture colleagues so they grow

ame-change because this is a revolution

Strengthened
by...

Our behaviours

Delivered
via...

Our business
model

We attract customers and create FANS by focusing
on our business model. Our business model involves
combining stores and digital channels with
exceptional customer service to generate sustainable
long-term value and tangible book growth.

Unique culture
Our colleagues deliver superior service and are the
heart of our people-people banking approach.

Integrated model
Our model combines delivery through physical and
digital channels.

Service-led core deposits

We attract core deposits through our service-led
community banking model with an emphasis on our
core retail and small and medium-sized enterprises
(SME) franchise.

Risk-adjusted returns
We balance our lending mix through a broad yet simple
product offering that is priced proportionate to risk.
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Strategic report Governance

Our purpose and strategy framework Continued

Supported
by...

Our strategic
priorities

We have refreshed our strategic priorities for the next
stage of our journey.

Revenue
Create FANS to deliver strong growth.

Balance sheet optimisation
Continued focus on risk-adjusted returns.

Cost
Target low marginal costs to support profitable growth
and reinvestment.

Infrastructure
Protect value through safe, scalable infrastructure.

Communications
Engage colleagues, communities and other
stakeholders to push forward our story.

Our key performance indicators (KPIs) are the
metrics we monitor to check we are on track
with the delivery of our strategy as well as
assess how our business model is performing.

Measured
by...

Our key performance
indicators

Financial statements Additional information

Aligned
with...

Performance based
remuneration

Our approach to remuneration for management is
based on a simple and clear scorecard in addition
to a Long Term Incentive Plan (LTIP). Scorecard
measures are aligned to the four components of
our business model with the LTIP based upon the
successful generation of sustainable long-term
value and tangible book growth.
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Chair’s statement

Having delivered on
our transformation
plan and returned to
underlying profitability
in the final quarter, our
focus is on achieving
sustainable growth

Robert Sharpe
Chair

Dear stakeholder

It gives me great pleasure to introduce
Metro Bank’s 2022 Annual Report and
Accounts. This has been a pivotal year for
the Bank in which we have made significant
strides towards our goal of sustainable
profitability. The successful delivery of our
transformation plan means the Bank now
looks to the future with renewed
confidence.

While remaining COVID-19 restrictions were
fully lifted in early 2022, the anticipated
economic recovery proved short-lived as
war in Ukraine and rising inflation provided
new challenges for our customers and the
communities in which we operate. It is truly
impressive how people across the Bank
once again stepped up to demonstrate
unwavering support, with significant
numbers of colleagues going beyond
expectations. Not only have we continued
to deliver the exceptional customer service
that characterises Metro Bank, but on top of
this colleagues have proactively extended
additional help to our communities whether
by raising funds for local good causes,
coordinating collections for community
food banks, or volunteering their time

and skKills to make a direct and practical
difference to local support schemes.

| am immensely proud to be part of a team
that is so deeply and genuinely committed
to supporting customers and communities
through thick and thin.

Results

The operating environment was challenging
throughout 2022. Despite the economic
headwinds, Daniel Frumkin, Chief Executive
Officer (CEO) and his management team
have achieved a great milestone in
delivering our transformation plan.

The fruits of the successful turnaround

are reflected in our results for the year,
which saw us markedly reduce losses

with statutory loss before tax reducing

to £70.7 million (2021: £245.1 million).

Crucially, we returned to profitability on an
underlying basis for the fourth quarter of
2022, establishing momentum that | look
forward to continuing into 2023 as we seek
to meet our primary objective of returning
the Bank to sustainable profitability.

We have continued our strategy of ensuring
highly efficient use of capital and
transitioning to an asset mix that generates
higher risk-adjusted returns against
regulatory capital. We continue to meet our
regulatory requirements, although we are
currently still operating in buffers. We
ended the year with a total capital plus
MREL ratio of 17.7% (31 December 2021:
20.5%) against a regulatory minimum

of 17%. During the year the Prudential
Regulation Authority (PRA) reduced our
Pillar 2A capital requirement, which has had
a positive impact on our capital headroom.
We also announced in 2022 that our Pillar
2A requirement would reduce again in
January 2023 meaning our MREL minimum
requirement is 16.72% from 1 January 2023.
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Chair’s statement Continued

Legacy issues

| am pleased we have now drawn a line
under the Financial Conduct Authority’s
(FCA) risk-weighted assets (RWA)
investigation, following its conclusion and
outcome at the end of 2022. The significant
improvements we’ve made to our
regulatory reporting processes and
controls, risk management and governance
stand us in good stead for the future.

In 2022 we also saw the conclusion of the
US Office of Foreign Assets Control (OFAC)
investigation into sanctions breaches, with
no financial penalty.

Governance

In September, we welcomed James
Hopkinson to the Board as our new Chief
Financial Officer (CFO). James has a wealth
of experience in banking, including growing
businesses and managing finance teams.
Also in September, Dorita Gilinski joined the
Board as a shareholder appointed Non-
Executive Director (NED). Dorita brings
valuable finance industry perspective and
banking expertise. Her appointment further
enhances the Board’s commitment to
ensure that investor views are considered in
all aspects of strategy and decision-making
to maximise shareholder value. | am
delighted that James and Dorita agreed to
join the Board and their arrival is well timed
as the Bank enters the next stage of its
strategic journey.

During the year Sally Clarke stepped down
from the Board after two years. Sally served
as the Board’s designated NED for
Colleague Engagement (DNED), ensuring
that views and experiences of colleagues
were shared with the Board throughout the
COVID-19 lockdowns and both during and
after the successful integration of
RateSetter. On behalf of the Board, | would
like to thank Sally for her contribution to
colleague engagement during this time. |
was pleased that in the summer, Nick
Winsor agreed to become the DNED
following Sally’s departure.

Additionally, at the end of the year we
said farewell to our Company Secretary,
Melissa Conway. Melissa made a significant
contribution during her six years at

Metro Bank and on behalf of the Board,

| would like to thank her for her service.
Stephanie Wallace, the Bank’s General
Counsel, has taken over the responsibility
for the Company Secretarial Team and |
look forward to working with her as we
continue to embed good governance
throughout the Bank. | wish Sally and
Melissa all the best for the future.

Community banking and sustainability
Our commitment to community banking
runs through every aspect of our
proposition. From relationship-based
banking and market-leading customer
service, to our culture of diversity and
inclusion (D&I) throughout our workforce -
and our Board - which means we reflect the
very communities we serve.

Strategic report

Governance

Being a community bank also means being
environmentally responsible. | am proud of
our policy not to finance extraction of fossil
fuels nor their use for power generation,
and to reaffirm our commitment to
reducing our own carbon footprint on

the way to becoming net zero across our
operations by 2030.

Outlook

The completion of our transformation
strategy is a necessary prerequisite to
sustained growth alongside continuing to
deliver on our ambition to be the number
one community bank. | would like to extend
my thanks to all my colleagues for their
hard work in making this happen, as well as
shareholders and other stakeholders for
their ongoing support.

At the time of writing the economic outlook
remains uncertain, but our strategic
priorities ensure that Daniel and his
management team’s focus remains on
continuous performance improvement,

on delivering for our customers and on
supporting our communities.

Robert Sharpe
Chair
15 March 2023

Financial statements

Additional information

People-people banking in action

Helping Northampton’s
businesses thrive

| oversee Metro Bank’s network
across the East Midlands region and
am based in our Northampton store.
| cover all aspects of our full-service
customer proposition from personal
accounts to commercial lending, to
private banking. Like many of our
Local Directors, | am integrally
involved in developing and
promoting the local town centre

as a vibrant hub for the community
and | chair the local Business
Improvement District, which brings
together key local stakeholders.

In addition, | lead the work across
the Bank and our network of
in-store Local Business Managers,
to support female business leaders
through every step of their journey
as they start and scale up their
businesses, including our
commitment to the Investing

in Women Code.

Kerry Reynolds
Area Director
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Operating environment

The environment we operate in is both competitive and rapidly changing.
This presents us with challenges but also creates exciting opportunities for us as we grow.

Consumer
behaviour

Economic and
political outlook

Competition ﬁ
U

How we see it

2022 has been a year of political and economic
turbulence and this is forecast to continue, with the Bank
of England predicting the UK will enter a recession during
2023. Alongside this, unemployment is forecast to rise,
albeit from a historic low level, and house prices are
predicted to fall back.

While it is anticipated that inflation will fall, levels are still
likely to be high compared to recent history adding to
pressure on household finances.

The political and central bank response to these issues
continues to evolve and the continued inflationary
environment will likely see base rates rise through the first
half of 2023. As the country enters a period of recession
we anticipate further volatility within financial markets,
particularly in respect of yields and asset pricing.

How we are responding

We continue to take a prudent approach to our new
lending, particularly in our consumer and mortgage
portfolios.

In measuring our expected credit losses (ECL) we use
independent forecasts, which incorporate the majority
of these uncertainties, and where appropriate use post
model overlays (PMOs) and adjustments (PMAs) to
capture any additional risk.

We closely monitor all of our lending for signs of
deterioration and where necessary work with our
customers to offer support.

How we see it

Competition in the UK banking market remains strong,
notably in the current account and mortgage spaces.
Newer digital-only Fintechs continue to win market share
and are performing strongly in customer satisfaction
rankings, including the bi-annual CMA service quality
surveys.

In the lending market, larger incumbent players are
continuing to benefit from large legacy deposit bases
and excess liquidity freed up from ring-fencing to
competitively price mortgages.

In other areas of the market, specialist lenders continue
to make inroads into non-relationship driven segments,
often delivered via intermediaries or aggregators.

We also continue to see competition in other areas of our
operations, notably for talent across the organisation as
the UK continues to experience historic low levels of
unemployment.

How we are responding

Our service-driven business model continues to resonate
with customers; allowing us to continue to grow both
personal and business current accounts and compete
effectively in this market.

Over the past three years we have re-optimised our
balance sheet, focusing on more underserved and
higher-yielding areas of the markets, including consumer
lending. Most recently this has seen us launch a motor
finance product late in 2022.

We continue to invest in our colleagues and ensuring we
remain an attractive place to work. We were pleased to
be voted as one of the UK’s top 10 Most Loved
Workplaces in 2022.

How we see it

We are continuing to see a shift in consumer behaviour to
more digital offerings, with banks and retailers continuing
to reduce their physical presence.

Despite this shift, customers place a strong value on the
ability to deal with issues in person, even where a digital
alternative is available. We have seen high street footfall
recover to pre-pandemic levels in key areas although the
level of recovery differs between locations.

Customers are more willing to switch current account
providers and in doing so are putting greater value on
both service levels and innovative approaches to banking,
particularly amongst SMEs, which remain underserved

in the marketplace.

We are also seeing customers starting to shift balances
from current accounts into savings accounts as interest
rates have risen, and therefore the opportunity cost of
these deposits has increased.

How we are responding

While we have slowed the pace of our store openings,
and closed three stores during the year, we remain
committed to a physical presence and plan to resume
store openings in 2024. These will be focused on key
markets which have strong footfall. At the same time
we will continue to build out a strong digital offering.

We refrain from the excessive use of marketing
campaigns and switching incentives, instead focusing on
our service-led proposition to expand our deposit base.

As well as working to attract new customers, we continue
to listen to our existing customers and respond to their
changing needs, ensuring we provide a competitive
proposition and high levels of customer service.
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Operating environment Continued

Focus on
sustainability

Capital and
funding regime

Regulatory
environment

How we see it

The UK regulatory environment continues to evolve,
with multiple changes on the horizon from key
regulatory bodies.

At the end of 2022, the PRA issued a consultation paper
in respect of the implementation of Basel 3.1. Separately
the FCA has issued its guidance on fair treatment

of vulnerable customers and Consumer Duty, which are
aimed at driving better customer outcomes through the
setting of higher standards for firms. Both of these
initiatives will see significant changes across the financial
services sector, with firms being required to make
changes to many of their existing processes and systems.

During the year the Government published its final
proposals for reforms to the UK’s audit and corporate

governance regimes (colloquially referred to as ‘UK SOx’),

which will have significant consequences for large firms
and their directors.

How we are responding

We continue to monitor and respond to the evolving
regulatory landscape. We are currently working through
the potential impacts on our capital requirements from
the Basel 3.1 changes.

Alongside this we are continuing to identify and respond
to the needs of our vulnerable customers. Our customer
focus puts us in a strong position to deliver for vulnerable
customers, including ensuring appropriate customer
outcomes. We are currently working to enhance our
processes and systems where needed.

During the year, we have also continued work to enhance
our control environment, particularly in respect of
financial and regulatory reporting, ahead of any
introduction of UK SOx requirements.

How we see it

The UK continues to adopt a rigorous approach to
capital management with financial institutions, including
ourselves, that have total assets greater than

£15-25 billion, subject to the most stringent MREL
‘bail-in’ requirements. A review of these requirements
was undertaken by the regulator, but banks, including
ourselves, will still be required to issue MREL debt.

The rise in interest rates, as well as political and economic
uncertainty during 2022, has made funding more
expensive with corporate bond yields rising over the
course of the year, a trend that is expected to continue
into 2023.

In December 2022, the Government proposed the
‘Edinburgh reforms’ - a package of over 30 regulatory
reforms aimed at unlocking investment and growth
across the UK. These proposals included changes

to the ring-fencing requirements, which would see
retail-focused banks, like ourselves, exempt from the
requirement to separate out our retail activities.

How we are responding

We continue to work to fulfil all of our minimum capital
requirements required under the MREL and resolvability
regime. This includes work on inserting a holding
company, which will be in place by June 2023.

Our current growth ambitions will see us needing to
access the debt capital markets during our planning
horizon. Given the rising rate environment the cost of this
funding will have increased, although the yields we are
able to generate from this have also improved. We
remain focused on delivering a reliable track record of
profitability, which should allow us access to fresh debt
capital at a reasonable funding cost.

We welcome the ‘Edinburgh reforms’ proposed by the
Government, particularly in respect of ring-fencing; which
given our growth plans may impact us in the future.

How we see it
COP 26 has continued to shine a light on the need for
climate action as well as a wider focus on sustainability.

Although climate change remains a key focus,
sustainability is much wider than this. Sustainability in all
its forms continues to be important for our stakeholders.
These trends include a desire to shift away from over
consumption and increase support towards local and
independent businesses; a trend accelerated by the
COVID-19 pandemic.

As with most companies, our stakeholders continue to
expect more from us, and customers are increasingly
choosing to interact with companies and brands that
they see as being focused on sustainability.

How we are responding

We are working to deliver our 2030 net zero carbon
emissions goal, as part of which we have reaffirmed our
promise of not financing the extraction of fossil fuels or
their use in power generation. Alongside this, as we grow
we will minimise the resources we use - an approach that
is good for all of our stakeholders as well as the planet.
This includes reducing the amount of plastic we use,
which in 2023 will see us change our in-store free pens
to a significantly more environmentally friendly version.

We are also focused on sustainability in its wider forms
and continue to apply our ethical approach to doing
business.

We believe our ambition to be the number one
community bank is an important part of helping build
sustainable communities with thriving local economies
that our stakeholders desire.
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Chief Executive Officer’s statement

Our ambition

to be the number
one community
bank continues
to set us apart

Daniel Frumkin
Chief Executive Officer

| am very pleased that the Bank ended
2022 in its strongest position for several
years. We completed our transformation
plan, despite facing into a series of
challenging economic and external
headwinds, and have built the foundations
to drive sustainable profitable growth.
Perhaps the most significant proof point of
our progress is recording in Q4 2022 our
first full quarter of underlying profit since
Q2 2019 and ahead of our announced
intention to break even in Q1 2023.

We’ve achieved this as a result of ongoing
cost control, building a wider suite of asset
products and the rising interest rate
environment, in parallel to maintaining

our unwavering commitment to local
communities and our focus on excellent
customer service. We are proud to have
kept our position for the tenth time in a row
as the top rated high street bank for overall
service quality to personal customers, plus
ranking as the best high street bank for
in-store personal and business service in
the CMA service quality survey.

We have a solid platform on which to build
in 2023, having established strong
momentum in 2022, although we recognise
the economic challenges which are
expected. This is a testament to tireless
work by all my colleagues right across the
Bank, and | would like to take this
opportunity to thank them for their ongoing
skill, effort, dedication and laser-like focus
on creating FANS. | am proud to lead such
an inspiring and hardworking team, and
look forward to serving our customers and
creating more FANS in 2023.

Strong momentum towards a
sustainably profitable community bank
By delivering our transformation plan, we
have proved what we have always known
- that our model works and can deliver
sustainable growth and profitability. Our
delivery of market-leading service helps us
attract core deposits allowing us to grow
lending, which we flex and balance across
a range of asset classes, to generate
high-quality earnings.

Community banking via our store network
is integral to this and will remain a core
component of our model and service
offering. Our newest store opened in
Leicester at the start of 2022 and is
performing well. Our transformation plan
has enabled newer stores to open at much
reduced cost and in 2023 we will undertake
planning work with a view to resuming store
openings in 2024, focused on locations

in the North of England with large local
populations and strong SME presence.

We remain committed to the elements that
have always made our 76 stores stand out,
including being open seven days a week,
362 days a year, from early until late.

We know we cannot succeed without
investing in excellent digital services to
complement our store network. As
customers’ digital expectations evolve,
we will continue to invest in and refine our
digital customer services while remaining
true to our guiding customer promises.
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Chief Executive Officer’s statement Continued

Successful completion of our
transformation plan

Our strategic priorities were launched three
years ago with the objective of setting

the Bank on a path back to sustainable
profitability and growth, while staying

true to our community banking model.
Execution against the strategic priorities
has been excellent throughout the
transformation period and has been
instrumental in returning us to profitability.

Revenue

In @ more normalised interest rate
environment our model has really come
into its own with the combination of core
deposits attracted by our excellent
customer service proposition and a
strategically rebalanced asset mix towards
higher yield lending leading to improved
net interest margin.

We have continued to expand the range of
products we offer to meet our customers’
needs. For example, our new enhanced
business overdraft product was launched in
March and has quickly become popular with
our business customers, due to the fully
digital journey. In December we launched
our motor finance lending product, which
operates under our RateSetter brand using
the latest technology to ensure a market-
leading, fast and efficient customer journey.
We've also supported customers by
growing our mortgage and invoice finance
propositions, including developing new
products, such as asset based lending.

Costs

We have retained tight control of our costs
by further ingraining discipline across all
business functions. Examples of this in
practice include simplifying our IT
processes; improvements to our online and
mobile app which have reduced calls to our
AMAZE Direct contact centres; freeing up
time to focus on more complex calls. We’ve
also continued to embed Agile working
practices to deliver better products and
services more efficiently and safely. We
recognise the need to continue to target
low marginal costs and efficient operations
to support our future profitability.

Like any responsible retailer we regularly
review our store estate, and during 2022 we
completed the closure of three stores. This
was a difficult decision, but we ensured the
impacts were minimal with customers
supported and there were no redundancies.
We don’t have any plans for further closures
and are pleased with how our stores are
performing.

Infrastructure

Our objective is to make the Bank safer,
more resilient and fit for the future. We have
continued to invest in core infrastructure,
enhance risk management and integrate
channels to further improve our service
offering.

We have implemented a programme to
identify and respond to the needs of our
vulnerable customers with our customary
AMAZEING service. We have also invested
in regulatory reporting, sanctions
compliance, anti-money laundering controls
and in systems scalability and resilience.

To prepare for the introduction of the
Consumer Duty, we are enhancing our
products, services, communications and
customer journeys, along with monitoring
customer outcomes to align with the
requirements.

Balance sheet optimisation

We continued to shift the balance towards
assets with better risk-adjusted returns on
regulatory capital, growing our unsecured
consumer finance under the RateSetter
brand along with higher-yielding residential
mortgage lines and asset finance.

Communication

Our commitment to supporting our
colleagues and communities is deep and
enduring. Inclusion is at the heart of our
culture and we demonstrate this through
the local colleagues we employ, the
market-leading service we deliver to all our
customers and the local causes we support.
Our new D&l strategy celebrates our
achievements and further raises our
ambitions for the future. Being named as
one of the UK’s Most Loved Workplaces

is a great testament to how special our
culture is.

People-people banking in action

Always putting our
customers first

Great service and going the extra
mile for our customers has always
been at the heart of everything we
do, right from the day we opened
the doors of our first store in 2010.

Since then we’ve grown our network
to 76 stores, with every one of them
delivering relationship-based
banking to the local community
from early until late, 362 days per
year, supported by our digital and
phone channels.

It’s a big source of pride for my
colleagues and | - and particularly
those that interact with our
customers directly - that our
in-store service for personal
customers has been independently
rated number one ten times in a row
in the CMA customer survey.

Our commitment to our community
banking model remains as strong as
ever, and is a key differentiator for
our customers and communities.

Tamsin Byrne
Director Distribution Delivery
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Chief Executive Officer’s statement Continued

People-people banking in action

Supporting vulnerable
customers

From the pandemic to the soaring
cost of living, the past few years
have brought tough challenges for
all our customers, but the impact
has been particularly felt by those
who are potentially vulnerable
because of personal circumstances
relating to their health, financial
capability or life events.

| coordinate strategy and action
across the Bank to ensure that we
identify potentially vulnerable

customers, understand their specific
needs, and provide appropriate
support and care across all our
channels and touch points.

This has included ensuring access to
cash during COVID-19 lockdowns,
introducing accessibility services
for hearing and speech impaired
customers and training our
colleagues on financial abuse. Our
people-people banking ethos puts
our customers and communities at
the heart of everything we do.

Lucy Birch
Lead Vulnerable Customer
Development Manager

I’'m delighted to say that we promoted more
than 600 colleagues in 2022 across all
teams and levels, including the Executive
Committee (ExCo). In response to the rising
cost of living pressures, in the second half
of the year we delivered a 2.75% salary
increase to colleagues. This was made up of
passing on to colleagues our saving as an
employer from the Government’s 1.25%
National Insurance reduction and
contributing a further 1.5% ourselves.

This was on top of the average 5% salary
increase delivered at the start of the year -
meaning that 98% of colleagues have
received on average a 7.75% salary increase
during 2022. We decided to take this
approach, as opposed to a one-off
payment, to provide lasting support

to help our colleagues with cost of

living challenges.

We remain customer-focused

As a people-people relationship-based
bank, creating FANS has always been and
always will be our motivation for delivering
superb customer service, and our
commitment to delighting our customers is
reflected in our recurring position on top of
the high street customer service rankings.
In 2022, initiatives such as local marketing
around our stores and improved digital
communications helped deliver strong
growth in our personal and business
accounts. In addition, our hands-on support
for communities is unwavering, from our
financial literacy programme, Money Zone,
which we have expanded to include young
adult care leavers, to our colleagues directly
volunteering to help local causes.

We’ve drawn a line under the Bank’s
legacy issues

2022 has also seen us substantially close
out the Bank’s main legacy issues. This
included the conclusion of the OFAC
investigation into sanctions breaches,
with no financial penalty.

Following the finalisation of the PRA’s
regulatory reporting investigation at the
end of 2021, the FCA concluded its RWA
investigation in December 2022. The
outcome was within the range of outcomes
we expected and we can now put this
legacy issue firmly behind us, having
greatly improved our reporting processes
and controls.

Navigating through the economic cycle
2022 was a year of political turbulence and
economic challenges which we expect

to continue into 2023, with the economy
slowing and inflation remaining elevated.

We now have engines to generate risk-
adjusted returns through the economic
cycle. Our lending continues to be
conservative and our approach to
provisioning for loan performance
stands us in good stead to navigate
economic fluctuations.

We will continue to manage our capital
position carefully. We know our model
can deliver more growth, but we

are constrained by our capital and
MREL requirements.

We will look to optimise our

capital stack

Capital is a core focus for us, as while

we meet all of our minimum requirements,
we continue to operate within our

capital buffers.

Our return to sustainable capital generation,
and therefore our path to exiting capital
buffers, will consist of our return to
profitability combined with a continued
focus on balance sheet optimisation,
including actively managing lending.
Alongside this we are progressing our
application to adopt an Internal Ratings
Based (IRB) approach to calculating credit
risk with the regulator. We will also seek

to access the capital markets to raise
additional regulatory debt, as and when
conditions allow.

Evolving our strategic priorities

As we come to the end of our
transformation journey and are positioned
for profitable growth, now is the time to
increase focus on our strategic priorities
so we can deliver on the things that are
important for our stakeholders.

In achieving this, our headline priorities will
remain unchanged during this transitional
year. Our focus will, however, shift from
fixing the problems of the past to
leveraging the strengths of our business
model for future growth.
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Chief Executive Officer’s statement Continued

While 2023 is going to be a transitional
year, the following few years will see us
place a renewed focus on growth, ensuring
this is done in both a responsible and
sustainable way. We will continue to
operate above our minimum requirements
although will remain within our capital
buffers in the short term. If our capital
constraints were to ease we know that

we could grow more quickly and generate
greater shareholder returns.

Momentum towards meeting our goals
We have built strong momentum over

the last three years by successfully
implementing our transformation plan:
driving higher revenue, keeping costs firmly
under control and optimising our balance
sheet, while maintaining our service
standards, protecting our culture and
supporting communities. Maintaining this
disciplined approach for future years instils
confidence that our goals of achieving
sustainable profitability and realising our
ambition to be the number one community
bank is within our sights.

Daniel Frumkin
Chief Executive Officer
15 March 2023

Our strategic priorities for 2023

Strategic report Governance

2019-2022 Transformation strategy

Revenue

Meeting more customer needs and development
of new capabilities.

Balance sheet optimisation

Enhanced focus on risk-adjusted returns
and growing tangible book value.

Cost

Tight cost control through back-office efficiencies,
organisational simplification and disciplined
property footprint.

Infrastructure

Investment in integrated channels and core
infrastructure.

Communication
Improve our approach to engagement.

about our strategic priorities on page 19

Financial statements Additional information

2023+ Transition to growth strategy

Revenue
Create FANS to deliver strong income growth.

Balance sheet optimisation
Continued focus on risk-adjusted returns.

Cost

Target low marginal costs to support
profitable growth and reinvestment.

Infrastructure

Protect value through safe, scalable
infrastructure.

Communication

Engage colleagues, communities and other
stakeholders to push forward our story.
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Strategic progress

Our transformation strategy has helped us create a strong platform for growth.

2020

FEBRUARY

with a clear plan to return the
Bank to sustainable profitability
built around a community
banking model.

Daniel Frumkin appointed as CEO

Launched our strategic priorities

2021

APRILO® O

Acquisition of RateSetter back
book, utilising some of the capital
freed up by the mortgage sale
and allowing closure of legacy
peer-to-peer business.

JuLy ©

Granted first loans under the
government-backed lending
schemes introduced following
the COVID-19 pandemic
allowing us to support our
customers while being a capital
efficient form of lending.

SEPTEMBER ©® ©

Acquisition of RateSetter,
providing us with the digital
capability to deliver unsecured
lending at scale.

Costs
Revenue
Infrastructure

Balance sheet optimisation

00000

Internal and external communications

DECEMBER ©® ©

Sale of £3.1 billion mortgage
portfolio to NatWest freeing up
capital to redeploy into lending
with better risk-adjusted returns.

Decision to exit our offices
at Old Bailey and move to
permanent hybrid-working.

JUNE ©

Rationalisation of call centre
sites, including opening of
AMAZE Direct contact centre
in Bristol.

JUNE ©

Launched first SME focused
brand and marketing campaign

- demonstrating our commitment
to empowering the UK’s SMEs
and demonstrating our business
banking offering.

DECEMBER

Settlement with PRA in respect
of their investigation into
regulatory reporting.

Agreement of net zero target
by 2030.

2022

FEBRUARY @ @

Announced closure of three
stores.

Opening of latest store
in Leicester.

NOVEMBER @ @

Launch of motor finance
product under the RateSetter
brand, broadening our
consumer lending capabilities.

DECEMBER

Settlement with FCA in respect
of their investigation.

Completion of
transformation plan
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Business model

Strategic report

Governance

Financial statements Additional information

As set out in our purpose and strategy framework on pages 3 to 5 we are delivering
on our ambition to be the number one community bank through our business model.

is underpinned by...

Environmental and social priorities
We ensure that our business model and
approach is focused on the areas that
matter most to our stakeholders.

Risk management

We continue to focus on enhancing our
control environment and risk capabilities,
ensuring we balance the risks that need
to be taken to deliver our strategy against
ensuring this is done in a managed and
appropriate manner.

Governance

We are continually improving our
approach to governance. Ensuring we
maintain a robust governance framework
is important in allowing all stakeholders
to have confidence that we are making
decisions in the right way.

on pages 98 to 169

<

Our model

COMBINED
WITH...

Integrated
model

CREATING
LONG-TERM
VALUE ALLOWING
INVESTMENT IN...

(E)

Risk-adjusted
returns

ALLOWING US
TO GENERATE...

How we make money

We make money through the difference we charge on the loans

P delivers value for...

over
o0

oo -
e

2 .7 m customer accounts

Unique
culture

B4
,ooo colleagues

our retail and institutional

investors

CREATING
FANS WHO
BRING...

our regulators, including the
m FCA and PRA

(@ va)

Service-led
core deposits

over

600.....

P the
6%) 7
. 6
communities we serve

we issue and the deposits we take, less our operating costs and

changes in ECL.

on pages 108 to 114
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Business model Continued

Integrated
model

Our integrated
model aims to
combine delivery
through physical and
digital channels.

Progress in 2022 operating environment __

During the year we opened our
latest store in Leicester and
have been encouraged by its
performance. Overall we have
seen footfall recover to pre-
pandemic levels, although with
variability between markets.

Alongside our stores we continued
to invest in our digital channels,
launching new digital products

in the year, including our digital
business overdrafts.

These investments saw us
continue to grow. During 2022 we
processed 106 million payments,
equating to 1% of all domestic UK
payments.

Competition

The UK banking market
continues to be very
competitive with high

levels of innovation.

To remain competitive we need
to continue to invest in all of our
channels to ensure they meet
our customer needs.

Consumer behaviour
Customers are continuing

to place a strong reliance on
in-person service, although
the move to digital continues.

Focus on sustainability

We continue to see strong
pressure from all of our key
stakeholders to ensure all of
our operations are sustainable.

The idea that bank branches
have no value in the modern
world is highly exaggerated and
there continues to be immense
value in a targeted and modern
physical offering. We continue
to remain committed to stores
and are working on site
identification and planning for
new stores in the North of
England; targeting key markets
with a strong SME presence.

Although we see value in stores,
there is a clear growth in digital
adoption and we will continue
to build our digital proposition,
giving customers the choice of
how they bank with us, rather
than forcing them through

a single channel.

Our principal risks in respect
of delivering our integrated
model are:

. Conduct risk.

. Operational risk.

. Strategic risk.

We continue to enhance our
processes and systems to both
minimise the risk of operational
issues.

Alongside this we remain
focused on our strategy and
ensuring this is effectively
delivered to meet the
expectations of our
stakeholders.

Number of accounts (m)

2022 -

2021 25]

Customer satisfaction

New to bank

2022 —E

2021 | 90 |
I

Existing

2022 _B

2021 | 42]
I

Unique
culture

Our colleagues
deliver superior
service and are at
the heart of our
people-people
banking approach.

&a2

We continued to focus on
sustaining our unique culture. In
2022 we were thrilled to be voted
in the top 10 of the UK’s Most
Loved Workplaces as well as being
named a top 10 inclusive company
at the British LGBT Awards.

During the year we supported
colleagues with the cost of living
through via a 2.75% salary increase
to over 90% of colleagues in the
second half the year, in addition to
an average salary increase of 5%.

We remain focused on retaining
and attracting talent and our
continued adoption of flexible
working has allowed us to attract
colleagues from all over the UK.

Competition

A contraction of the UK
workforce post COVID-19
combined with historic low
levels of unemployment are
continuing to keep the market
for talent highly competitive.

Economic and political outlook
The high inflationary
environment is continuing to put
pressure on wages. This is
putting additional cost pressure
on firms of all sizes in order to
be able to help colleagues and
retain talent.

We remain focused on
maintaining and enhancing our
unigue culture and creating

a vibrant environment where
colleagues enjoy working and
we can attract the best talent.
Central to this is building a
diverse and inclusive workforce
where colleagues can be
themselves. Alongside this we
continue to invest in training
and, where possible, encourage
promotion from within.

We continue to explore
opportunities to deploy
increased automation to help
free up colleague time and allow
them to focus on what they

do best - creating FANS.

about our operating environment
on pages 8to 9

Our principal risks in respect
of delivering our unique
culture are:

. Conduct risk.

. Legal risk.

. Operational risk.

. Strategic risk.

We focus on delivering simple
and easy to understand
products and a foster a culture
that ensures we put our
customers first; minimising the
risk of unfair customer
outcomes and delivers our
purpose of creating FANS.

ead more pages 54 to 97

Colleague engagement (%)

2022
2021

|

69 ]

Senior leadership diversity

BAME

2022 —B

2021 | 20|
I

Female

2022 —II

2021

IN
[N

ead more pages 20 to 21
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Business model Continued

Service-led
core deposits

We seek to attract
core deposits
through our service-
led community
banking model with
specific emphasis
on our core retail
and SME franchise.

£E)

2022 saw us maintain our
service-led core deposit base in a
rising rate environment. This was
driven by our continued growth
of personal and business current
accounts openings of 188,000
and 42,000 respectively.

We continue to deepen our
relationships with customers
notably in the commercial space,
which has aided greater deposit
and fee growth. During 2022 we
attracted over 700 commercial

switchers, which will help generate

over £4 million of additional
income each year.

Strategic report

Governance

Competition

As interest rates have risen
competition for deposits has
increased, both from challenger
banks and larger incumbents.
Alongside this newer digital-
only Fintechs continue to grow.

Regulatory environment
The regulatory environment
continues to work towards
ensuring the fair treatment of
customers with a particular
focus on vulnerable customer
and Consumer Duty. This trend
is seeing deposit-taking
institutions, like ourselves,
implement an increasing
amount of regulatory
requirements.

The strength of our approach is
our ability to attract a stable
core deposit base and our focus
will be on maintaining this as
rates continue to rise. Central to
this will be a continued focus on
personal and business current
accounts, which as well as
providing low-cost funding offer
fee-earning opportunities.

To aid this growth we will
continue to focus on attracting
switchers especially in the
commercial space. These
customers typically have large
stable deposits and are
particularly underserved in the
wider market, allowing us to
clearly differentiate our offering
from our competitors.

Financial statements

Our principal risks in respect
of delivering service-led core
deposits are:

. Conduct risk.

. Liquidity and funding risk.
. Market risk.

. Financial crime risk.

. Regulatory risk.

. Legal risk.

We continue to actively manage
our balance sheet to ensure we
retain high levels of liquidity and
appropriately hedge our interest
rate risk.

Alongside this we continue to
enhance our controls and review
our products to both protect
our customers and ensure we
are delivering fair outcomes.

Additional information

Progress in 2022 operatlng environment __

Cost of deposits (%)

2022
2021

<3
N
i

Risk-adjusted
returns

We seek to balance
our lending mix
through a broad
yet simple product
offering that

is priced
proportionate

to risk.

=

Our lending during the year
benefited from the rising rate
environment combined with the
rebalancing of our portfolio over
the transformation period.

During the year we launched new
lending products, including a
motor finance product under the
RateSetter brand and a digital
business overdraft.

Our core lending remains centred

around mortgages and consumer.

2022 saw us receive £4 billion
in mortgage applications, with
£2.2 billion completed, alongside
£1.0 billion of unsecured lending.

Competition

Competition in the lending
space remains strong notably in
the mortgage space from larger
competitors as well as specialist
lenders in other key segments.

Capital and funding regime
The UK’s rigorous capital regime
continues to see large financial
firms, including ourselves,
dependent on capital markets to

Economic and political outlook
The economic outlook remains
uncertain with the UK forecast
to enter recession in 2023. This
will continue to put pressure

on household and business
finances, likely increasing
default levels.

support regulatory requirements.

Our current capital levels
constrain our ability to grow
lending balances significantly
in the near term and as such
our focus will be on efficiently
redeploying older legacy
balances when they roll-off.

Over the past three years we
have built a strong lending
platform particularly in respect
of unsecured lending which we
will continue to leverage in the
coming years. Alongside this
we will explore opportunities
to launch new products which
provide strong returns on
regulatory capital.

about our operating environment
on pages 8to 9

Our principal risks in respect
of delivering risk-adjusted
returns are:

. Conduct risk.

. Credit risk.

. Market risk.

. Financial crime.

. Regulatory risk.

. Model risk.

. Capital risk.

We take a prudent approach to
lending to minimise the risk of
losses. We continue to review
and update our credit models
to support this.

ead more pages 54 to 97

Cost of risk (%)

2022
2021 [T

Loan-to-deposit ratio (%)

2022 —E
| 75]

2021

Total capital plus MREL

ratio (%)
2022 —m
2021 205]

ead more pages 20 to 21
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Store strategy

Our network of stores places us at the
heart of the communities we serve.

We continue to firmly believe that stores have a vital part to
play in modern day banking. While it is clear that the role of
bank branches are evolving they remain an important delivery
channel and continued to be valued by customers.

We operate our store estate in large population centres
and they consist a mix of main city centre and out of town
locations with parking. This, combined with our longer
and more convenient opening hours, mean our stores are
accessible to, and provide coverage for, large geographic
areas. In the medium-term we will look to expand into key
cities including Exeter, Norwich and Nottingham.

Over the next three years our focus will be the delivery of

11 new stores in the North of England, delivering on our
commitments under the Capability and Innovation Fund (C&l)
grant. This will see us reach new communities including Hull,
Leeds, Newcastle, Teesside and York.

Priorities for our store programme
Our priorities for our store expansion will centre around:

. Less expensive, more sustainable builds.

. Long leases with multiple and frequent breaks - providing
security of occupation whilst retaining flexibility.

. Freehold ownership where available and providing there
is a strong commercial rationale.

. Continuing to review and refresh the estate as any
responsible retailer would do.

. Building a greater mix of high street and out of town
locations, adapting to consumer trends.

76 Stores

as at 31 December 2022

We are committed to opening
at least another 11in the North
of England by the end of 2025.

Existing locations

Target locations

GG
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Strategic priorities

We have refreshed our strategic priorities for the next stage of our journey, shifting our focus
from fixing the problems of the past to leveraging our strengths as a platform for growth.

2019-2022
Transformation priorities

Revenue

Meeting more customer
needs and development
of new capabilities

Progress over transformation period

* Growth of core higher-yielding residential mortgages
and unsecured lending.

« Disciplined deposit pricing.

* Growth of fee earning products.

Revenue

Create FANS to deliver strong
franchise growth

2023
Transition to growth priorities

* Maintain service delivery.

* Expansion on higher-yielding product range including
growth of motor finance.

« Grow personal and business current accounts.

* Enhance fee earning opportunities.

Balance sheet
optimisation
Enhanced focus on risk-

adjusted returns and growing
tangible book value

* Sale of £3.1 billion mortgage portfolio.

¢ Purchase of RateSetter.

¢ Investment in IRB.

« Delivery of over £1.8 billion of government-backed
lending schemes.

Balance sheet
optimisation

Continued focus on
risk-adjusted returns

» Disciplined approach to maximising risk-adjusted
returns on regulatory capital to aid return to steady
capital generation.

« Continue to review portfolio mix to reflect changing
macro-context.

« Fill key gaps in proposition (e.g. ISA switching).

* Ambition to achieve IRB accreditation.

Costs

Tight cost control through
back-office efficiencies,
organisational simplification
and disciplined property
footprint

¢ Freehold purchases of nine leasehold stores taking
these to 38% of our estate.

¢ Move to remote working allowing reduction
in Central London office space.

¢ Resolving of expensive legacy issues.

« Transformation of procurement processes.

* Rationalisation of call centre sites.

Costs

Target low marginal costs
to support profitable growth
and reinvestment

* Maintain cost discipline.

« Leverage economies of scale in relation to savings,
mortgage and unsecured platforms as we continue
to grow.

* Greater use of artificial intelligence and automation
to reduce costs.

Infrastructure

Investment in integrated
channels and core

* Reduced capital spend on new stores to allow for
investment in back office infrastructure.

« Delivery of key regulatory initiatives including PSD2
and high cost of credit.

Infrastructure

Protect value through safe,
scaleable infrastructure

» Start work on expansion of store network in the
North of England.

* Continued investment in key areas including regulatory
compliance and financial crime.

* Embedding of Agile approach to change projects
which we adopted in 2022.

» Delivery of holding company.

infrastructure * Implementation of regulatory reporting system.

* Enhanced control environment across the Bank.

* Increased use of artificial intelligence and automation.
Communications « Transformed approach to colleague communication.

Improve our approach
to engagement

« Delivery of first mainstream brand campaign focused
on SMEs.

¢ Regular meetings with all key stakeholders.

* Refresh of KPIs and approach to executive
remuneration to be clearer and transparent.

¢ Introduction of 2030 net zero target.

¢ Clear focus on community bank credentials post-
pandemic, including Money Zone.

Communications

Engage colleagues,
communities and other
stakeholders to push forward
our story

« Continue to invest in our training and development
programmes, including apprenticeships.

¢ Support customers who may be experiencing financial
difficulty as the economy weakens.

« Drive towards 2030 net zero target.

» Expansion of Money Zone, our financial education
programme.

» Continued focus on our communities through Days to
AMAZE, fundraising and supporting local businesses.
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Key performance indicators

Our KPIs are the metrics we monitor to check we are on
track with the delivery of our strategy as well as assess
how our business model is performing.

Link to business model

Components of our business model

Our business model is set out on page 15.
Further details of each component of our
business model can be found on pages 16
to 17, including how our KPIs link to
measure our performance for each

of these components.

Output of our business model

The output of our business model is to
generate long-term value and create
tangible book growth, measured through:

* Total shareholder return.
e Return on tangible equity.

Link to remuneration approach

Our approach to remuneration for
management is based on a simple and clear
scorecard. The scorecard measures are
aligned to the four components of our
business model to ensure management are
focused on these. In addition to this we
provide an LTIP which is linked to our
scorecard outcomes of long-term value
generation and tangible book growth.

Key
e Scorecard measure
o LTIP measure

Alternative performance measure

KPI performance during 2022

The majority of our financial metrics
during the year showed improvement in
line with our overall 2022 performance.
An exception to this was cost of risk which
increased from 0.18% to 0.32% reflecting
both the economic outlook and our
increased unsecured lending. Equally our
CET1 continued to decline largely as a
result of the losses incurred in the year.
As we return to profitability and
rebalance lending growth we envisage
this stabilising.

While we continued to grow our customer
accounts we had a decrease in customer
satisfaction. During 2023 we will focus on
reversing this trend given its importance
in attracting and retaining customers.

Our colleague engagement score reached
a record high in 2022, up six points on
2021. Our diversity metrics remained
broadly flat year-on-year. D&l remains
important part of our culture and

during the year we launched our new

D&l strategy.

Alternative performance measures
Where a financial KPI is an alternative
performance measure a reconciliation
to the nearest statutory measure can

be found on pages 241 to 245.

Customer accounts (m)

2022 | Y]

2021 25]
2020 22]

How we define it
Number of active customer accounts.

Why it is important

Growing our customer accounts is key to our
franchise and validates that our approach is
working and that our proposition resonates
with customers.

Colleague engagement (s)
2022 |

2021 69|

2020 73]

How we define it
The result is taken from our annual Voice of the
Colleague survey.

Why it is important

Attracting and retaining talent is vital to
delivering superior service and preserving
our culture and therefore we want to ensure
colleagues enjoy working for us.

Customer satisfaction (%)

New account openings

202> |

2021 90|
2020 86|

Continuing relationships

202> [T

2021 42]
2020 45]

How we define it

Net promoter score for new account openings

and continuing customer relationships.

Why it is important

Our purpose is to create FANS and as such
ensuring strong ongoing levels of customer
satisfaction is important in measuring this.

Senior leadership diversity (%) (s)

Female

202> )

2021 43]
2020 38]

Black, Asian and minority ethnic (BAME)

202> |

2021 20]
2020 i

How we define it

Proportion of female/BAME colleagues amongst
our senior leadership team (ExCo and their
direct reports).

Why it is important

Ensuring diversity amongst our senior
management ensures we are representative

of the communities we serve and our colleagues
as a whole. This means we are more likely to
make decisions that are beneficial to all our
stakeholders and help us deliver on our strategy.
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Key performance indicators Continued

Strategic report Governance

Financial statements

Additional information

Statutory loss before tax (fFm)

2022 m

2021 [451)
2020 [(3114)

How we define it

Our earnings before tax as defined by International
Accounting Standards (IAS) and International Financial
Reporting Standards (IFRS).

Why it is important
Achieving sustainable profitability is the key financial
measure to demonstrate we are creating long-term value.

Underlying loss before tax (Fm)

2022 m

2021 [an3
2020 [@2718)

How we define it
Our statutory earnings adjusted for certain items that
distort year-on-year comparisons.

Why it is important

It provides further understanding of the underlying trends
in the business.

Total capital plus MREL ratio (%) (s)

202> [T

2021 205 |
2020 224

How we define it
Our total capital plus MREL expressed as a percentage
of RWAs.

Why it is important

While we measure capital at multiple levels our biggest
current constraints are at our total capital plus MREL level,
where we continue to operate within our capital buffers.

Cost of deposits (%)

2022 RS

2021 0.24
2020 0.65 ]

How we define it
Interest expense on customer deposits divided by the average
deposits from customers for the year.

Why it is important

Our ability to attract service-led core deposits is a component of
our business model with cost of deposits being a key determinant
in measuring this.

Cost of risk (%)

2022 R

2021 0.18
2020 0.86 |

How we define it
ECL expense divided by average gross loans for the year.

Why it is important
We seek to minimise our cost of risk, balanced with the
interest received, to ensure we are optimising our lending.

Statutory cost:income ratio (%)

202> [T

2021 153 |
2020 143 ]

How we define it
Total costs (excluding ECL expense) expressed as proportion
of total income.

Why it is important

Achieving tangible book growth involves achieving profitability
and therefore creating positive operating jaws is vital. Statutory
costiincome ratio is a useful metric in measuring this.

Return on tangible equity (%) o
2022 (0 |

2021 [(28)

2020 [@

How we define it
Earnings for the year divided by average tangible
shareholders’ equity (total equity less intangible assets).

Why it is important

This is the strategic output of our business model and how
we judge success.

Loan-to-deposit ratio (%)

202> | 7]

2021 75|
2020 75]

How we define it
Net loans and advances to customers expressed
as a percentage of total deposits.

Why it is important

As we seek to be a deposit funded bank, ensuring we
maintain an appropriate loan-to-deposit ratio is a key
measure in managing this.

Total shareholder return (%) (1)
2022 RO

2021 [(9%

2020 [(96)

How we define it
Total capital gains and dividends returned to investors over
a three-year rolling period.

Why it is important

We want to ensure shareholders are rewarded for their
continued investment in us.
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Finance review

Our performance in
2022 has improved
significantly from the
continued execution
of our strategy in a
changeable external
environment

James Hopkinson
Chief Financial Officer

Summary of the year

2022 was a significant year for Metro Bank
with continued momentum in financial
performance, marked by a return to
underlying profitability in the final quarter
of the year, and the continued execution
of our ambition to be the number one
community bank. We now have a clear
opportunity to deliver for our customers,
colleagues and shareholders and build
sustainable profitability in 2023

and beyond.

Underlying loss before tax for the year
reduced to £50.6 million down from £171.3
million in 2021 as a result of strong income
growth combined with continued tight
cost discipline. On a statutory basis losses
before tax reduced to £70.7 million

(2021: £245.1 million) as we continued to
put legacy issues, and their associated
remediation costs, behind us.

Underlying loss before tax (Em)

50
0
D 26
(50)
(61.3) (48.0)
(100) (88.4)
(110.0)
(150)

(200) (183.4)
HI20 H220 HI21  H221  HI22 H222

The economic backdrop remains uncertain
and during the year we recognised an

ECL expense of £39.9 million (2021:

£22.4 million). We continue to take a
prudent approach to origination and our
ECL reflect the quality of our lending.

Alongside this we remain deposit

funded with a loan-to-deposit ratio as

at 31 December 2022 of 82% (31 December
2021: 75%) and retain a strong liquidity
position.

While we continue to operate in capital
buffers we have remained above regulatory
minima throughout 2022. We have taken
active measures to protect our capital ratios
by constraining asset origination to around
replacement levels. This, combined with a
return to profitability has seen our capital
ratios start to stabilise in the fourth quarter.
At 31 December 2022 our CETT, Tier 1

and total capital plus MREL ratios were
10.3%, 10.3% and 17.7% respectively

(31 December 2021:12.6%, 12.6% and 20.5%).

Statutory and underlying results
Financial information in this report is
prepared on a statutory (taken from our
financial statements on pages 181 to 234)
and underlying basis (which we use to
assess performance on a management
basis). Further details on how we calculate
underlying performance, as well as our
other alternative performance measures
can be found on pages 241 to 245.
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Income statement

2022 2021 Change
£m £m %

Underlying net
interest income 404.2 295.7 37%
Underlying non-net
interest income 179 102.2 15%
Total underlying
income 5221 3979 31%
Underlying operating
expenses (532.8) (546.8) (3%)
ECL expense (39.9) (224) 78%
Underlying loss
before tax (50.6) (171.3) (70%)
Non-underlying items  (20.1) (73.8) (73%)
Statutory loss
before tax (70.7) (245.) (71%)
Income

Underlying net interest income rose by 37%
to £404.2 million (2021: £295.7 million),
driven by an increase in net interest margin
which rose 52 basis points (bps) to 1.92%
(2021: 1.40%). This was a result of active
management of the deposit base to
maintain our low cost of deposits,
continued balance sheet management
including growing our mortgage and
consumer finance books together with the
benefits of the higher Bank of England
base rates.

During the year our current account
balances increased 8% or £570 million while
we continued the managed reduction in
higher rate fixed-term accounts. The result
of these actions saw our cost of deposits
remain significantly below base rate at
0.20% (2021: 0.24%). Our business model
is service-led and is supported by a
compelling store proposition and this has
resulted in a cost of deposits significantly
below the majority of sector peers.

Non-interest income

Non-interest income growth has reflected
the normalisation of volumes following 2021
COVID-19 related restrictions. Underlying
non-interest income increased to £117.9
million (2021: £102.2 million), driven largely
by continued fee growth, in part by higher
customer transaction fees. This included

a 23% increase in income from customer
foreign currency transactions which rose
to £34.1 million from £27.7 million in 2021.

Service charges and other fee income also
increased, rising to £30.9 million from £25.5
million in 2021, as we continued to grow our
customer base and service their financial
needs. This is particularly the case for SMEs,
where we believe our service approach fills
a need which is largely underserved by the
wider market.

Safe deposit boxes income increased to
£16.5 million (2021: £15.1 million), with new
net box openings in existing stores
offsetting the loss from the net stores
reduction. Visits to safe deposit boxes

are now above pre-pandemic levels.
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Operating expenses

Additional information

Non-underlying items

2022 2021
Underlying cost:income ratio 102%  137%
Statutory costiincome ratio 106% 153%

Despite the rising inflation environment
through the year, underlying operating
expenses fell by 3% year-on-year to £532.8
million (2021: £546.8 million). This reduction
in costs, combined with rising income, saw
our underlying cost:income ratio improve
from 137% in 2021 to 102% in 2022.

People costs remain the largest component
of our cost base and during the year these
fell by 1% to £236.6 million (2021: £239.0
million). This is despite an average 5% salary
rise given to colleagues in March followed
by a further cost of living increase for all but
our most senior colleagues in December.

In addition to this our active management
of our underlying non-people related
expenses has resulted in a 4% year-on-year
reduction from £307.8 million to £296.2
million in these costs.

Inflation is still being felt across the UK.
Despite achieving lower costs in 2022 than
2021, we expect the broad inflationary
pressures in the economy will likely mean
our costs will increase in 2023 across
colleague and supplier costs.

Depreciation and amortisation charges fell
during in the year, reducing from £80.2
million to £77.0 million as the pace of our
investment slowed from the peak spending
set out as part of our transformation plan.

2022 2021 Change
£m £m %

Impairment and
write-off of property,
plant, equipment and
intangible assets (9.7) (24.9) (©1%)
Remediation costs (5.3) (45.9) (88%)
Transformation costs (3.3) (8.9 (63%)
Business acquisition
and integration costs - 2.4) n/a

Mortgage portfolio
sale - 8.3 n/a

Holding company

insertion costs (1.8) - n/a

Non-underlying items (20.1) (73.8) (73%)

Non-underlying costs continued to fall

as we closed out legacy issues and also
delivered functionality prioritised under
our transformation plan. This normalisation
in non-underlying costs aided in total
statutory operating expense falling from
£641.2 million in 2021 to £554.3 million

in 2022.

In 2022 we saw the conclusion of the OFAC
investigation into sanctions breaches, with
no financial penalty. In December, we also
settled with the FCA in respect of the 2019
RWA matters for £10 million, within the
range outlined last year and drawing this
matter to a close. We had recognised a
provision of £5 million in respect of this
matter during 2021, with the remainder
recognised within remediation costs during
the year.
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We have started to prepare for the
implementation of our holding company
which we are required to have in place by
June 2023. The related costs are being
treated as non-underlying due to their
one-off nature. This was the only new
non-underlying item during 2022.

Expected credit loss expense
ECL Coverage

Allowance ratio  NPL ratio
31 December 2022 £m % %
Retail mortgages 20 0.26% 1.45%
Consumer
lending 75 5.07% 3.38%
Commercial 92 2.21%  4.59%
Total lending 187 1.41%  2.65%
31 December 2021
Retail mortgages 19 0.28% 1.70%
Consumer
lending 42 472% 2.36%
Commercial 108 2.23% 6.75%
Total lending 169 1.36% 3.71%

Our ECL expense increased 78% during
2022 to £39.9 million (2021: £22.4 million).
This reflects both the uncertain economic
outlook and high inflationary environment
that has emerged during the year, as well
as increased consumer lending within our
asset mix.

The majority of the ECL charge was due

to a £33 million increase in consumer
impairments. The consumer coverage ratio
ended the year at 5.07% (31 December
2021: 4.72%) in line with our expectations
as these balances start to mature.

As we potentially enter a more challenging
phase of the credit cycle, we continue to
monitor our portfolio for early signs of
deterioration and where necessary take
proactive action to both support our

customers and ensure losses are minimised.

We continue to see very few early signs of
deterioration in our lending book with
non-performing loans (NPLSs) representing
2.65% of gross lending (31 December 2021:
3.71%), reflecting the resilient nature of our
balance sheet. Our mortgage portfolio is
well collateralised with average debt-to-
value (DTV) of 56% (31 December 2021:
55%) and our consumer portfolio is geared
towards prime customers with an average
borrower income for RateSetter loans in
2022 of £48,000.

Our new origination quality has remained
strong and mortgage applicant quality, as
measured through credit scorecards, has
remained stable over the course of 2022.
The proportion of new business with a
loan-to-value (LTV) over 80% has reduced
from 41% in 2021to 18% in 2022. In the
RateSetter loan portfolio the proportion of
higher rated credit scoring applicants has
increased during the year as has the

average income of customers for new loans.

This prudent lending approach should
mean that these customers are less
exposed to inflationary risks as the cost
of living increases.

The impact of high inflation, exacerbated by
the Russian invasion of Ukraine has led to
deterioration in the economic outlook
during the year. Within the retail mortgage
portfolio, this deterioration and the increase
in balances has contributed to a £1 million
increase in impairments held. Despite the
increases in provisions, the portfolio is well
placed to provide resilience in the face of
the economic outlook.

In the commercial portfolio we are actively
rolling off older balances, in particular

in the commercial real estate portfolio
where balances fell to £681 million as at

31 December 2022 from £837 million in
2021. Across the commercial book our
average DTV is 55% (31 December 2021:
57%) and we maintain appropriate
coverage ratios. The reduction in
commercial ECL allowance from

£108 million as at 31 December 2021

to £92 million as at year-end reflects the
continued repayment of balances combined
with the write-off of a number of
individually assessed impairments

on larger loans.

We continue to evolve our ECL models and
where necessary apply expert judgements
in the form of PMOs and PMAs to captured
emerging factors not captured by the
models. In the unsecured space this is aided
by the 12 years of credit data that came
with the acquisition of RateSetter. This has
seen the proportion of our expected credit
losses made up of PMOs and PMAs fall to
16% of as at 31 December 2022 down from
26% as at 31 December 2021.

Balance sheet

Lending

31 December

2022 2021 Change

£m £m %

Retail mortgages 7,649 6,723 14%
Consumer
lending 1,480 890 66%
Commercial 4,160 4,846 (14%)
Gross lending 13,289 12,459 7%
ECL allowance 87) (169) 1%
Net lending 13,102 12,290 7%

Net lending increased by 7% year-on-year
ending the year at £13,102 million

(31 December 2021: £12,290 million) with
retail mortgages continuing to form the
majority of lending at 58% of the portfolio
(31 December 2021: 54%). During the year
we received over £4 billion in mortgage
applications, up 182% on 2021. We
completed over £2.1 billion of mortgage
lending (up 178% year-on-year), making us
a top 20 mortgage lender.

Our retail mortgage portfolio continues to
be primarily focused on owner occupied
loans. These make up 72% of balances as
at 31 December 2022 (31 December 2021:
75%) with the remainder consisting of retail
buy-to-lets.
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As at 31 December 2022 10% of our retail
mortgages were variable rate (31 December
2021: 13%) with the remainder having an
weighted average life of 2.45 years before
they reprice (31 December 2021: 1.95 years).

We have continued to build our consumer
lending proposition so that, as at

31 December 2022, consumer lending
formed 11% of gross lending, up from 7% as
at 31 December 2021. As well as providing
greater risk-adjusted returns than some of
our historic lending, our unsecured personal
loans have relatively short lives, allowing us
to replace this lending more regularly as
interest rates rise.

Commercial balances fell 14% to £4,160
million (31 December 2021: £4,846 million)
reflecting active portfolio management
combined with the roll-off of COVID-19
related government-backed lending
balances. As at 31 December 2022
government-backed lending made up 37%
of our commercial term lending portfolio
(31 December 2021: 38%), the majority
consisting of amounts lent under the
Bounce Back Loan Scheme (BBLS). During
the year we claimed back £349 million
(2021: n/a) in respect of defaulted BBLS
loans. We continue to maximise recoveries
on these loans to minimise taxpayer losses,
and we received a green audit from the
British Business Bank during the year for
our collections and recovery activity.

Investment securities

In 2022 we took the opportunity
presented by rising gilt yields to redeploy
surplus cash balances into capital-efficient
treasury assets.

As a result of this combined with our
lending growth and the active reduction of
high-cost fixed deposits, cash and balances
at the Bank of England fell from £3,568
million at the end of 2021 to £1,956 million
as at 31 December 2022, with investment
securities rising to £5,914 million

(31 December 2021: £5,574 million).

Interest income earned on investment
securities during the year rose from
£23.2 million to £67.6 million.

Our investment securities remain high-
quality with 68% having a AAA credit rating
(31 December 2021: 73%). The remaining
investment securities are all AA- or higher,
the majority of which consists of UK gilts.
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Other assets

Intangible assets reduced 11% as the pace
of investment slowed, in line with our
transformation plan.

Property, plant and equipment balances
continued to fall as we retained our pause
on future store growth. This led to
depreciation charges for the year offsetting
the small level of additions in respect of the
Leicester store which opened at the start
of 2022 and the purchase of two freeholds
during the year. Over the course of our
transformation plan we have added

10 freehold and long-lease stores, with
these now making up 38% of our store
estate; providing us with greater

flexibility over these sites and reducing

our long-term liabilities.

Store ownership over transformation plan

4 76

=
S) ©n  En

75

55 47

31 December
2022

1January Openings Closures Freehold
2020 purchase

© Leasehold @ Freehold and long-leasehold

Additional information

Deposits

31 December

2022 2021 Change

£m £m %

Retail customer
(excluding retail
partnerships) 5,797 6,713 (14%)
Retail partnership 1,949 1,814 7%
Commercial
customers
(excluding SMEs) 3,188 3,157 1%
SMEs 5,080 4,764 7%
Total customer
deposits 16,014 16,448 (3%)
Of which:
Demand: current
accounts 7,888 7,318 8%
Demand: savings
accounts 7,501 7,684 (2%)
Fixed term:
savings accounts 625 1,446 (57%)

Deposit balances fell 3% year-on-year to
£16,014 million (31 December 2021: £16,448
million) as we continued to allow fixed rate
balances to roll-off while continuing to
acquire more business and personal current
accounts during the year.

As at 31 December 2022 current accounts
made up 49% of deposits (31 December
2021: 44%). This aided in our cost of
deposits falling from 0.24% to 0.20%. The
base rates rises during the year have seen
our interest expense on savings accounts
increase, albeit at a lower rate than the base
rate increases, reflecting the quality of our
deposits and the value of our model.
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Wholesale funding and liquidity

We remain largely deposit funded with a
loan-to-deposit ratio as at 31 December
2022 of 82% (31 December 2021: 75%).

Alongside our deposit base we continue to
utilise wholesale funding in the form of the
Bank of England’s Term Funding Scheme
with additional incentives for SMEs
(TFSME). The cost of this funding is linked
directly to the base rate and therefore has
risen from £4.0 million in 2021to £55.5
million in 2022. Despite this increase, it
remains an additional stable cost of funding
and is accretive to net interest income. Our
TFSME drawdowns will start to mature in
2024 and continue through until 2027.

Lease liabilities

Reconciliation from lease liabilities to minimum
lease payments (£’m)

149
Lease Impact of  Lease payments Minimum
liability discounting outside of lease

minimum term  payments
Minimum lease
payments as at
31December 2022
£m
Within one year 24
One to five years 88
Five to 10 years 92
Over 10 years 80

Lease liabilities fell by 8% during the year
to £248 million as at 31 December 2022

(31 December 2021: £269 million) reflecting
the continued pay down of our leases,
combined with the freehold purchases in
the year as well as the surrendering of the
lease on one of the sites we closed.

Our leases have an average remaining
minimum term of 11 years, with the majority
of our minimum lease payments falling
within the next 10 years, meaning as our
estate matures our lease liabilities will
continue to decrease.

Taxation

We recognised a statutory tax charge of
£2.0 million (2021: charge of £3.1 million).
The small tax charge results primarily from
current year losses for which no deferred
tax asset is being recognised as well

as statutory loss being adjusted for
non-deductible expenses.

We have a total of £859 million of brought
forward tax losses on which we are not
recognising a deferred tax asset of £215
million. We expect to re-recognise these
assets on the balance sheet in the coming
years as we establish a track record of
sustainable profitability. The fact we are not
currently recognising these tax losses does
not limit our ability to utilise them and there
is no time limit beyond which they expire.

In 2022 we made a total tax contribution of
£143.7 million (2021: £152.5 million) made
up of £76.0 million (2021: £91.6 million)
taxes we paid and a further £67.7 million
(2021: £60.9 million) of taxes we collected.
Further details can be found on page 41.

Liquidity

Our liquidity position continues to be strong
and we continue to hold large amounts of
high-quality liquid assets which totalled
£4,976 million as at 31 December 2022

(31 December 2021: £6,754 million).

We ended the year with a liquidity coverage
ratio of 213% (31 December 2021: 281%)

and a net stable funding ratio of 134%

(31 December 2021: n/a), both significantly
ahead of requirements.

Capital

Overview

We ended the year with CET1, Tier 1and
total capital plus MREL ratios of 10.3%,
10.3% and 17.7% respectively (31 December
2021:12.6%, 12.6% and 20.5%).

2022 2021 Change
£m £m %

CET1 capital 819 936 (13%)
RWAs 7,990 7,454 7%
CET1ratio 10.3% 12.6% (230bps)
Total regulatory
capital ratio 13.4% 15.9% (250bps)
Total regulatory
capital plus MREL
ratio 17.7%  20.5% (280bps)
UK regulatory
leverage ratio 4.2% 5.2% (100bps)

We continue to operate in capital buffers
although we remained above regulatory
minima throughout 2022 and our return
to profitability combined with constraining
lending growth should see us return to
steady capital generation.

We remain engaged with the PRA in
respect of our capital position as well as in
relation to our IRB application, starting with
our residential mortgage portfolio, which
we continue to progress.

Capital requirements

Minimum requirement
including buffers'
31 December 2022

CET1 8.3%
Tier 1 9.9%
Total Capital plus MREL 20.5%

1. Excluding any confidential buffer, where applicable.

Our capital requirement reduced during
the year following the decision in June by
the PRA to reduce our Pillar 2A capital
requirement from 1.11% to 0.50% and the
Bank of England agreeing that our binding
MREL requirement applicable from 27 June
2022 would be equal to the lower of:

* 18% of RWAs.
* Two times the sum of our Pillar Tand
Pillar 2A.

In December the PRA confirmed a further
reduction to our Pillar 2A capital
requirement from 0.50% to 0.36% effective
from 1 January 2023, meaning that our
MREL requirement (excluding buffers)
reduced further to 16.7%.
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Capital movements

Total regulatory
capital + MREL
ratio

1January 2022 20.5%
Lending volume & mix (1.5%)
Software add-back reversal (0.8%)
Profit & loss account ex-ECL (0.4%)
Profit & loss account ECL (0.5%)
Intangibles and other 0.4%
31 December 2022 17.7%

On 1January 2022 software assets reverted
to being fully deducted from capital,
reducing our CET1and MREL ratios by 0.8%
and 0.7% respectively.

At the same time the original IFRS 9
‘Financial Instruments’ transitional relief was
reduced from 50% to 25% along with the
COVID-19 transitional relief which moved
from 100% to 75%, reducing CET1and
MREL by 0.3%. A further 25% reduction in
the transitional reliefs occurred on 1 January
2023, leading a further reduction in our
CET1and MREL ratios of 0.4% and 0.3%
respectively.

RWAs ended the period at £7,990 million
up 7% from £7,454 million at 31 December
2021, reflecting our lending growth and
change in asset mix during the year.

Holding company

We are working to implement our holding
company (Metro Bank Holdings PLC) as
part of our end-state MREL requirements.
This will be in place by June 2023.

Upon implementation of the holding
company the Bank of England’s Resolution
Directorate has agreed to provide a
temporary, time-limited, adjustment for our
Tier 2 Notes. This will see them continue to
contribute to our MREL requirements up
until 26 June 2025, although they will
continue to be held by Metro Bank PLC.

Our Tier 2 Notes have a one-time call date
in June 2023 and, given the adjustment we
do not expect to exercise the call provision,
unless it would be economically rational to
do so. By not calling these notes their Tier 2
eligibility amortises at a rate of 20%

per year.

In line with its conditions of issue, our
existing MREL Notes will ‘flip up’ to

Metro Bank Holdings PLC and be ‘back-to-
backed’ by internal MREL issued down to

Metro Bank PLC, which will remain our main

operating company.

Other than owning Metro Bank PLC, being
the new listed entity and holding our
external capital, Metro Bank Holdings PLC
will undertake limited activities.
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Looking ahead

2022 has been a year of clear progress
as our turnaround plan completed. | am
delighted to have joined the Metro Bank
team as we build on the hard work of the
past three years.

From my first few months in the role | can
see clearly that the Metro Bank model
works. Our customer service focused model
is ideally suited to a normalised rate
environment, and with the acquisition of
RateSetter we now have the asset flexibility
to generate yield if interest rates fall again.

As we focus on our next set of strategic
priorities our attention will be serving the
needs of our customers, while continuing
to optimise our balance sheet to both build
and maximise our return on regulatory
capital, and maintain our prudent approach
to liquidity management.

Alongside this will be a renewed emphasis
on achieving responsible and sustainable
profitable growth through building front-
book yields, carefully controlling deposit
pricing and adopting a disciplined approach
to managing the inflationary pressures

in our cost base.

Although we will continue to operate within
our capital buffers in the short-term, our
return to profitability and our disciplined
approach to asset origination will see us
protect our capital ratios and position

us for future growth, both of which will

be important factors in allowing us to
ultimately restore our capital levels back
above buffers.

Additional information

Aiding our delivery of this will be our
continued investments in infrastructure.
This includes preparing for the proposed
enhancements to internal control
requirements under the revised UK
Corporate Governance Code which will see
us continue to invest in our controls both
within finance and across the Bank, building
on the work that has already been
undertaken over the past few years.

We remain cautious in our outlook, given
the political and economic uncertainty,
however, we believe the Bank is in a good
place to be able to respond to any further
headwinds in the form of market volatility
or economic downturn.

James Hopkinson
Chief Financial Officer
15 March 2023



28 Metro Bank PLC Annual Report and Accounts 2022

Environmental, social and governance review

Our ambition to be the
numlber one community
bank goes hand in hand
with acting sustainably and
responsibly towards our
customers, our communities,
our colleagues and

our environment.

We were founded to be a different kind of
bank - a bank with the community at its heart,
built around colleagues delivering fantastic
customer service.

As we have grown, we have incorporated
environmental, social and governance (ESG)
priorities into our business to ensure we
continue to build it in the right way. In doing
this, we are committed to being open and
transparent about what we are doing and why.

This approach has seen us become known as a
bank that embraces diversity and champions
inclusivity; a bank that values sustainability
and acts responsibly towards the environment;
a bank that makes a positive difference
through the local colleagues we employ, the
local businesses we work with and the local
causes we support. A bank that simply aims

to do the right thing by our stakeholders.

Non-financial information
This statement is prepared in compliance with sections 414CA and 414CB of the Companies Act 2006 and explains
where you can find further information about how we do the right thing in relation to our customers, communities,

colleagues and the environment. A description of our business model and strategy, as well as the non-financial KPIs
relevant to our business can be found on pages 15 to 21.

Reporting requirement

Where to find further information for an

understanding of our business and our impacts,
including outcomes of our activities

Relevant policies and standards that govern
our approach (please see policy list on pages
30 to 31 for a description of each policy)

Environmental Page 42 - Our planet. + Climate pledges.

Page 43 - Task Force on Climate-related * Supplier management.
matters Financial Disclosures. « Business and commercial lending.
Colleagues Page 35 - Our colleagues. « Diversity and inclusion.

Page 37 - Gender pay gap.
Page 115 -Letter from the Designated Non-

Executive Director for Colleague Engagement.

Page 148 - Annual report on remuneration.

Recruitment and selection.
Health and safety.
Whistleblowing.

Conflicts of interest.

Social matters

Page 32 - Our FANS and communities.
Page 39 - Data privacy and security.
Page 41 - Governance and reliance.
Page 42 - Our planet.

Climate pledges.

Supplier management.

Business and commercial lending.
Vulnerable customers.

Data protection.

Anti-tax evasion.

Anti-money laundering/counter terrorist
financing.

Business continuity.

Complaints.

Human rights

Page 40 - Our suppliers.

Modern slavery.
Outsourcing.
Diversity and inclusion.

Anti-bribery
and corruption

Page 41 - Governance and reliance.
Page 97 - Financial crime risk.

Anti-bribery and corruption.
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Our environmental, social and
governance priorities

The Board and ExCo have oversight of our
strategy and priorities. They are supported
by a new internal ESG structure which
became operational in 2022, including an
ExCo-level ESG Steering Committee which
coordinates all our ESG activities.

In Q12022 we completed a review of our
approach towards current and emerging
ESG issues. To obtain deeper understanding
of our external and internal stakeholders’
views regarding the importance of

ESG issues we undertook a materiality
assessment, which was carried out using
the Global Reporting Initiative approach.

Extensive research identified a longlist
of ESG issues, which was consolidated
to a shortlist of 19 issues that we believe
are most important to our stakeholders.
We asked stakeholders to rank the

19 issues, and we mapped the results
against six overarching priority themes.

The diagram on the right of this page shows
the outcome of the stakeholder ranking
exercise, with the shortlisted issues mapped
against the six priority themes.

We continued to take account of the
results of the materiality assessment in our
considerations of ESG issues throughout
2022. Each of the six priority themes is
discussed in detail in the pages that follow.
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Additional information

090
Our FANS and communities

a
=0
2 our colleagues

Data privacy and security

Turning customers and the communities
we serve into FANS is central to
everything we do.

Topics identified via materiality assessment:

« Customer service and experience -
creating FANS.
« Financial inclusion, literacy and education.
¢ Supporting vulnerable customers.
« Community engagement, investment
and fundraising.

on pages 32

We are committed to an AMAZEING
colleague experience, based on an
inclusive culture.

Topics identified via materiality assessment:

* Colleague attraction training and
development.

* Colleague engagement, health, safety
and wellbeing.

« Diversity, equality and inclusion.

on pages 35

We continue to assess evolve and mature
our data privacy and cyber security
capabilities.

Topics identified via materiality assessment:

» Data privacy and cyber security.
* Financial crime and fraud.

Our suppliers

@ Governance and resilience

@ Our planet

We work with suppliers who uphold our
values and actively assess and monitor
the controls they put in place.

Topics identified via materiality assessment:

¢ Supply chain engagement and responsible
procurement.

¢ Human rights and modern slavery.

« Anti-bribery and corruption.

Good governance, compliance and
risk management practices make sure
we remain a sustainable, strong and
resilient business.

Topics identified via materiality assessment:

* Good governance practices.
* Ethics and compliance.
* Risk management and business resilience.

We are taking the actions required to make
positive changes and reduce our impact
on the environment.

Topics identified via materiality assessment:

* Climate change.

« Operational environmental efficiency.

* Responsible investment and stewardship.
« Sustainable product innovation.
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Policy list

Our FANS and communities
Our colleagues

Data privacy and security
Our suppliers

Governance and resilience

00000

Our planet

Description ESG priorities

Vulnerable customer

The policy sets out our approach to identifying and interacting with vulnerable customers to ensure we deliver fair
customer outcomes.

00

Lending and arrears management
policies (including retail, business

& commercial lending)

These policies set our approach to making lending decisions in a structured, consistent and fair way that is compliant with all
relevant regulatory requirements. They define the way we safeguard both our FANS and the Bank in pursuit of our goals and
how we support our customers during periods of financial difficulty.

Anti-money laundering/ The policy sets out the systems and controls to identify, assess, monitor and manage financial crime risks and the procedures 0006

Counter terrorist financing in place to assess their effectiveness.

Diversity and inclusion The policy means that we treat our colleagues fairly. It sets out our commitment to having a diverse workforce which reflects (1Y 2)
our customer base and to employment policies which follow best practice, based on equal opportunities for all colleagues.

Recruitment and selection The policy relates to all recruitment-related activities and is relevant for all colleagues and any third-party recruitment (2]
partners. The policy outlines responsibilities for hiring aligned to our Company objectives/ethos and in accordance with the
relevant legislation and regulation.

Health and safety The policy protects our customers and colleagues. It recognises our statutory duties and responsibilities under the relevant 00

Health and Safety and Welfare legislation.

Physical security

The policy protects our customers and colleagues. It defines the measures to protect Metro Bank premises security threats
and to ensure the personal safety and security of all customers, colleagues and visitors.

00

Whistleblowing

The policy encourages colleagues to disclose information, in good faith and without fear of unfair treatment, when they
suspect any illegal or unethical conduct or wrongdoing affecting the Bank.

00

Anti-bribery and corruption

The policy outlines our approach to managing the risk of bribery and corruption and to ensure we conduct business in an
honest and ethical way, with a zero-tolerance approach to bribery and corruption.

00

Conflicts of interest

The policy provides consistent practical guidance to all relevant parties in relation to the identification, recording and
maintenance of actual and perceived conflicts of interest.

00

Anti-tax evasion

The policy sets out our zero-tolerance approach to tax evasion.

00

Business continuity

The policy makes sure we are able to continue delivering services to our customers at acceptable levels if something o 9
unexpected were to happen. It addresses impacts to the continuity of critical business activities in the case of man-made
disasters, natural disasters or other material events.

000
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Description ESG priorities

Data governance The policy sets out our objectives and expectations in managing data and data governance practices. It makes sure that Q 9 9 e
data is managed, governed, accessed, protected, utilised and disclosed appropriately. It also focuses on the quality of key
data elements and their ongoing maintenance.

Data protection The policy is in place to ensure that the Bank is complying with its data protection obligations and has the adequate level Q 9 9 e
of data protection as prescribed by the General Data Protection Regulation.

Supplier management The policy ensures that when we rely on an external supplier for key processes and activities, we take the reasonable steps 00060
to identify, monitor and mitigate the external supplier risks.

Modern slavery The policy describes our approach towards preventing slavery, servitude, forced and compulsory labour and human 00
trafficking in any of our operations or at any of our suppliers and, through them, our supply chains.

Records management The policy sets out Metro Bank’s objectives and expectations for managing records responsibly and efficiently from creation 006006
to disposal, complying with legal and regulatory obligations.

Complaints The policy sets the way in which customer complaints are handled promptly and effectively, with a focus on fair outcomes 00
for our customers and meeting our regulatory obligations when things go wrong.

Information security The policy sets objectives, expectations, roles and responsibilities and requirements for protecting Metro Bank and e e
customer information.

Conflicts of interest The policy looks to provide consistent and practical guidance in relation to the identification of actual and perceived 0006
conflicts of interest to limit the Banks’ exposure to: regulatory action, loss of revenue, damage to reputation, poor customer
outcomes and/or legal action against the Bank.

Sanctions The policy sets the requirements and approach to managing financial sanctions risks in compliance with applicable sanctions o e
regimes including the prevention, detection and investigation of potential sanctions evasion.

Fraud The policy sets a consistent approach to the deterrence, detection and prevention of internal and external fraud. o Q e

Product governance The policy sets requirements to ensure products and services are developed to address customer needs, have a defined 00
target market, are designed to deliver good customer outcomes and are understood by customers.
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Our FANS and
communities

Service quality

Turning customers and the communities
we serve into FANS has always been at the
heart of everything we do. Since our launch
in 2010, we have been unwavering in our
commitment to great customer service,

as demonstrated repeatedly in the CMA’s
Service Quality Surveys where, for the tenth
time running, we're ranked number one
high street bank for overall service quality
for personal current accounts - plus we are
the highest rated high street bank for our
personal and business service in stores

and business service centres.

Our FANS help shape our products

and services

We channel feedback from our Voice of the
Customer surveys back into our product
and service development processes,
ensuring we meet customer needs.

New features we launched in 2022 included
information on credit scores and ways
customers can improve their score, digital
customer self-service (for example, to
change a registered email address or
activate a new bank card), and extra
support when logging into online banking.

Grand Opening of our store
in Leicester

In February 2022 we opened our newest
store in the centre of Leicester, delivering
our renowned Metro Bank service, from
early until late, seven days per week

to people and businesses across the
local community.

The store’s Grand Opening was a
Metro Bank-style two-day celebration
with local residents and businesses
that featured a performance by a local
Dhol drummer group, face painting
for children and free hot drinks for

the local community.

The ribbon was cut by the Lord Mayor
of Leicester and Metro Bank super FAN
Oliver Benghiat, who set himself a
challenge to visit every Metro Bank
store by his 13th birthday.

We are proud to have been awarded Bank
Mortgage Provider of the Year at the
MoneyAge Mortgage Awards; Business
Leader Intermediary Lender at The British
Mortgage Awards; and the ‘Treating
Customers Fairly’ Champion award for our
RateSetter team at the British Bank Awards,
voted by customers.

Making every wrong right

An essential part of delivering AMAZEING
service is doing our best to make every
wrong right and resolving complaints
quickly. Our latest customer complaints
data is published on our welbsite at:
metrobankonline.co.uk/help-and-support/
forms/give-us-feedback/complaints-data.

Cost of living

To help our customers navigate cost of
living pressures, we launched a new online
hub that centralises information about the
support we offer, provides money tips from
an independent personal finance journalist,
and signposts a number of specialist
organisations that can help.



33 Metro Bank PLC Annual Report and Accounts 2022

Environmental, social and governance review

Continued

Our colleagues, customers
and communities raised
more than £194,000 for
good causes in 2022

Vulnerable customers

The cost of living crisis is particularly
challenging for vulnerable customers.

To ensure we are able to provide the right
support we have delivered training to all
colleagues and across our frontline teams,
including specific training on financial abuse
and on the non-financial impacts that loan
arrears have on customers. In addition, we
are proactively contacting customers who
may need extra support or are at risk of
falling into arrears. Our specialist team
helping customers experiencing financial
difficulty can tailor support to their
individual circumstances.

In 2022 we enhanced our understanding of
vulnerable customers’ needs in order to
identify where further improvements to our
product and service provisions can be
made. We created a new website hub for
customers who require extra support,
offering guidance on issues such as third
party account access, avoiding scams and
financial abuse, and how to access specialist
money support. We also delivered
enhancements to make it easier for
customers to bank with us including

Relay UK - a free, easy to use service to
help hearing and speech impaired people
communicate over the phone.

Ukrainian refugees

We supported the Government’s Homes for
Ukraine and Ukraine Family schemes by
amending our account opening procedures
for Ukrainian refugees entering the UK
under the schemes. In addition, we ensured
that our mortgage customers are able to
accommodate Ukrainian families in their
homes, should they choose to do so.

Money Zone: helping
children improve their
financial literacy

Money Zone is a programme of free
financial education lessons we offer
to school children and young adult
care leavers, both virtually and via
our stores.

The programme for school children
links to the Government’s curriculum
guidelines for Key Stages 2 and 3 and
comprises four sessions: budgeting,
saving, banking plus a visit to the local
Metro Bank store. The in-store session
gives children a behind-the-scenes
look at the bank, including the vault,
plus the opportunity to try out our
Magic Money Machines which
automatically count and deposit
loose coins.

Strategic report

Governance Financial statements

Volunteering

Colleagues dedicated more than 4,000
hours of their time to volunteer in support
of local good causes in 2022. This is an
increase of 60% compared to 2021, during
which our volunteering activity was
impacted by COVID-19 restrictions.

Additional information

Fundraising

In 2022 our colleagues, customers and
local communities raised the fantastic
total of £194,000 for local, national

and international good causes through
sponsorship, activities and events, and via
the Magic Money Machines in our stores.
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People-people banking in action

Helping small businesses
manage their cash flow

It’s widely recognised that small
businesses are the backbone of the
UK'’s economy and they are also an
essential part of the fabric of our
local communities. As a community
bank, Metro Bank is known for our
relationship-based approach to
business banking.

The development in 2022 of our
market-leading Enhanced Business
Overdraft is truly a game-changer
for businesses - it’s an innovative

facility available to all our business
customers that provides a handy
cushion to help manage cash flow.

We have combined the best
features of technology with our
relationship-based approach to
offer an in-app or in-store
application process that only takes a
few minutes, with instant eligibility
checking and funds up to £60,000
available the same day.

Laura Shields
Local Business Manager

Financial education

Since our launch we have always
championed financial literacy for kids.
Specially trained colleagues in all our
stores deliver our free financial education
programme, Money Zone, to local schools
and children’s clubs. In 2022 we began work
to extend the Money Zone programme
beyond schools, in response to the wider
needs in our communities. Our ambition
is for further expansion in 2023, assisting
young adults in sixth forms and colleges.

This year we also became a signatory to the
National Literacy Trust’s Vision for Literacy
Business Pledge, which aims to improve
literacy and boost social mobility. Several
of our store teams are helping raise literacy
levels in their local communities.

Care leavers

As a supporter of the Care Leaver
Covenant, to assist care leavers live
independently we have made changes

to our account opening and recruitment
processes. In the autumn, we also
re-designed, piloted and rolled out our
virtual Money Zone programme to young
adult care leavers.

Armed forces

We are committed to the Armed Forces
Covenant and we achieved the Gold
Award in July 2021. In 2022 we hired four
ex-services colleagues and held numerous
webinars over the year supporting

service leavers.

Our focus remains integrating within the
armed forces community and central to this
is delivering our Money Zone programme in
military schools and engaging with armed
forces bases through our ‘Bank at Work’
initiative that brings banking directly

into workplaces to boost accessibility.

Backing female-led businesses

As a founding signatory to the Investing

in Women Code, and recognising that as

a community bank we can be a catalyst
for unlocking the economic potential of
female entrepreneurs, in 2022 we hosted
networking events for more than 350
female business leaders across nine of our
stores. We plan to build on this in 2023.
We are also using the digital display screens
in all our stores to highlight our support for
female entrepreneurs.

Supporting local businesses

In March 2022 we launched our enhanced
business overdraft to help our business
customers with their short-term cash flow
and working capital needs. Accessed
in-store, via phone or on our App, delivering
a market-leading customer experience and
taking only ten minutes to apply for an
overdraft of up to £60,000, we have

been bowled over by its popularity.

Our relationship-based approach to
business banking sets us apart from other
banks and reflects our community banking
ethos. Every one of our stores has one or
more Local Business Manager(s) whose role
is specifically to provide support, guidance
and deliver exceptional service to
businesses in the local community.

Alongside this we host regular in-store
business events. These help local
businesses build their own community
networks and aid in the development
of the local economy.

Helping local business
communities succeed
and grow

In September 2022, our Birmingham
store hosted an event for local
manufacturers in partnership with

an independent professional business
advice firm, the University of
Birmingham’s AMTECCA programme
and Made Smarter.

The event was aimed at small and
medium-sized manufacturers in the
Greater Birmingham area that are
seeking to grow. Information was
provided on a range of topics
including better banking, taxation,
plus the latest technology and
grants available for manufacturers.

The store also hosts the bi-weekly
Birmingham Central Breakfast
Networking Group, where local
business professionals meet to
connect, build relationships and help
one another grow their businesses.
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N Health and wellbeing
—_ 0 Colleague wellbeing remains a key priority.
- N Colleagues have access to a wide range of

tools to support wellbeing including our
Employee Assistance Programme, Mental
ou r COI Ieag ues Health First Aiders, support through our

health partner Vitality and the Bank
Workers Charity. Colleagues inspire each
other with articles and blogs, which are
shared on a weekly basis. This is in addition
to training and awareness sessions and
online support materials. We also offer
flexible working options, including our
recently introduced four-day and weekend
only shifts in our stores.

Award winning people-people
Colleague engagement and wellbeing are
at the heart of our culture. We want every
colleague to be a fan of Metro Bank, so that
they enthusiastically make FANS of our
customers. We were delighted to be named
in Newsweek’s top ten Most Loved

Workplaces UK 2022 and to achieve Leaders in diversity and inclusion
our best ever engagement results in our We are proud that our workforce reflects
annual Voice of the Co“eague survey. the communities we Operate in. We want

. . every colleague to feel that they belong, are J 1
Recognition and celebration included and valued. Our commitment to
We relaunched our colleague recognition being a leader in D&I helps us to bring out Our 2022 AMAZE Awards celebrated everything that is AMAZEING about
approach and saw a 110% increase in the best in our colleagues, attract new our colleagues and recognised outstanding service delivered to our customers
colleagues thanking each other and talent, thrive as a business and ultimately and communities.
celebrating amazing work. 2022 also saw create more FANS. It’s the reason we were
the return of our fabulous AMAZE Awards, named as a top ten inclusive company at

which recognised particularly outstanding  pa British LGBT Awards 2022, nominated 2022 was a milestone year with the launch “

work across categories including for Company of the Year at the European of our new D&l strategy. This built on

community champion, one team Diversity Awards and a finalist at the the strong foundations we had already

(for collaborative working), hidden British Recruitment Awards. established and set ambitions to boost We were delighted
hero, colleague inclusion network our culture and positively differentiate our

to be named in the

and AMAZEING leader. D&l has always been an important part colleague experience. These ambitions
of our AMAZEING culture and we have form the three pillars of our strategy: tOp ten Most Loved
worked hard to elevate our position as
an employer of choice. e Connection and community. Workplaces UK

* Equity for all.
¢ Inclusive culture.
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Connection and community

As a community bank, we believe it is
essential that our team represents the
diverse communities we serve. This year
65% of our apprentices come from the most
deprived communities in England.

We offer all colleagues a paid ‘Day to
AMAZE’, to spend time volunteering in their
local community or working with charities.
The number of colleagues taking up this
opportunity increased by 75% in 2022

with the number of hours of volunteering
increasing as already mentioned.

Our Money Zone financial education
programme is also an important element
of our connection with local communities
as described above.

Growing capability and careers

We want colleagues to feel that their career
is as important to us as it is to them. Our
Voice of the Colleague survey scores show
that we’re well on the way to achieving
that. We saw an eight point increase in
perception around ability to learn and grow
and this has trended upwards over the past
three years.

During 2022, we hired and trained more
than 1,500 colleagues due in part to an
increase in internal promotions and new
roles. We also won Best Onboarding
Activity at the British Recruitment Awards
for the work that we did in partnership
with our contact centres.

Working closely with subject matter experts
from across the business, we’ve created
more than 150 new learning items, ranging
across topics such as risk, leadership and
culture, plus a two-week Agile-working
festival attended by 800 colleagues.

Our technical training was further
strengthened by a partnership with Gol,
an external learning provider, and we are
piloting this additional offer to further
develop technical capability within risk,
consumer finance, IT and people teams.

Internal mobility and apprentices

We promoted over 600 colleagues during
the year. This included three promotions
to ExCo. 18% of promotions were moves
from customer facing areas into to
corporate functions and 42% were
colleagues of Black, Asian or minority
ethnicity. Colleagues tell us they feel that
regardless of background, everyone has
an equal opportunity to succeed.

Our Voice of the Colleague survey score for
this has increased to eight points above the
global benchmark.

Our internal talent programmes have
developed 34 colleagues for promotion
to Local Directors and Business Managers.

We run a Level 2 and 3 Financial Services
Customer Advisor Apprenticeship
Programme to support people starting a
career in banking and have 41 colleagues
across the two programmes. We are proud
that in 2022 our apprenticeship programme
achieved an overall effectiveness rating

of good from Ofsted.

We offer all our customer-facing colleagues
the opportunity to gain a Chartered Banker
Institute professional qualification.

We promoted over
600 colleagues
during the year

People-people banking in action

A simply FANtastic place
to work

I’'m so proud to work for a company
with such a strong, positive and
inclusive culture where everyone
feels valued, where colleagues,
customers and community are

at the heart of everything we do.

We're thrilled to be ranked 7th in
the Newsweek list of the UK’s top
100 Most Loved Workplaces®.

Metro Bank is the only UK high
street bank to feature in the top 100.
The fact that the ranking is based on

colleague feedback, with more than
1.4 million people surveyed, makes
it all the more meaningful.

As Newsweek themselves said,
“Talk about valuing your employees.
Metro Bank filled 40 per cent of all
vacancies with internal candidates.
The company also offers
opportunities for personal
development: The ‘Days to Amaze’
programme encourages employees
to contribute to their greater
community”.

Swati Modha
Head of People Partners
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Within our corporate functions, 43
colleagues started new apprenticeships,
these now include professional
qualifications in HR, Finance, Marketing
and Facilities. Ten of these colleagues

are completing accountancy or taxation
qualifications through Level 7 Professional
apprenticeships.

Our Masters-level apprenticeship for senior
banking professionals, run in partnership
with Cranfield School of Management, saw
12 colleagues graduate with an MSc in Retail
and Digital Banking in 2022 and a further
14 colleagues started this programme

in October 2022.

Voice of the Colleague

It’s our third annual survey using a new
robust approach to measuring
colleague engagement, and our
strongest results yet.

¢ Our overall measure of engagement,
“How happy are you working at
Metro Bank?”, saw a six point
improvement and meets the
global benchmark.

* Every question scored either
better or the same as the 2021 results,
and 95% of scores exceeded external
benchmarks.

¢ Colleagues would also recommend
Metro Bank as a great place to
work, and this was one of our
strongest scores.

Developing leaders

Our Voice of the Colleague engagement
survey results show confidence in our
senior leadership population, with a
six-point increase year on year. Colleagues
also tell us that they feel cared for
(increased by five points) and have regular
conversions about their performance
(current score of 81, and one of our top
five questions).

In 2022 we defined a clear set of leadership
behaviours, aligned with our cultural values,
that bring to life what leadership means

at every level of the organisation.

Nearly 80 colleagues graduated from our
Learning to Lead programme in 2022 and
we also launched a speaker series for senior
leaders to provide an external perspective,
as well as build greater connection within
our hybrid working environment.

Rewards, benefits and supporting

cost of living

Our simple reward principles support
colleagues to fulfil their potential and
provide the best service to our customers,
rewarding the right behaviours and
outcomes, focusing on long term growth
and discouraging unnecessary risk-taking.

During the year we enhanced our benefits
offering, including giving our colleagues
access to retail discounts. The Board also
approved a one-off pay increase for all but
our most senior colleagues in the light of
the cost-of-living challenges. Further details
on our approach to remuneration can be
found in the Annual report on remuneration
on pages 148 to 165.

Strategic report
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Gender pay gap

We are pleased to be making good
progress in reducing our gender pay gap,
on both a mean and median basis. Our
gender pay gap is due to a lower proportion
of women in senior positions which causes
lower average levels of pay compared

to the male population.

This is common within finan