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Shawbrook in numbers

Deep expertise in a broad range
of carefully selected markets,
allowing us to continue to
deliver sustainable growth

Combining technology and data
with human talent and judgement
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Continued profitability
through growing and
engaged customer base
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Talented and experienced
colleagues working towards
an ambitious vision

Important disclaimer

Certain information contained in this Interim Financial Report, including any information as to the Group's strategy, market position, plans, or future financial

or operating performance, constitutes ‘forward-looking statements’. Such forward-looking statements are made bosed upon the expectations and beliefs of

the Group's Directors concerning future events impacting the Group, including numerous assumptions regarding the Group's present and future business strategies
and the environment in which it will operate going forward, which may prove to be inaccurate. As such, the forward-looking statements contained in this Interim
Financial Report involve known and unknown ris nd uncertaointies, which may cause the actual results, performance or ochievements of the Group or industry
rasults to be materially different from any future results, performance or achisvements expressed or implied by such forward-looking statements,
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We are a specialist bank. Driven by
our purpose, to power up ingenuity
to create opportunity, we support
real estate professionals, SMEs and
consumers with their pressing and
often complex funding needs.

We use our 'best of both' proposition, combining great
technology and human ingenuity to understand our customers'
individual requirements and deliver the right finance solutions
seamlessly and at scale.

We embrace a multi-channel distribution model which, coupled
with our sophisticated approach to risk management and our
digital capabilities, means we can act nimbly and resourcefully
to meet the evolving needs of our customers.

Our inclusive culture is one that fosters creativity and
pragmatism, and we continue to build on our track record of
innovation and strong returns to grow carefully across a diverse
range of specialist customer segments.



Interim Stotemeant Interim

Managemant Interinm of Directors’ Indepandent Financial Other
Report Risk Report Responsibilities Review Report Statements information
Highlights
Shawbrook Group ple (‘Shawbrook' or the *Group’) today announces its interim results for the six months ended 30 June 2023,
Financial highlights Strategic highlights
= Loan book grew to £11.9 billion' as at 30 June 2023 = Completed the acquisition of Bluestone Mortgages Limited
{31 December 2022: £10.5 billion), driven by strong net (BML) in May 2023, helping us to deliver an even stronger
lending volumes across Real Estate, SME and Residential proposition to homeowners across the UK.
Mortgage Brands. » Continued to invest in and strengthen our digital
« Strong profitability maintained in the first half of 2023, capabilities, deploying innovative solutions across the
achieving 34% growth in underlying profit before tax to business to improve our customer propositions:
£149.3 million compared to £111.4 million in H1 2022 - Launched the Shawbrook ‘Colleague Hub', a strategic
(27% growth on a statutory basis from £108.4 million to platform currently used by our Real Estate business.
£135.1 million). Underlying return on tangible equity was Born out of our ‘Mext Generation Underwriting' project,
20.5% compared to 19.6% for H1 2022 (18.4% on a the platform digitalises processes to help maximise
statutory basis compared to 18.6% for H1 2022), supported our underwriters' productivity in making valuable
by the diversification of our proposition. lending decisions.
+ We continue to remain alert to the potential challenges that - Continued to build out our new digital savings
lie ahead given the uncertain macroeconomic enviranment, experience. This introduces enhanced self-service

functionality to our customers and automated processes

however we are yet to see any material changes to our
for our colleagues, to create a more seamless and

early warning indicators, with credit quality remaining - ) "
) ., streamlined savings proposition.
strong and the number of customers in arrears remaining . . . i "
stable. The overall arrears rate as at 30 June 2023 was - Further m-.resteg in our Digital SI:F Lendm?hpropnmhon,
. _ using our auto decisioning capabilities to offer an

1.89% (31 December 2022; 1.9%). improved customer journey.

= As an organisation that seeks to protect our customers
and promote good outcomes, we continued to embed the
Financial Conduct Authority’s new Consumer Duty across
the business.

= Qur employes engagement score improved to B4% (2022:
82%), demonstrating how our people are proud of our
culture and brand.

« Continued to extend our positive ESG impact:

« Further strengthened and diversified our funding base, with
our deposit book growing by 22% on an annualised basis
to £12.1 billion (31 December 2022: £10.92 billion) and our
total savings customer base increasing by 16% to
€.262,000 (31 December 2022: ¢.225,000).

« Maintained strong surplus liquidity and capital resources,
with a Comman Equity Tier 1 (CET1) ratio of 12.2%
{31 December 2022: 12.7%7), a tolal capital ratio of 14.8%
{31 December 2022: 15.6%") and a liquidity coverage ratio

of 330.7% (31 December 2022: 321.3%), reflecting our - Progressed our climate roadmap with a focus on
liquid balance sheet. embedding our strategy across the Group. This

includes integrating the use of a climate portal into
credit underwriting teams.

- Extended our existing relationship with Saracens.
This gives us the opportunity to further deepen our
commitment to the Saracens Foundation and men's
and women's rugby teams, as well as becoming the
new principal partner of the Mavericks netball team
from 2024,

1 Excluding the Bluesione Morgages Limited scquisilion, the lean boak was £11.8 billion.
2 Loans thal are equal 1o of greater than bwo peymenls in arears (inclides & lem expired).

o Higk-waightad sssels as al 31 Decambar 2022 have been restated 1o reflect adjustmants in credit veluation adustiment and counlanparty credd risk in respact of the Groug's structuned
arlilies’ interest rale swap derivalives. Risk weighled assels have increased by EBD.G millien b £7,463.1 million and the capilal and leverage ralios have also bean reatated o mallect
thase afjusimants
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“The resilience and agility of the model we have
created at Shawbrook gives us the confidence to
continue investing in our brand, people and the
propositions we offer across a diverse range of
markets. The sustainable returns we generate also
enable us to further scale-up our model through

ongoing investment in data and technology.
Our ‘best of both' approach creates opportunities
in the current volatile macroeconomic environment,”

Marcelino Castrillo
Chief Executive Officer

The first half of the year has again demonstrated the benefits
of our business model - differentiated by our 'best of both’
approach and fuelled by resilient and diversified funding. We
continued to expand our presence across a range of carefully
selectad specialist markets, contributing to the sustained
growth of our loan book to £11.9 billion' and delivering stable
returns, with an underlying return on tangible equity of 20.5%
(18.4% on a statutory basis). Expanding our brand presence
in the deposit market, we successfully attracted 37,000 new
savings customers, increasing our retail deposit base to
£12.1 billian. We have grown our liguidity levels to maintain
a healthy liguidity coverage ratio as we continue to fund our
lending growth.

Continuing investment in our digital strategy enables us to
scale-up our proposition and deliver operational leverage:
our underlying cost to income ratio has reduced further to
36.6% (41.5% on a statutory basis). Data, technology and
arganisational design are also providing us with access to
a growing number of early warning indicators, with insights
enabling us to proactively address any potential issues

or stress in the loan book. Notwithstanding the volatile
macroeconomic environment, our portfolios remain resilient,
with the Group's overall arrears rale remaining stable at
1.9%7, supported by low loan-to-value levels and prudent
risk appetite. We continue to use automated tools where
appropriate, including our Vision' digital portfolio menitoring
tool, Single Customer View capabilities, and in depth use
of external data sources to enhance our proprietary data
sets. This allows us to gather deeper insights into credit
performance, while maintaining ongeoing dialogue with

our customers to ensure they have access lo the support
they need.

Complementing our organic growth, in May 2023 we
completed the acquisition of BML. Sharing the Group's
approach to providing specialist finance, through the
combination of technology and data with the expertise
and judgement of people, BML is a respected name in
the specialist UK mortgage market. As a result, | believe
the acquisition will help us to deliver an even stronger
proposition to homeowners across the UK.

1 Excluding the Bluesione Morgapges Limited scquisilion, the lean boak was £11.8 billion,
z Loans that are equal 1o or greater than two payments in armears (inchades all tem expired).

Shawbraok Group ple

Interim Financial Reporl 2023

Further investment in our ‘best of both’ model includes the
launch of our strategic platform 'Colleague Hub'. Designed to
help us transform the end-to-end customer journey, the digital
platform will increase both capacity and speed of delivery,
initially within our Real Estate business, helping to maximise
our underwriters” productivity in making valuable lending
decisions. In our savings business, we confinued to build

out our digital savings experience, which, when launched
externally, will offer a brand new digital online experience

for our savings customers. Further investment was also
made in our newly launched Digital SME Lending proposition,
using our auto-decisioning tool to provide a slicker customer
gxperience for our SME customers and improve internal
processing times.

Recruitment and retention of talent remain paramount to
Shawbrook's confinued success. We are proud of the unigue
culture we have created, which enables and celebrates our
ability to be practical, personal and creative, and it is pleasing
to see that once again reflected in our latest employes
engagement survey results. Achieving an engagement score of
84%, we are now a favoured employer for the very best talent.

Our people are also actively involved in the delivery of initiatives
that make a positive impact on society and the communities in
which we operate, beyond the products and services we offer.
We have extended our relationship with Saracens, not only to
hecome principal partners of the Mavericks netball team from
2024, but to also deepen our commitment to the rugby teams
and Empower Her project, co-developed with the Saracens
Foundation, as well as a newly launched project with the
Saracens High School. These relationships allow us to create
opportunity by supporting social mobility and gender equality
in both business and elite sport.

The resilience and agility of the model we have created at
Shawbrook gives us the confidence to continue investing

in our brand, people and the propositions we offer across

a diverse range of markets. The sustainable returns we
generate also enable us to further scale-up our model through
ongoing investment in data and technology. Our 'best of bath'
approach creates opportunities in the current volatile
macroeconomic environment,
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“The challenging macroeconomic outlook in the first
half of 2023 created uncertainty for our customers,
however, our underlying results reflect the strength

of our "best of both” human and technology proposition
that supports our customers’ needs in these difficult
times. During this period, we delivered an underlying
return on tangible equity of 20.5%, annualised loan
book growth of 21%, increased margins and cost
efficiency, whilst continuing to invest in our digital
strategy and growth plans, including our successful
acquisition of BML. Despite the volatile start to the
year, we continue to focus on our strategic growth
initiatives, underpinned by our strong and prudent
capital and liquidity management. On a statutory

basis our profit and return on tangible equity of 18.4%
were impacted by the recognition of a provision against
historical timeshare loans, which we have provided

for as we pursue recovery options.”

Dylan Minto
Chief Financial Officer

Definitions of all metrics included in the following tables are provided on page 76.

Financial performance metrics?

In the period ended 30 June 2023, there are underlying adjustments of £14.2 million (30 June 2022 £5.0 million) (see page 9).

The following table is shown on both a statutory and underlying basis.

Underlying Statutory
For the six months ended 30 June 2023 2022 2023 2022
(Unaudited) Yo % Change %o %o Change
Gross asset yield 8.9 6.3 2.6% 8.9 6.3 2.6%
Liability yield (3.6) {1.3) (2.3%) {3.6) {1.3) (2.3%)
Met interest margin 5.2 5.0 0.2% 5.2 5.0 0.2%
Management expenses rafio (1.9) (2.1) 0.2% (2.2) (2.2) -
Cost to income ratic 36.6 41.3 4. 7% 41.5 436 (2.1%)
Cost of risk (0.61) (0.38) (0.23%) (0.61) (0.38) (0.23%)
Return on lending assets before fax 2.7 2.5 0.2% 2.4 24 -
Return on tangible equity 20.5 19.6 0.9% 18.4 18.6 (0.2%)
! Incuding the scquisilion of BML, the kan book was £11.9 bilkan, representing an annuaksed growth rale of 27%.
‘ Melrice are annualised based on the 181 calendar days between January and June in 2023 (2022: 181 calendar days).
Shawbrook Group plc Interim Financial Report 2023 7
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Financial position metrics

30 Jun 2023 31 Dec 2022 Change

Assets and liabilities
Loan book (Em) 11,883.3 10,4852 13.2%
Average principal employed (Em) 11,128.2 9,375.7 18.7%
Customer depaosits (Em) 12,101.0 10,914.5 10.9%
Wholesale funding (Em) 1,945.0 16151 20.4%
Liguidity
Liquidity coverage ratio (%) 330.7 321.3 9.4%
Capital and leverage' *
Comman Equity Tier 1 capital ratio (%) 12.2 127 (0.5%)
Total Tier 1 capital ratic (%) 13.6 14.3 (D.7%)
Total capital ratio (%) 14.8 15.6 (D.8%)
Leverage ratio (%) 8.1 8.7 (0.6%)
Risk-weighted assets (Em) 8,364.4 74631 12.1%
Summary of statutory results for the period
For the six months ended 30 June 2023 2022
(Unaudited) £m £m Change
Operating income?® 488.5 2750 77 6%
Interest expense and similar charges (200.5) (56.8) (253.0%)
MNet operating income 288.0 218.2 32.0%
Administrative expenses (106.7) (94.9) (12.4%)
Impairment losses on financial assets (33.4) {16.7) (100.0%)
Frovisions (12.8) (0.2) (nia?)
Total operating expenses (152.9) {111.8) (36.8%)
Statutory profit before tax 135.1 106.4 27.0%
Tax (34.8) (27.7) 125.6%)
Statutory profit after tax 100.3 Ta.T 27 4%

Capital and keversge melrics are shown on a fransiional basis after applying IFRE % fransilional arangements. & comparison of the Group's reparied cagital metrics (inclding tanstional
adjusimants) o tha capital medrics as if IFRE 9 ranstional arrangemants had not bean applied {tha ‘fully Inaded’ basis) is provided on page 44
Risk-waightad aesets as at 31 Decambar 2022 have been restated 1o reflact adjustmants in credit veluation adjustment and counterparty credd risk in respact of the Group's structuned

antities’ interest rabe swap derivatives. Risk-waighted assals have incragsed by £3006 milion 1o £7 4631 milion and the cepital and leverage ratios heve also been restated 1o reflact these

adjusimants.

Inciudes intarest incoma calculated using the affective interast rate mathod, othar intenast and similar incoma, nat operating lease income, net fee and commission income, net gains on

deracognition of finencial Bssels massured Bt amartised cost, nat gains/(lossas| on derivalive financial instruments and hedge eccounting and mat ofhar operatng (expanse jincoms

Shawbraok Group ple

The percaniage change here is not comparable and irmalevant 1o the reader as it is an cullier changs.
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Financial review

Reconciliation of underlying to statutory results

QOther
information

For the six months ended 30 June 2023 2022
{Unaudited) £m £m
Underlying profit before tax 149.3 111.4
Underlying adjustments

Corporate activity costs (2.8)

Timeshare provision charge (11.4)

Strategic review - (5.0)
Total underlying adjustments (14.2) (5.0)
Statutory profit before tax 135.1 106.4

The following adjustments have been excluded from the underlying results:

« Corporate activity costs: represents costs incurred in H1 2023 directly relating to the acquisition of Bluestone Mortgages

Limited (see Mote 7 of the Interim Financial Statements).
« Timeshare provision charge: represents the provision charge recognised in H1 2023 in relation to complaints from
customers about holiday ownership (timeshare) products (see MNote 19 of the Interim Financial Statements).

« Strategic review: represents costs incurred in H1 2022 in relation to a strategic review undertaken with regard to the
Group's ownership.

Additional reconciliation from underlying to statutory results is provided in Note 8 of the Interim Financial Statements.

Shawbraok Group ple Interim Financial Report 2023
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Financial review

Financial commentary

Enhanced profitability driven by net interest margin
improvement and careful cost management, impacted by
provision for historical timeshare loans

Underlying profit before tax increased by 34% to £149.3
million for the period (30 June 2022: £111.4 million), with

net operating income increasing by 32% to £288.0 million

(30 Junme 2022: £218.2 million), underlying administrative
expenses increasing by 16% to £103.9 million (30 June 2022:
£89.9 million) and impairment losses increasing to £33.4
rillion (30 June 2022: £16.7 million). Statutory profit before
tax was £135.1 million (30 June 2022: £106.4 million) an
increase of 27% impacted by provisions of £12.8 million

(30 June 2022: £0.2 million). The provision primarily relates
to historical timeshare loans where we are pursuing multiple
routes of recovery.

During the period, statutory net operating income increased
to £288.0 million reflecting loan book growth of £1.4 billion,
bringing the loan book to £11.9 billion following continued
strong originations in our core SME and property markets.
Loan book growth in the period includes £0.3 billion of growth
attributable to loans acquired as part of the acquisition of
EML, which completed in May 2023. Our gross asset yield
increased to 8.9% (30 June 2022: 6.3%"), as we repriced our
portfolios reflecting Bank of England base rate increases and
changes in the portfalio mix.

As per our accounting disclosures for effective interest rate
(EIR) methodology, we do not recognise future increases in
loan interest income from reversion rates increasing after the
rmaturity of the loan fixed rate period. The customer loan book
of £11.9 billion is disclosed net of deferred EIR balances

of £30 million, which relates to arrangement fees, broker
commissions and early redemption charges recognised

over the expected behavioural life of the loan book and is
periodically adjusted for changes in actual and expected
customer repayment behaviour.

Our overall funding costs increased during the period,
reflecting growth in custormer deposits and the increase
in Bank of England base rate with the total liability yield
increasing to 3.6% (30 June 2022: 1.3%). Overall the net
interest margin increased to 5.2% (30 June 2022: 5.0%7).

Investing in and strengthening our data capabilities and
innovative technology solutions across the business remains
a core focus, as we believe this will further support and
enhance our customer and distribution propositions and drive
operational efficiency. Underlying administrative expenses
increased to £103.9 million (30 June 2022; £89.9 million).
This increase of 16% reflects continued investment in our
digital strategy, one month of BML operating costs post-
acquisition and higher staff costs reflecting increased
headcount to support our growth strategy.

Eucluding gain on sale, gross yiekd was 8.1%,
Excluding gain on sale, nel inlenst mangin was 4.68%.

I X R

Loans that are equal 1o or greater than two paymenls in armears (inchdes all tem expired).
Hisk-waightad sssels as al 31 Decambar 2022 have been restated 1o reflect adjustmants in credit veluation adusiment and counlanparty credd risk in respact of the Groug's structuned

As detailed in Note 19 we have recognised a statutory
provision of £12.8 million (30 June 2022: £0.2 million),

this primarily reflects the best estimate of probable outflows
associated with historical timeshare claims, Discussions are
ongoing with the Financial Ombudsman Service in relation
to finalising redress methodology and we expect substantial
reimbursement in future. We continue to engage with the
Financial Ombudsman Service and defend our position
where we assess that the claims are without merit.

The underlying cost to income ratio improved to 36.6%
(30 June 2022: 41.3%) and the management expenses
ratio improved to 1.9% (30 June 2022: 2.1%).

Robust management of our loan book supported by
prudent risk appetite

Careful and robust management of our loan book remains
a priority in the current macroeconomic outlook. After
reviewing the economic scenario weightings used in the
impairment models, we retained the weightings applied

at 31 December 2022, with downside risk scenarios
representing 50% probability (downside plus severe
downside scenarios combined),

Impairment losses on financial assets for the period were
£33.4 million {30 June 2022; £16.7 million) reflecting a cost
of risk of 61 bps (30 June 2022: 38 bps). This increase
reflects loan book growth and changes in expected credit
loss models driven by our consernvative macroeconomic
assumptions, but credit risk metrics remain stable and
within risk appetite with the arrears ratio stable at 1.9%?
(31 December 2022: 1.9%). We remain committed and
ready to support those customers impacted by the recent
rate rises and ongoing inflationary pressures.

Conservative capital management and funding
diversification provide the foundation for future growth
Our Commen Equity Tier 1 capital ratio reduced to 12.2%

(31 December 2022; 12.7%") and our total capital ratio to
14.8% (31 December 2022: 15.6%*). The decrease in the
total capital ratio over the period is largely attributable to

the growth in risk-weighted assets of £201.3 million following
the acquisition of BML. Risk-weighted assets at 30 June 2023
include £218.8 million (31 December 2022: £128.6 million)

of counterparty credit risk and credit valuation adjustment in
respect of over-the-counter interest rate swap derivatives
within our funding structured entities. During the second

half of the year, we are working to materially reduce the
counterparty credit risk and credit valuation adjustment
risk-weighted assets through collateralisation of our
over-the-counter derivatives positions.

The increase in risk-weighted assets is partially offset
by the increase in retained earnings. The transitional
arrangements for IFRS 9 increase both the Common
Equity Tier 1 capital ratio and total capital ratio by
0.2% (31 December 2022: 0.3%).

arililies’ interesl rale swap derivalives. Risk-weighted assels have increased by £8006 million 1o E7 4631 million and the capital and leverage ralios have algo been restaled o reflact hese

adpsimants

Shawbraok Group ple
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Financial review

The Group's current total capital requirement is 9.07% (Pillar
24 requirement of 1.07%) and with total regulatory capital

of £1,234.1 million, the Group remains comfortably above
regulatory requirements and is well capitalised to suppaort our
chosen specialist lending markets. We continue to optimise
our capital resources while maintaining a robust and prudent
risk appetite.

The Group is not required to comply with the Prudential
Requlation Authority leverage ratio framework, however the
Group maintains its returns with prudent levels of leverage.
As at 30 June 2023, the leverage ratio for the Group is
8.1% (31 December 2022: 8.7%"), compared to minimum
requirement of 3.25%. Risk-weighted assets as a proportion
of the loan book is 70% (31 December 2022: 71%).

We continue to diversify our funding base, and remain
predominantly funded by retail and SME customers.
Against an increasingly competitive market, our strong
savings proposition continues to attract new customers with

deposits growing 22% on an annualised basis to £12.1 billion.

Whaolesale funding is primarily through the Bank of England’s
TFSME programme which remained stable with drawn
balances of £1.2 billien. During 2023, we also completed

a further fully retained securitisation of £0.7 billion of
property assets, providing further capital and liquidity
benefits to the Group.

1

Outlook

We continue to closely monitor the UK economy and
macroeconomic environment to ensure that we can actively
support our customers, where needed, through these
uncertain times. We are specialists in the markets we operate
in and have repeatedly demonstrated that we can respond
quickly to meet our customers' needs, whilst maintaining our
prudent risk appetite. The Group has a strong capital and
liquidity base and we are confident in our ability to continue
to meet the changing needs of our customers, colleagues
and business partners in the future.

Hisk-waightad assels as al 31 Decambar 2022 have been restated 1o reflect adjustmants in credit veluation adustiment and countanparty credd risk in respact of the Groug's structuned

arlilies’ interest rale swap derivalives. Risk-weaighted assels have increased by £5006 million 1o E7 4631 milion and [he capital and leverage ralios have alao been reslaled 1o reflect

thase afjusimants

Shawbraok Group ple
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Business review

Our diversified product offering

Consumer Lending

Provides unsecured personal lending
to consumers for multiple purposes
through a range of partners and direct

through its digital proposition. £0.5bn

» Unsecured personal loans e

* Partner finance

Savings

Provides a wide range of savings solutions

with competitive interest rates including

easy access, notice and fixed term

accounts and fixed cash 154s. £12.1bn
deposits

« Personal savings
« Business savings

Retail Mortgage Brands |

Real Estate
Supports the UK property sector through a
range of diverse commercial and residential
mortgage products offered to professional
landlords, investors and homeowners.
» Buy-to-let

= Bridging finance

+« Commercial investment

+ Second charge mortgages

SME

Supports UK SMEs by providing a range
of debt-based financing solutions through
the following business units:
+ Digital SME lending

» Corporate lending

« Structured finance

+ Development finance

Consumer franchise

The Mortgage Lender Limited
and Bluestone Mortgages Limited
Support customers through residential
mortgage products with more complex
income profiles, including the self-
employed, entrepreneurs and first time
buyers, as well UK landlords with a range
of specialist buy-to-let products.

+« Owner occupied mortgages
» Buy-to-let

£3.1bn

loan book'

Key metrics and a review of each reportable segment is provided in the following pages. Additional financial information
regarding the performance of each reportable segment can also be found in Note 8 of the Interim Financial Statements.

1 Excluding the acquisition of BML, the Ratail Morigage Brands loan book was £2.8 billion,

Shawbraok Group ple
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Enterprise franchise: Real Estate

Introduced by CPC Finance, a Strategic Partner broker,
this digital buy-to-let case completed in just six days,
helping ancther professional property investor to act
fast on an opportunity to expand their property portfolio.

Julie Grlggs1 Dlrectnr at CPC Finance:

cun:.rrr and o

journey and it continu
faken on a manual ap
and informalion to our clients at speed.”

Performance:

» Gross asset yield of 8.3%.

Interim
Indepandent Fimancial Other
Review Report Stotements information
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= Annualised loan book growth of 21% to £5.5 billion.

« Real Estate represents 46% of the Group's total loan book.

The impact of the market turbulence we saw in October 2022
continued into 2023. Our strategy throughout has been lo
continue providing liquidity to the specialist real estate
markets we serve by maintaining a comprehensive product
offering, whilst responding to base rate increases and
subsequent adjustments to rental yields and capital values.
By adjusting specific price points and underwriting criteria,
we have maintained a consistent presence in the market and
continued to originate selectively, with applications exceeding
expectations during H1 2023.

Owur focus on delivering excellent customer experiences
remains a strategic priority. As well as deploying deep
expertise across our markets to enhance our offering for more
complex transactions, we continued to accelerate our digital
proposition to create efficiencies for simpler, smaller ticket
business. Ongoing engagement with our brokers endorsed
our decision to stay open for business. This dialogue with our
brokers will continue to help shape further product and service
enhancements in the pipeline for the second half of the year.

Enhancing our customer proposition through thoughtful

investments and process improvements

« Accelerated the delivery of our digital buy-to-let proposition,
leveraging the benefits of automated information gathering,
credit rules and property valuations to both speed up the
mortgage borrowing process and create a simpler
customer journey.

« Completed the launch of our commercial investment
product onto the MyShawbrook portal, providing brokers
with a digital and more efficient application process.

« Completed the first formal buy-to-let offer through our
Shawbrook 'Colleague Hub' in June 2023, digitalising
processes to maximise the time available for our
underwriters to make valuable lending decisions.

Shawbraok Group ple

» Launched a new credit reference agency tool, which will
provide us with more valuable insights into early warning
indicators, enabling a better understanding of credit
performance trends for facilities held outside of Shawbrook.

« Hosted a webinar in conjunction with the Mational
Association of Commercial Finance Brokers, building
on our successful research paper ‘Confronting the EPC
Challenge’. Helping to keep our brokers informed on how
they can support their landlord customers through the
changing regulatory landscape.

Qutlook

The UK real estate market has experienced significant
volatility since the pandemic, initially resulting in high levels

of demand and, more recently, a reduction in activity driven

by the rising rate environment. To date, our customers have
proven resilient in managing these challenges, and we will
continue to utilise digital and open banking data to enhance
our portfolio monitoring capabilities, flex our credit risk
appelite relative to the prevailing macroeconomic environment
and continue to support our customers.

As the professional real estate market responds to these
changes, we remain alert to the opportunities that will emerge
for Shawbrook and will leverage our expertise and digital
capabilities to engineer the specialist funding solutions the
sector will increasingly seek out. The breadth of our offering
across multiple customer segments provides us with
optionality to maximise opportunities even where overall
demand may soften as interest rate volatility continues into
H2 2023.
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Business review

Enterprise franchise: SME

Queen's Park Equity (QPE) required funding to acquire
YayYay Limited (Yay), a cloud-based communications
services that enable micro business and SMEs to access
enterprise level telephony solutions at an affordable
price-point.

Performance;

« Gross assel yield of 11.5%.

Recognising that speed, flexibility and certainty are the things
that matter the most to our customers, we continued to utilise
technology to automate where it makes sense, helping to
streamline the customer journey, improve operational
efficiencies and enhance our risk environment. The benefits
provided by our investments in digital and data to date,
alongside our specialist relationship model, resulted in the
continuation of strong new lending volumes in H1 2023,

Enhancing our customer proposition through thoughtful

investments and process improvements

« Continued investment in our end-to-end customer and
colleague journey via our originate platform, using our
auto-decisioning tool to provide a slicker experience for
our digital SME lending customers.

+ Developed a unique ‘Annual Recurring Revenue' product
to support an underserved portion of the UK sponsors
technology market. Aimed at serving those who have
consistent recurring revenues, the new product, which
will be launched in H2 2023, complements our existing
Unitranche and Yenture Debt offering well.

Shawbrook Group ple

Jonny Kay, Managing Partner at QPE:

“‘We are delighted fo be able to add Yay to our portfolio of exciling
businesses operating in the tech services sector. The technology
they have developed is second-fo-none in their field, possessing
the potential fo assist thousands of scaling businesses globally.

“The Shawbrook team were an obvious choice for us thanks to their
axtensive knowledge of the sector as well as their ability to adapt
their package to a borrower’s need. We thank them for all their hard
wiark on this deal.”

= Annualised loan book growth of 10% to £2.7 billion.

« SME represents 23% of the Group's total loan book.

« Further strengthened our portfolio management teams to
drive long-term partner valug, including the introduction of
a new ‘middle office’ function to support efficient service
delivery to our structured finance customers.

« Leveraged data analytics and our non-performing loan
capabilities to maintain the strong and robust management
of our existing client portfolio.

« Enhanced the use of open banking data to support
both improved decision making and more seamless
customer journeys,

Outlook

The challenging macroeconomic environment continues to
create a heightened need for specialist finance. This creates
attractive opportunities for us to broaden our offering, while
utilising technology and our expert teams to provide enhanced
credit risk management and excellent customer experiences.

Long-standing relationships are key to our success. As a
result, we will continue to explore additional ways of delivering
end-to-end customer value and extend our offering to support
our customers to scale their businesses and achieve their
own long-term goals.
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Consumer franchise: Consumer Lending

"The whole expean

from start to

5 star personal loan customer review — TrustPilot

Performance;

« Gross assel yield of 11.2%.

H1 2023 saw a notable increase in demand for our data-
driven consumer lending proposition, resulting in an
imprassive uplift in the number of total customer applications
received across our unsecured personal lending proposition,
However, the prevailing macroeconomic conditions driven by
inflationary pressures continued to exert strain on consumers
income and savings. As a result, we continued to optimise our
prudent affordability calculations, including adjustments made
to reflect the latest Office for National Statistics assumptions,
to effectively manage the potential impact of increased
inflation on new and existing customers.

As an organisation that seeks to protect our customers and
promaote favourable outcomes, we continued to embed the
Financial Conduct Authority's new Consumer Duty across

the business. As well as ensuring its principles are ingrained
within the Group's culture, we continued to adapt our

customer journays, including a full review of all customer
communications, implementation of additional support channels
and the roll out of additional customer service fraining.

Enhancing our customer proposition through thoughtful

investments and process improvements

« Accelerated the integration of open banking data and
utilised our marketplace partnerships to gain greater
access to enriched customer insights.

« Extended the benefits of our digital origination workflow
platform to our partner finance proposition. The new
platform supports onboarding of new partners and their
oversight, with the increased automation providing
further processing efficiencies to offer a smoother
customer journey.,

Shawbrook Group ple

Responsibilities

Interim
Indepandent Financial Other
Review Report Stotements information

= Annualised loan book growth of 15% to £0.5 billion.

« Consumer Lending represents 5% of the Group's total loan book.

« |mplemented a new budgeting tool within our online
lending portal, allowing our consumer lending customers
to inform us of their financial position and request a
new repayment schedule, reflecting core Consumer
Duty considerations,

» Introduced a dedicated customer experience forum to
monitor and collect valuable customer insights, which
will be used to influence our proposition and drive
continuous improverment,

Outlook

Looking ahead we plan to expand our current proposition

ta offer flexible finance to a wider customer group. To make
credit decisions faster, more flexible and efficient, we will
implement a new decisioning tool. Utilising machine learning
and artificial intelligence alongside data, the new toal will
provide us with the capabilities to further develop our
decisioning models and internal processes, fo create an
ecosyslem where our customers continue to be fairly served.

The depth of our total addressable market remains significant
and as the macroeconomic uncertainty persists, this opens up
increasing opportunities to consciously extend our footprint
into adjacent markets that match our prudent risk appetite.
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Business review

Consumer franchise: Savings

Performance:

To support the Group’s lending and maintain our strong
liquidity position, the rigorous management of our retail
deposit portfolio remained a strategic priority. In response
to the market volatility and further increases in the Bank of
England base rate, we continued to closely monitor pricing
across both our front and back book to ensure our rates
remained competitive within the best-buy-tables, while
maintaining our financial discipline.

Despite the market backdrop, our strong brand, attractive
rates, digital proposition and expert interactions continued
to drive strong inflows in deposits, with balances increasing
by 11% in the first six months of the year to £12.1 billion.
The overwhelming majority of our customers balances

are protected by the Financial Services Compensation
Scheme given we do not offer more than £85,000 in our
easy access offering.

Throughout H1 2023, we invested in targeted multi-channel
marketing activity, leveraging our brand and diversified
preduct offering to help attract a record number of new
customers, This growing capability to distribute direct to
consumers through digital channels compliments our ability
to acquire new customers through third party platforms and
digital marketplaces.

Enhancing our customer proposition through thoughtful

investments and process improvements

= Continued to build out our new digital savings experience.
This introduces enhanced self-service functionality to our
customers and automated processes for our colleagues,
to create a more streamlined savings proposition.

Shawbraok Group ple

shown by you and yo
bereavement team which is greatly appreciated.”
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‘Many thanks for your email below concerning the closing
of my la =T

fe pa

. May | thank }:m:. for th

in Shawbro

Savings customer review

= Annualised growth in total customer deposits of 22% to £12.1 billion.
« Customer numbers increased by 16% from FY 2022 to ¢.262,000.
« Retail deposits currently make up 86% of the Group's total funding.

« Automated our 134 e-transfer process by eliminating
unnecessary manual interventions to improve process
efficiency, resulting in a reduction in time to funding for
ISA transfers.

« Improved our existing customer bereavement process,
designed to reduce the emotional burden on impacted
family members. Enhancements included the introduction
of a dedicated customer bereavement team and a Group-
wide policy that incorporates the Financial Conduct
Authority's Consumer Duty considerations to encourage
the consistent application of best practice.

Outlook

Ta balance deposit growth, maximise customer retention and
maintain pricing efficiency in a volatile environment, we will
continue o leverage digital and data to enhance the
Shawbrook savings experience.

Ta increase Shawbrook’s footprint in the retail savings

market, we will continue to deliver a targeted marketing
strategy, while exploring additional opportunities to expand
our partnership network and product offering to provide further
diversification of funding.
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Business review
Retail Mortgage Brands

My firm had a case from a small builder where the
build had been delayed and could no longer get an
extension fo the offer. It could not be replaced because
of the Help-to-Buy scheme under which the offer was
made. The builder did manage to get National House
Building Counsel at the very last moment, meaning
the reinspection had to be done with hardly any notice.
My business development team at TML were amazing
however, getting everything turned around extremely
quickly and within the timelines. My client and | were
extremely relieved, thank you TML."

Ros Whytock — Mortgages First

Interim
Indepandent Fimancial Other
Review Report Stotements information

Retail Mortgage Brands is comprised of our subsidiary entities, The Mortgage Lender (TML) and Bluestone Mortgages

Limited (BML).

Performance:

« Annualised loan book growth of 60%" to £2.1 billion.

« (Gross assel yield of 6.8%.

« Retail Mortgage Brands represents 26% of the Group's total loan book,

The Mortgage Lender (TML)

TML's ‘real-life lending’ proposition remained in high demand
throughout H1 2023, with our solid reputation and strong
digital capabilities supporting continued growth. To ensure
the future quality of the book was protecled against the
volatile rate environment impacting the UK mortgage market,
we continued to strengthen our portfolio monitoring
capabilities, with access to new data sources providing
greater insight into credit risk, allowing us to proactively
identify potentially vulnerable customers and improve how
we monitor key risk measures.

We made further progress in the evolution of our proposition,
enhancing the customer and broker experience through
increased digitalisation and deepening of relationships with
our broker network. Intelligent use of digital and data is key
to our strategy, to eliminate, simplify and automate where
possible. Ongoing system and process improvements
continued throughout H1 2023, with impaortant enhancements
delivered to benefit our customers, partners, and overall
operational effectivenass.

Enhancing its customer proposition through thoughtful

investments and process improvements

« Upgraded our mortgage origination platform, introducing
a raft of significant improvements including processing
efficiencies and capability to launch new product features,
benefiting both intermediaries and customers.

« Enhanced our custormer relationship management
ecosystemns, with further automated journeys implemented
and integrations into our origination platform delivered.

« Introduced auto-decisioning capabilities across the
customer application processes, helping to streamline
the customer journey and reduce application times by
up to 15%.

Outlook

The volatile UK martgage markel continues to create a
greater need to provide real-life lending solutions to those with
complex needs. To cater for these shifting dynamics, we will
continue to evalve our TML proposition, providing more
optionality to support our existing customers throughout their
lending journey.

The additional digital investments in the pipeline for H2 2023,
including the intreduction of automated valuation models

and automated income verification, will help us to deliver
further operational efficiencies and provide excellent
customer experiences.

! Exchuding the acguisition of BML, the koan book was £2.8 blion, represanting an annualised growih rabe of 36%.

Shawbraok Group ple
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Business review
Bluestone Mortgages Limited (BML)

5 star broker review — TrustPilot

The acquisition of BML in May 2023 demonstrates a
continuation of the Group's ability to identify complementary
acquisitions that enables us to deepen our total addressable
market and extend our footprint into segments we know well,
EML is a respected name in the specialist UK mortgage
market and a brand that fits well within the Group, given its
shared ‘best of both” approach. We are confident that we can
use our combined capabiliies and scale to deliver an even
stronger proposition to homeowners across the UK.

In H1 2023, our BML proposition continued to build on its
proven track record of providing brokers with innovative
lending solutions to meet their customers’ unique financial
needs, particularly those who are self-employed, have
complex income structures or credit histories.

Application flow remained strong during the period,
with a solid new business pipeline going into H2 2023,

Enhancing our proposition through thoughtful

investments and service delivery

« Launched our new digital origination platform, introducing
increased automation to streamline the customer journey
and provide greater operational capacity, helping to free
up underwriters time to manage the more complex cases.

« Continued to deliver excellent customer service, with our
enhancad tasking and workflow capabilities helping us to
achieve a material reduction in time to offer and overall
completion times for brokers and customers.

=« Introduced open banking data, alongside a series of
additional APls, into the customer lending journey to
enhance the user experience.

Shawbraok Group ple

Outlook

Significant long-term growth in the specialist UK. mortgage
market is expected, driven by an increasing number of people
choosing to work for themselves or in sectors where incomes
are complex. To respond to these opportunities and meet this
growing demand, we will continue to embrace the power of
technology and our expert teams to deliver an exceptional
service in the complex credit space.

Mow supported by the Group's additional capabilities and
funding stability, we are well-positioned to continue powering
our impressive growth trajectory and further scaling our
innovative lending proposition to an increasing numkber

of customers.
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The Interim Risk Report provides information about Shawbrook Group plc and its subsidiaries (together, the 'Group’).

The Interim Risk Report is a condensed report that is designed to provide an update on significant changes and developments

since the last annual report. Accordingly, it should be read in conjunction with the Risk Report in the Group's 2022 Annual
Report and Accounts, which is available on the website at: www.shawbrook.co.ukl/investors

Approach to risk management

The Group seeks to manage the risks inherent in its business
activities and operations through close and disciplined risk
management. This aims to quantify the risks taken, manage
and mitigate them as far as possible and price for them in
order to produce an appropriate commercial return through
the cycle.

The Group's approach to risk management continues to
evolve in response to changes in the business model and
the products offered, changes in the way customers want
to engage with the Group, as well as external changes and
developments such as ongoing challenges resulting from
the rising cost of living.

During the first half of 2023, notable activities and changes
regarding risk management include the following:

« The annual review of the Group's Risk Management
Framework and risk appetite were approved in February
2023 and April 2023, respectively.

Continued investment has been made by the Group in

its risk management capability. This has included a
rearganisation within the second line of defence to bring
operational risk, assurance and third-party risk oversight
together under the newly created role of Group Director
of Operational Risk and Assurance. In addition, M|
(management information) and analytics were brought
together under the Group Risk Management Director,

« The Group completed the acquisition of Bluestone
Mortgages Limited following regulatory approval on 31 May
2023, Launched in 2014, Bluestone Mortgages Limited

is a well-established brand in the UK specialist residential
mortgage market, working with a large network of brokers
to support customers that do not fit the traditional profile
of high street banks.

The Group has continued to evolve its environmental,
social, and governance (ESG) strategy, focusing on
those areas in which it can deliver the greatest impact.
The Group has further developed its climate strategy to
support its customers” transition to a low carbon future,
reduce its climate impact and embed climate risk into

the Group's DNA.

= Enhancements to the Group's financial crime control
environment have continued. All originations now pass
through a financial crime and compliance platform, and
the MI suite has been enhanced. Following appointment
of the new Money Laundering Reporting Officer, the
handover of the senior management function "SMF17 -
Money Laundering Reporting Function” was completed

in March 2023.

-
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The Group has continued to work on *Consumer Duty',
delivering key product reviews against the rules by

30 April 2023 and management attestation of substantive
compliance with the regulation was provided to the Board
in July 2023,

The Group has continued to invest in risk technology and
Ml as a primary source of control. This has included the
delivery of a cloud-native version of its analytical system
and progress in implementing a new governance,
compliance and risk tool, which is designed to bring risks,
controls, and assurance into a single ecosystem shared by
all lines of defence.

Model risk is a key area of focus for the Group, with further
investment in resources to support the development of

a road map and activities to embed the new model risk
management principles for banks. Although the Group does
not have permission to use its internal models to calculate
regulatory capital requirements, it supports the aim of
strengthening its controls around the use of models.
Continued investrment in the development of the Group's
internal audit function.

While the Group was not directly impacted by the cyber-
attack on MOVEIt in June 2023, two of the Group’s print
and post service suppliers were impacted, resulting in a
number of customer letters potentially being included in
the data breach. The Group invoked its Cyber Incident
Management team and have worked through a number
of key actions to support the impacted customers, including
a Credil Industry Fraud Avoidance Systemn prolective
registration. The Group has also engaged with the
Information Commissioner's Office and the Financial
Conduct Autharity. There has been no further evidence
of any compromise and third parties have confirmed that
recommended patching actions have been implementad.
Considerable economic uncertainty has remained
throughout the first half of 2023, with the rise in the cost
of living, the underlying elevated level of core inflation,
elevated interest rates, the conflict in Ukraine and the
potential for supply chain disruption. These matters all
require careful manitoring to identify any associated
risks that need to be addressed. This continues to be
monitored through a specifically designed set of early
warning indicators.

In response to the ongoing changes in the economic
environment, the Group continues to maintain a focus
on affordability, ensuring its models and policies remain
appropriate and closely aligned to customer behaviour.
The Group has continued to conduct regular portfolio
reviews, with the benefit of external information to ensure
that its risk appetite remains appropriate.
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Top and emerging risks

The Group's top and emerging risks are considered regularly
by the Group Risk Management Committee and subsequently
by the Risk Committee.

Taop risks are those risks that could cause the delivery of the
Group's strategy, results of operations, financial condition
and/or prospects to differ matenally from expectations.

Emerging risks are those that have unknown components,
the impact of which could crystallise over a longer period and

could include certain other factors beyond the Group's contral,

including escalation of terrorism or global conflicts, natural
disasters, epidemic outbreaks and similar events.

As at 30 June 2023, the top and emerging risks identified
by the Group are unchanged from those identified and
disclosed in the Group's 2022 Annual Report and Accounts.
This includes nine top risks and no emerging risks.

The nine themes identified as top risks are as follows:
« Economic and competitive environment

« Credit impairment

» Geopolitical risk

= Intermediary, cutsourcing and operational resilience
« Information and cyber security risk

« Pace of regulatory change

« Pace, scale of change and people risk

« Financial crime

« Climate risk

Full details of each top risk, including how they could impact
the Group’s strategy or business madel and how they are
managed, are set out in the Group's 2022 Annual Report and
Accounts starting on page 101, Updates regarding each top
risk are provided below:

Economic and competitive environment

So far, the UK has avoided a technical recession, helped

by an improved outlook for energy processes and continued
tightness in the labour marketl. Growth remains weak by
historical standards, with UK GDP 0.5% lower than the pre-
COVID-19 level in December 2019, CP| inflation is falling,
but at a slower pace than implied by movements in energy
prices. Elevated core inflation, services price inflation and
pay growth all point to a more persistent underlying price
pressure. Households and businesses have been adjusting to
higher prices and interest rates by curbing consumption and
investment. Although inflation is set to continue to fall in the
near term, borrowing costs will likely remain higher for longer,
further depressing activity. There are downside risks to the
outlock, given the ongoing stickiness of inflation, recent
tensions in the banking system, the uncertain impact of such
a rapid rise in interest rates on the UK economy and the
potential for worsening geopolitical tensions.

Shawbraok Group ple

Credit impairment

Prolonged high levels of core inflation continue to impact
consumers disposable income and input prices for SMEs.
Despite arrears levels remaining stable, the Group believes
that there is the potential for increased levels of credit
impairment. In response, the Group has continued to

ensure that its affordability policy remains appropriate,

that it continues to review its early warning indicators and
external insights to support its lending appetite and that there
is sufficient capacity to manage any potential increase in
arrears or potential problem loans. The Group also continues
to monitor its portfolios using its “Vision” tool, its proprietary
monitaring system.

Geopolitical risk

There has been no change in the level of geopalitical risk,
which remains heightened and uncertain, The conflict
between Russia and Ukraine, as well as the resulting supply
chain issues and possible Brexit-related changes to the
Morthern Ireland protocol, continue to be contributing
factors to the uncertainty. The Group continues to ensure

all important business services are operationally resilient

in the event of geopolitical uncertainty.

Intermediary, cutsourcing and operational resilience
The Group continues to evidence compliance with the
requirements of 352/21 'Outsourcing and third party risk
management’, with a particular focus on stressed exit plans
for its material suppliers. The Group has also engaged with
its key third parties to understand whether they have any
exposure to the Movelt vulnerability and ensured that
appropriate actions were laken, including patching.

Infoarmation and cyber security risk

The Group continues to take a holistic approach to
information and cyber security risk management, managing
controls aligned to the "Adaptive Security Architecture’ and
its key activities of prevent, detect, respond and predict.
The Group will continue to invest in the quality and resiliency
of its technology, people and process contrals in each of
these areas to drive the continuous improvement of the
Group's information security posture. Particular focus has
been applied to control effectiveness and testing to ensure
objective assurance of control operation.

Pace of regulatory change

The pace of regulatory change remains a key focus area faor
the Group. The Group's compliance function centinues to play
a key rale in identifying and overseeing the implications of
regulatory change and are being supported by the
implementation of an automated solution for harizon scanning
and regulatory change management. The set-up stage is
complete and a pilot is expected to commence in early Q3
2023. This solution is intended to sharpen the focus on the
relevant changes through automation and enabling analysis
and suitable MI.
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Top and emerging risks

Pace, scale of change and people risk

The Group continued to maintain a positive employee
engagement score in the most recent survey conducted
in May 2023 of 84% (Mov 2022; 82%).

Financial crime

Enhancements to the financial crime control environment has
continued to be a key focus area. Key developments during
the period include all originations now passing through a
financial crime and compliance platform; completion of the
back book load for the Consumer Lending loan book;
outbound payments screening for sanctions moved from
‘pass through' to blocking, and enhancements being made to
the MI suite. In addition, the SMF17 handover was completed
in March 2023, following the appointment of the new Money
Laundering Reporting Officer.

Climate risk

The Group delivered its inaugural Task Force on Climate-
Related Financial Disclosures (TCFD) Report alongside its
2022 Annual Report and Accounts, This included testing the
resiliency of its strategy and business model using the ‘Late
Action’ scenario as published in the 2021 Climate Biennial
Scenario. This was the first time the Group had completed

a gquantitative scenario analysis for climate change, including
a macroeconomic, physical and transition risk assessment.

The Group has a clear plan for 2023, focusing on the SME
business within the Enterprise franchise to develop the
capability to assess lending emissions, including customer
engagement to determine where the Group can help its
customers, Work is underway to embed the use of a climate
portal into credit underwriting teams.

Principal risks

Principal risks refer to the key risks that the Group is exposed to. Policy and control frameworks are maintained to support
principal risks and provide guidance on how to achieve strategic objectives whilst managing the risk within defined risk

appetite limits.

The following table provides a summary of the Group's principal risks and their definitions and signposts to where additional
information can be found in the Group's 2022 Annual Report and Accounts:

Cross reference to

Principal risk Definition Group's 2022 Annual
Report and Accounts

Credit risk The risk that a borrowing client or treasury counterparty fails to repay some, or all, of the Page 112
capital or interest advanced to them, due to lack of willingness to pay andfor lack of ability
to pay.

Liguidity risk The risk that the Group is unable to meet its current and future financial obligations as they Page 140
fall due, or is only able 1o do so at excessive cosl.

Market risk The risk of financial loss through unhedged or mismatched asset and liability positions that Page 144
are sensitive to changes in interest rates or currencies,

Operational risk The risk of loss resulting from inadeguate or falled internal processes, people and system Page 147
failures, or from external events.

Compliance, Conduct risk: the risk that the Group's behaviour will result in poor customer outcomes and Page 148

conduct and that the Group's people fail to behave with integrity.

financial crime Compliance and financial crime rigk: the risk of regulatory enforcement and sanction,

risk material financial loss, or loss of reputation the Group may suffer as a result of its failure
to identify and comply with applicable laws, regulations, codes of conduct and standards
of good practice, or that the Group's processes may be used o commit financial crime.

Strategic risk The risk that the Group is unable to meet its objectives through the inappropriate selection Fage 148
or implementation of strategic plans. This includes the ability to generate lending volumes
within the Group's risk appeatite,

Systems and Systems risk: the rizk that new threats are introduced to the Group's critical systems Page 148

change risk resulting in them becoming unavailable during core operational fimes.

Change risk: the risk that transition changes in the business will not be supportad by
appropriate change capability and be improperly implementad. It is also the risk that too
many in-flight changes cause dizruption to business operations.

The following sections provide additional information and updates for the first half of 2023 for each principal risk,
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Principal risks: Credit risk

During the period, the Group has made some changes to the way in which it manages portfolio risk with the inclusion of a
series of early warning indicators and the use of "Vision', the Group's proprietary monitoring tool, in support of fartnightly
portfolio reviews.

The following sections provide additional information and analysis regarding the key areas that are monitored in relation to
credit risk. This includes information about the impairment of financial assets; exposure to credit risk; concentrations of credit
risk and forbearance,

{a) Impairment of financial assets

Ta reflect the potential losses that the Group might experience due to credit risk, the Group recognises impairment provisions
on its financial assets in the financial statements. Impairments are calculated using a forward-looking expected credit loss
(ECL) model. ECLs are an unbiased probability-weighted estimate of credit losses determined by evaluating a range of
possible outcomes.

The Group calculates ECLs and recognises a 'loss allowance’ in the statement of financial position for its financial assets
measurad at amortised cost and at fair value through comprehensive income (FVOCI) and for its loan commitments.

The measurement and calculation of ECLs is detailed in the Group's 2022 Annual Report and Accounts starting on page 113,
During the first half of 2023, there have been no notable changes to the methodology applied in calculating ECLs and the Group
continues to make judgemental adjustments to modelled ECLs to ensure the loss allowance recognised adequately reflects the
expected outcome.

The following sections provide additional information regarding the loss allowance recognised in the statement of financial
position, details about judgemental adjustments applied to modelled ECLs and updates regarding the critical accounting
judgements and estimates associated with the impairment of financial assets.

Analysis of the loss allowance recognised

The following table provides a summary of the loss allowance recognised in the statement of financial position in relation to
each financial assel class. Excepl where noted, the loss allowance is recognised as a deduction from the gross carrying amount
of the asset,

30 Jun 2023 3 Dec 2022
(Unaudited) (Audited)
Judgemental Judgemental
Modelled adjustments Modelled  adjustments
ECL (See page 29) Total ECL (See page 29) Total
£m £m £m £m £m £m
Cash and balances at ceniral banks <0.1 - =0.1 =0.1 - =0.1
Loans and advances to banks =0.1 - =0.1 <0.1 - =().1
Loans and advances 1o cuslomers
at amortised coet 126.7 3.7 130.4 105.0 6.8 111.8
Loans and advances fo customers
at FVOCI (recognised in FYOCI reserve) 4.4 0.5 4.9 2.4 B 24
Investment securities =0.1 - =0.1 <0.1 - =().1
Loan commilments (recognisaed as a provision) 26 - 2.6 0.5 - 0.5
Total loss allowance recognised 133.7 4.2 137.9 107.9 6.8 1147

For loans and advances to customers at amortised cost and loans and advances to customers at FVOCI, additional analysis
is provided starting on page 24 and 27, respectively.

For cash and balances at central banks, loans and advances to banks and investment securities, the loss allowance is
immaterial, totalling less than £0.1 million in both reported periods. All assets within these asset categories are in Stage 1.

For lean commitments, the £2.6 million loss allowance as at 30 June 2023 comprises £1.6 million in Stage 1, £0.8 million

in Stage 2 and £0.2 million in Stage 3 (31 December 2022; £0.5 million comprised of £0.3 million in Stage 1 and £0.2 million
in Stage 3). The loss allowance on loan commitments is recognised as a provision in the staterment of financial position

isee Note 19 of the Interim Financial Statements). The increase in the loss allowance of £2.1 million is recognised in the
staterment of the profit and loss within impairment losses on financial assets and represents the net ECL charge for the period
(see Note 12 of the Interim Financial Statements).
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Additional analysis of loans and advances to customers at amortised cost
For loans and advances to customers at amortised cost, the loss allowance is £130.4 million (31 December 2022:
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£111.8 millien). The loss allowance is recognised as a deduction from the gross carrying amount of the asset (see Note 14

of the Interim Financial Statements).

The following tables provide an analysis of loans and advances to customers at amortised cost by lending segment’ and the

period-end stage classification:

Enterprise Retail
Consumer Mortgage
As at 30 June 2023 Real Estate SME Lending Brands Total
(Unaudited) Em Em Em £Em Em
Stage 1 4,946.3 2,329.7 521.1 996.7 8,793.8
Stage 2 623.4 326.0 42,7 176.1 1,168.2
Stage 3¢ 179.4 871 6.3 78.0 350.8
Gross carrying amount 5,749.1 2,742.8 5701 1,250.8 10,312.8
Stage 1 (8.2) (18.5) (14.6) (2.7) (44.0)
Stage 2 (6.9) (14.6) (7.6) (0.9) (30.0)
Stage 3° (23.1) (26.0) (5.0) (2.3) (56.4)
Loss allowance (38.2) (59.1) (27.2) (5.9) (130.4)
Carrying amount® 5,710.9 2,683.7 5429 1,244.9 10,182.4
Loss allowance coverage
Stage 1 0.2% 0.8% 2.8% 0.3% 0.5%
Stage 2 1.1% 4.5% 17.8% 0.5% 2.6%
Stage 3 12.9% 29.9% 79.4% 2.9% 16.1%
Total loss allowance coverage 0.7% 2.2% 4.8% 0.5% 1.3%
Enterprise Retail
Consumer Mortgage
As at 31 Decamber 2022 Real Estate SME Lending Brands Total
{Unaudited) (Restated)’ £m £m £m £m £m
Stage 1 4.470.0 2,209.6 487.0 1.022.9 8,279.5
Stage 2 535.6 224 .5 381 99.1 897.3
Stage 3° 145.0 84.0 4.4 50.5 2879
Gross carrying amount 51546 2,608.1 520.5 1,172.5 948647
Stage 1 (6.8) (19.7) {14.1) (2.6) (43.2)
Slage 2 (3.7) (11.6) {6.7) (0.6) (22.6)
Stags 3° (16.4) (23.5) (3.5) (2.6) (46.0)
Loss allowance (26.9) (54.8) (24.3) (5.8) {111.8)
Carrying amount® 5127.7 25533 505.2 1.166.7 9,352.9
Loss allowance coverage
Stage 1 0.2% 0.9% 2.9% 0.3% 0.5%
Stage 2 0.7% 5.2% 17.6% 0.6% 2.5%
Stage 3 11.0% 28.0% 79.5% 5.1% 16.0%
Total loss allowance coverage 0.5% 2.1% 4.6% 0.5% 1.2%

' infermation is based on the revissd lending segments as detailed on pages 5B and 58, Prior pericd comparalives have been restaled accordingly, in which amounis have been reclassiied

fram ‘Real Estate’ nlo the new ‘Retail Morgage Brands' ssgment
Stape 3 includes POCT (purchased or ariginated credi-mpared) loans with a gross camying amownt of £31.5 million, of which £14.8 million relates to Real Estate, £0.5 million to SME

4

and £16.2 milion to Retad Mortgage Brands (31 December 2022 £99.8 million; £16.0 milion Real Estate, £0.7 milion SME and £3.1 milkon Retad Martgage Brands). The associated oss
allewance is £4.3 million, of which £4.8 million relates io Real Estale and a £0.3 millon net impairment gain in Relail Mortgage Brands (31 Decamber 2022: £5.6 milion; £3.5 milion Real

Estaba and £0.1 millon Redall Mortgege Brands)
Excluges fair value adjusiments for hedged risk recognised on leans and advancas 1o cuslomers.

[
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The following tables provide an analysis of loans and advances to customers at amortised cost by agreement type and the

period-end stage classification:

Finance Instalment

Loan lease credit
As at 30 June 2023 receivables raceivables receivables Total
(Unaudited) £Em Em Em Em
Stage 1 8,397.6 2941 3671 8,793.8
Stage 2 1,149.8 1.7 16.7 1,168.2
Stage 3' 336.0 1.6 13.2 350.8
Gross carrying amount 9,883.4 3z4 397.0 10,312.8
Stage 1 (42.3) (0.2) {1.5) (44.0)
Stage 2 (28.4) {0.1) (1.5) (20.0)
Stage 3' (48.8) (0.9} (6.7} (56.4)
Loss allowance {119.5) 1.2) [9.7) {130.4)
Carrying amount? 9,763.9 3.2 387.3 10,182.4
Loss allowance coverage
Stage 1 0.5% 0.7% 0.4% 0.5%
Stage 2 2.5% 5.9% 9.0% 2.6%
Stage 3 14.5% 56.3% 50.8% 16.1%
Total loss allowance coverage 1.2% 3.7T% 2.4% 1.3%

Finance Instalment

Loan lease credit
As at 31 December 2022 receivables receivables receivables Total
(Avudited) £m £m Em £m
Stage 1 7.894.2 3.5 350.8 8,278.5
Stage 2 880.0 27 14.6 897.3
Stage 3 269.5 25 159 28749
Gross carrying amaunt 90437 9.7 381.3 9,464.7
Stage 1 (41.2) (0.2) [1.8) (43.2)
Slage 2 (21.1) {0.1) (1.4) (22.6)
Stage 3' (37.3) (1.7) (7.0} (46.0)
Loss allowance (99.5) (2.0 {10.2) {111.8)
Carrying amaunt® 8,944.1 vy 3T 9,352 8
Loss allowance coverage
Stage 1 0.5% 0.6% 0.5% 0.5%
Stage 2 2.4% 3.7% 9.6% 2.5%
Stage 3 13.8% 68.0% 44.0% 16.0%
Total loss allowance coverage 1.1% 5.0% 2.7% 1.2%

! Staga 3 lnan racaivables inclde ‘POCI (purchased or crginated credit-impaired) Inans with a gross carmying amound of £31.5 mdlion {31 December 2022 £19.8 milkon) and & loss slowanca

af £4.3 million (31 Decambar 2022; £3.6 milkon)
? Excluges far value adjustments Tor hadged risk recognised on 10ans and Sdvances 1o cuslomers.
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The following table provides an analysis of movements in the loss allowance associated with loans and advances to customers
at amortised cost during the six months ended 30 June 2023, The table is compiled by comparing the position at the end of the
period to that at the beginning of the period. Transfers between stages are deemed to have taken place at the start of the
period, with all other movements shown in the stage in which the asset is held at the end of the period. Where loans have been
added (including originations, purchases and acquisitions through business combinations) or removed (including derecognitions
and disposals) during the period, the full period movement is reflected on the relevant addition/disposal row.

Six months ended 30 June 2023 Stage 1 Stage 2 Stage 3 Total
(Unaudited) £m Em Em £m
As at 1 January 2023 43.2 22.6 46.0 111.8

Met ECL charge for the period

Transfer from Stage 1 (3.0) 2.7 0.3 -
Transfer from Stage 2 2.3 (4.4) 21 -
Transfer from Stage 3 0.5 1.1 (1.6) -
Mew financial assets originated or purchased 10.2 3.0 0.5 13.7
Fimancial assets derecognised (excluding disposals) (7.2) (3.8) (5.1) (16.1)
Changes in credit risk’ (2.0) 8.8 15.6 22.4
MNet ECL charge for the period 0.8 7.4 11.8 20.0
Other movemeants

Other adjustments - = (1.4) (1.4)
Total other movements - - (1.4) {1.4)
Total movement in loss allowance 0.8 7.4 10.4 18.6
As at 30 June 2023 44.0 30.0 56.4 130.4

The net ECL charge for the period represents the amount recognised in the statement of profit and loss within impairment
losses on financial assets (see Note 12 of the Interim Financial Statements). An analysis of this charge/{credit) by lending
segment’ is provided in the following table.

For the six months ended 30 June 2023 [Reslaifg]??
(Unaudited) £m £m
Real Estate 127 0.5
SME 4.3 6.0
Consumer Lending 29 5.2
Retail Morigage Brands 0.1 1.3
Met ECL charge for the period 20.0 13.0

The higher net ECL charge in the current period is predominantly attributable to growth in the loan book (including loans
acquired as part of the Bluestone Mortgages Limited acquisition), along with updated valuations, particularly in commercial
investment where property prices fell in Q4 2022. This was partially offset by the reduction in the cost of living post-model
adjustment (PMA) (see page 29).

1 Changes in credil isk indudes changes resulling fom nel changes in lending (incuding repayments, addilional drawdewns and scerued interest] and changes resulling from adjualments
o the models wsed in the cakeulation of ECLS {including madel inputs and underying assumglions).

# Informaticn is based on the revised lerding segments as detailed on pages 58 and 59, Prior pericd comparatives have been restated accordingly, in which amounts have been reclassified
from ‘Rieal Estate’ nto the new ‘Retail Moripage Brands’ sagment
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Movements in the gross carrying amount of loans and advances to customers at amortised cost during the six months ended
30 June 2023 are shown in the following table. The table is compiled using the same methodology as described for the loss
allowance movement table on the previous page.

Six months ended 30 June 2023 Stage 1 Stage 2 Stage 3 Total
(Unaudited) Em Em Em Em
As at 1 January 2023 8,279.5 897.3 287.9 9,464.7

Movements in gross carrying amount

Transfer from Stage 1 (496.9) 468.1 28.8 -
Transfer from Stage 2 290.0 (352.2) 62.2 -
Transfer from Stage 3 9.2 123 (21.5) —
Mew financial assets originated or purchased 1,7271 261.0 3B 2,026.2
Financial assets derecognized (excluding disposals) (945.4) (94.8) (36.5) (1,076.7)
Met changes in lending’ (69.7) (23.5) (8.2) (101.4)
Total movement in gross carrying amount 514.3 270.9 62.9 848.1
As at 30 June 2023 8,793.8 1,168.2 350.8 10,312.8

Additional analysis of loans and advances to customers at FVOCI

For loans and advances to customers at FVOCI, the loss allowance is £4.9 million (31 December 2022: £2.4 million). The loss
allowance does not reduce the carrying amount of these assets, which remain at fair value. Instead, the loss allowance is
recognised in the FVOCI reserve.

The following table provides an analysis of loans and advances to customers at FVOC| by period-end stage classification.
All FYOCI loans are attributable to the Retail Mortgage Brands lending segment? and all represent mortgage loan receivables,

30 Jun 2023 31 Dec 2022

(Unaudited) (Audited)
£m £m
Stage 1 1,769.5 1,285.4
Stage 2 212.0 288
Stage 3 9.8 2.2
Carrying amount® 1,991.3 1,316.4
Slage 1 (3.9) (1.9)
Stage 2 (0.6) (0.3)
Stage 3 (0.4) (0.2}
Loss allowance (4.9) (2.4)
Loss allowance coverage
Stage 1 0.2% 0.1%
Stage 2 0.3% 1.0%
Stage 3 4.1% 9.1%
Total loss allowance coverage 0.2% 0.2%

! Mat changas in landing includes repayments, additional dressdowns end accrueed intenast.

# This is based on tha revised landing segments as deteded on pegas 58 and 59, Prior ta this changa, FPYOC) loans ware atiributabla 1o Real Estate and ThL Morigages,
Fallowing the changas 1o lending sagmanis. &l FWOC! loans are now included in the new 'Relad Morigege Brands’ segment.
* Excluges far value adjustments Tor hadged risk recognised on l0ans and Sdvances 1o cuslomers.
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The following table provides an analysis of movements in the loss allowance associated with loans and advances to customers
FWOCI during the six months ended 30 June 2023. The table is compiled by comparing the position at the end of the period to
that at the beginning of the period. Transfers between stages are deemed to have taken place at the start of the period, with

all other movements shown in the stage in which the asset is held at the end of the period. Where loans have been added
(including originations, purchases and acquisitions through business combinations) or removed (including derecognitions

and disposals) during the period, the full period movement is reflected on the relevant addition/disposal row.

Six months ended 30 June 2023 Stage 1 Stage 2 Stage 3 Total
(Unaudited) £m £m Em £m
As at 1 January 2023 1.9 0.3 0.2 24
ECL charge for the period

Transfer from Stage 1 - = - =
Transfer from Stage 2 - (0.1) 0.1 -
Transfer from Stage 3 - 0.1 (0.1) =
Mew financial assets originated or purchased 1.1 0.1 - 1.2
Fimnancial assets derecognised (excluding disposals) (0.1) (0.1) (0.1) (0.3)
Changes in credit risk’ 1.0 0.3 0.3 1.6
Met ECL charge for the period 2.0 0.3 0.2 2.5
As at 30 June 2023 39 0.6 0.4 49

The net ECL charge for the period represents the amount recognised in the statement of profit and loss within impairment
losses an financial assels (see Note 12 of the Interim Financial Statements).

The higher net ECL charge in the current period is predominantly attributable to growth in the loan book due to originations
and loans acquired as part of the Bluestone Mortgages Limited acquisition. Changes in the economic outlook included within
the calculation of ECLs is another contributory factor,

Movements in the carrying amount of loans and advances to customers at FVOCI (excluding fair value adjustments for hedged
risk) during the six months ended 30 June 2023 are shown in the following table. The table is compiled using the same
methodology as described for the loss allowance movement table above.

Six months ended 30 June 2023 Stage 1 Stage 2 Stage 3 Total
(Unaudited) Em Em Em Em
As at 1 January 2023 1,285.4 28.8 2.2 1,316.4

Movements in carrying amount

Transfer from Stage 1 (87.7) 82.2 5.5 -
Transfar from Stage 2 0.5 (3.5) 3.0 -
Transfer from Stage 3 0.7 0.5 (1.2) -
Mew financial assets originated or purchased 622.2 48.8 - 671.0
Financial assets derecognised (excluding disposals) (8.1) (0.4) (D.7) (9.2)
Change in fair value 19.7 24 0.1 222
Met change in lending?® (63.2) 53.2 0.9 (9.1)
Total movements in carrying amount 4841 183.2 7.6 674.9
As at 30 June 2023 1,769.5 2120 9.8 1,991.3

! Changes in credit sk includes changas rasulting from net changes in lending (including repayments, additional drawdcwns and sccrued intenast] and changes resulting from adusimants
%0 the madels usad in the calculation of ECLE (including madel nputs and undartying &ssumEkons).
Z Met changes in lending includes repayments, additional drewdowns and accrued infenat.
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Judgemental adjustments to modelled ECLs

Limitations in the models used to calculate ECLs may be
identified through the ongoing performance monitoring and
assessment and validation of the outputs from the models.
Consequently, in certain circumstances, the Group makes
judgemental adjustments to the modelled output to ensure
the overall loss allowance recognised adequately reflects
the risk in the portfolio.

Judgemental adjustmeants take the form of post-model

adjustments (PMAs) and overlays:

« Post model adjustments: PMAs are calculated at a
granular level through data driven analysis to take into
account particular attributes of the portfolio that have
not been adequately captured by the models.

= Overlays: overlays are adjustments to the modelled
outputs that do not meet the definition of a PMA. These
include adjustments that are not calculated through
modelled or data driven analysis.

All judgemental adjustments are carefully monitored and
are reviewed and approved at least every six maonths at

the Group Impairment Committee and the Audit Committee,
along with other key impairment judgements. Where
appropriate judgemental adjustments are incorporated

into future model development.

In the current environment, judgemental adjustments have
the patential to significantly impact the loss allowance
recognised and invalve the application of significant
management judgement. Accordingly, judgemental
adjustments to modelled ECLs continue to be identified

as an area of critical judgement (see page 30).
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In both reported periods, the Group has specifically
considered the impact of the increase to cost of living and
the increase in interest rates, as the Group's models have
not been trained over a comparable period in these areas.
To reflect this. a cost of living PMA has been applied in both
reported periods, as summarised and quantified below.
There were no other PMASs or overlays applied.

The cost of living PMA in both reported periods reflects the
refinance risk to a higher interest rate for high risk loans in
the Real Estate and Retail Mortgage Brands segments that
are maturing in the following 12 month period, increased input
prices and supply issues within SME and affordability risk in
Consumer Lending. The PMA is applied to customers with a
similar risk profile. Further detail regarding the calculation is
provided in the Group's 2022 Annual Report and Accounts,
starting on page 116.

In the current period, the cost of living PMA in all lending
segments reduced. The reduction in the Real Estate and
Retail Mortgage Brands PMA reflects an updated approach
that considers the lifetime probability of default {PD) rather
than Stage 2 coverage, which is deemed to increase
accuracy. The reduction in the SME PMA reflects a more
targeted PMA based on customer and sector risk. The
reduction in the Consumer Lending PMA reflects a smaller
segment of customers potentially exposed to affordability
risk with six-rmonths more performance information.

As at 30 June 2023, the cost of living PMA has all been
assigned to Stage 1 given the forward-looking nature of the
risks on affordability driven by higher inflation and refinance
risk given higher interest rates. The PMA recognised as at
31 December 2022 was also all assigned to Stage 1.

30 Jun 2023 31 Dec 2022
{Unaudited) {Unaudited) (Restated)’
Retail Retail
Real Consumer Mortgage Real Consumer Mortgage
Estate SME Lending Brands Total Estate SME Lending Brands Total
£m £m £m £Em £m £m £m £m £m £m
Cost of living PMA 0.2 2.4 0.6 1.0 4.2 11 32 1.1 14 6.8
Total judgemental
adjustments to 0.2 24 0.6 1.0 4.2 1.1 32 1.1 1.4 6.8

modelled ECLs

1 Informaticn is based on the revised lerding segments as detailed on pages 58 and 59, Prior pericd comparatives have been restated accordingly, in which amounts have been reclassified

fram ‘Real Estate’ nto the new ‘Ratail Morigage Brands' sagment
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Critical judgements relating to the impairment of financial assets

The measurement of ECLSs requires the Group to make a
number of judgements. The judgements that are considered
to have the most significant effect on the amounts in the
financial statements are unchanged to those identified in
the Group's 2022 Annual Report and Accounts and include:

« assessing whether there has been a significant increase
in credit risk (SICR) from initial recognition (resulting in
the financial asset being transferred to Stage 2);

« determining whether a financial asset is in default or
is credit-impaired (resulting in the financial asset being
transferred to Stage 3); and

« determining whether a financial asset is ‘cured’
(and is therefore reclassified back to a lower stage).

These judgements have an impact upon the stage the
financial asset is allocated to and therefore whether a
12-month or lifetime ECL is recognised.

The impairment of cash and balances at central banks, loans
and advances to banks, investment securities and loan
commitments is immaterial. As such, the area where these
judgements have the most significant effect specifically relates
to the impairment of loans and advances to customers.

Additional details regarding information used and
considerations applied when making these judgements are
provided in the Group's 2022 Annual Report and Accounts
slarting on page 124. There are no notable updates or
changes to report for the current period,

A further area of judgement that is considered to have a
significant effect on amounts in the financial statements is

the application of judgemental adjustments to modelled ECLs.
Judgemental adjustments are applied to the modelled ECL
amount when the Group judges that the modelled ECL does
not adequately reflect the expectad risk in the portfolio, or
where there is a risk that the model cannot be expected to
pick up based on previous experience. Details of judgemental
adjustments to the modelled ECL are provided on page 29.

Critical accounting estimates relating to the impairment of financial assets

The calculation of ECLs requires the Group to make a number
of assumptions and estimates. The key assumptions and
estimates that, depending on a range of factors, could result
in a material adjustment in the next financial period are
unchanged to those identified in the Group's 2022 Annual
Report and Accounts (see page 127). Specifically, this relates
to the forward-looking economic scenarios used in the
calculation of ECLs and the probability weightings applied to
these scenarios, along with the key inputs and assumptions
used in the ECL models, Updates on these matters are set
out below

The impairment of cash and balances at central banks,
loans and advances to banks, investment securities and
loan commitments is immaterial. As such, the area where
the assumptions and estimates set out below could have the
most significant impact specifically relates to the impairment
of lnans and advances to customers.

Forward-looking information

In both reported periods the Group has used four forward-
looking economic scenarios: a base case (central view),

an alternative upside scenario, an alternative moderate
downside scenario and an alternative severe downside
scenario. Scenarios are developed based on the information
available at the time (which may differ to actual cutcomes).

Shawbraok Group ple

As at 30 June 2023, the economic scenarios used reflected
the Group's expectations based on the information available
at the time. Assumptions embedded in the scenarios included:
consideration that households and businesses face the
residual impact of the cost of living crisis, higher taxes and
more income being spent on debt service costs. GDP was
expected to nominally avoid recession in 2023, before slightly
contracting in 2024, Labour market resilience confines the rise
in the unemployment rate to 4.4% by early 2024. Inflation was
expected to be back on target during Q4 2024, provided
energy prices do not spike again. Interest rates were
expected to rise to 5.25% in Q3 2023, remaining there until
14 2023, before slowly falling back to a neutral rate of 2.25%.
Given the impact of rising interest rales on affordability, house
prices wera expected to fall 8.6% from their peak by Spring
2024, The downside scenario assumed persistent rises in
inflation, contractions in investment, and house price falls of
15%. The severe downside scenario assumed more problems
in the financial sector and a severe credit crunch.

This is in contrast to the economic scenarios used as at

31 December 2022, which reflected the expectation that the
UK economy would enter a shallow recession in all scenarios.
The scenarios incorporated the elevated interest rate
environment present at the time and the expectation that
interest rates would remain elevated for longer, that there
would be high inflation, and the potential for a fall in house
prices as increased interest rates reduced affordability,
particularly for first-time buyers.
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As at 30 June 2023
(Unaudited) 2023 2024 2025 2026 2027
Base 0.0% 1.1% 2.2% 2.4% 1.9%
GOP — % average Lipside 0.4% 2.8% 2.8% 2.3% 1.8%
change year-on-yaar Downside (0.5%) (1.3%) 2.9% 3.6% 1.9%
Severe downside (0.9%:) (3.0%) 2.5% 4.7% 2.4%
Base 4.50% 4.00% 3.25% 2.75% 2.25%
Upside 4.50% 3.25% 2.75% 2.25% 2.25%
Bank Rate (%) Downside 5.00% 4.50% 4.00% 3.25% 2.75%
Severe downside 5.50% 5.25% 5.00% 4.25% 3.25%
Base 4.3% 4.4% 4.2% 4.1% 4.1%
Upside 3.5% 3.7% 3.9% 3.9% 3.9%
™
UK Unemployment (%) Downside 4.5% 5.9% 5.4% 4.7T% 4.5%
Severe downside 4.9% 7.7% 7.0% 5.4% 5.0%
Base 3.9% 2.0% 2.0% 2.0% 2.0%
Consumer Price Index — Upﬁida 2.9% 1.0% 2.0% 2.0% 2.0%
% change year-on-year Downside 5.5% 3.5% 2.0% 2.0% 2.0%
Severe downside 7.3% 8.5% 2.1% 2.0% 2.0%
Base (7.9%) (1.1%) 4.0% 3.8% 3.6%
LUK Residential House Price Index — Upside (2.2%) 7.5% 3.8% 3.5% 3.2%
% change year-on-year Downside {8.2%) {5.7%) (0.9%) 3.7% 4.0%
Severa downside (10.4%) (12.6%) 12.1%) 6.5% 51%
As at 31 Decamber 2022
(Avudited) 2023 2024 2025 2026 2027
Base {1.1%) 1.8% 31% 3.3% 2.0%
GOP - % average Lipside 0.5% 3% 3.0% 3.0% 2.0%
change year-on-yaar Downside (1.7%) 0.7% 3.3% 3.3% 2.0%
Severe downside (3.0%) (0.7%) 3,4%, 4.5% 2.8%
Base 3.50% 2.75% 2.50% 2.25% 2.25%
Upside 3.25% 2.50% 2.25% 2.25% 2.25%
Bank Rate (%) Downside 4.25% 3.75% 3.00% 2.25% 2.25%
Severa downside 5.00% 4.75% 3.75% 2.75% 2.25%
Base 4.8% 4.5% 4.1% 4.1% 4.1%
UK Unemployment (%) UptdeE- 3.5% 3.7% 3.9% 3.9% 3.9%
Downside 5.7% 5.9% 4.9% 4.4% 4.4%
Severs downside 6.9% 7.8% 6.2% 5.1% 4.7%
Base 6.6% 2.0% 2.0% 2.0% 2.0%
Consumer Price Index — Upside 3.8% 2.0% 2.0% 2.0% 2.0%
% change year-on-year Downside 8.7% 2.2% 2.0% 2.0% 2.0%
Severe downside 12.5% 6.2% 2.1% 2.0% 2.0%
Base (B.4%) (0.3%) 3.7% 3.4% 6%
UK Residential House Price Index —  Upside 3.4% 3.1% 4.3% 4.0% 3.6%
% change year-on-year Downside (10.8%) (3.9%) 0.6% 3.1% 3.6%
Severe downside [15.7%) (10.4%) 4.3% 4.8% 3.9%
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Principal risks: Credit risk

The probability weightings applied to the four economic scenarios used are as follows:

30 Jun 2023 31 Dec 2022

(Unaudited) (Audited)
Base 40% 40%
Lipside 10% 10%:
Downside 35% 5%
Severe downside 15% 15%

The Group discussed the development of the central view during the first half of 2023 and the view that in H2 2023 there should
be more certainty that the base case is approaching the most likely scenario. Given the curment uncertainty in the outlook, the
Group decided to maintain the probability weightings used as at 31 December 2022 for the current reporting period.

The calculation of ECLs is sensitive to the assumptions made regarding the forward-looking scenarios used and the probability
weightings applied. The Group performs sensitivity analysis to assess the impact that certain changes would have upon the
loss allowance recognised on its loans and advances to customers. Loans and advances to customers at FVOCI are not
currently included in this sensitivity analysis as the Group is developing its methodology to provide meaningful analysis.
Sensitivity analysis therefore just looks at the impact of certain changes upon loans and advances to customers measured

at amortised cost.

The: following table shows the loss allowance as at 30 June 2023 for loans and advances to customers at amortised cost based
on the probability-weighted multiple economic scenarios, as recognised in the statement of financial position, and the impact on
this loss allowance if each individual forward-looking scenario was weighted at 100%.

In relation to the below analysis, in each of the scenarios, judgemental adjustments to modelled ECLs (see page 29) are
assumed to be constant and have been added back into each of the scenarios.

Probability- Increase/|decrease) in loss allowance
weighted loss if scenario weighted at 100%

allowance per
statement of Severe
As at 30 June 2023 financial position Base Upside Downside downside
(Unaudited) Em Em £Em £m £m

Loans and advances to customers at amortised cost

Real Estate and Retail Morgage Brands' 44.1 (3.4) (11.0) 24 127
SME 59.1 (1.4) (3.5) 1.1 4.3
Consumer Lending 27.2 (1.1) (2.0) 0.6 34
Total for loans and advances to customers at amortised cost 130.4 (5.9) (16.5) 41 204

1 For e purpose of senaitvity analysiz, Retsl Morlgege Brands is grouped in wilh Real Estate while the Group develops ils methodolegy.
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Principal risks: Credit risk

Model estimations

ECL calculations are outputs of complex models with a number of underlying assumptions regarding the choice of variable
inputs and their interdependencies. The Group considers the key assumptions impacting the ECL calculation to be within the
probability of default (FD) and loss given default (LGD). Sensitivity analysis is performed by the Group to assess the impact
of changes in these key assumptions on the loss allowance recognised on its loans and advances to customers. Loans and
advances to customers at FVOCI are not currently included in this sensitivity analysis as the Group is developing its
methodology to provide meaningful analysis. Sensitivity analysis therefore just looks at the impact of certain changes upon
loans and advances to customers measured at amortised cost.

A summary of the key assumplions and sensitivity analysis as at 30 June 2023 is provided in the following table.

Assumption Sensitivity analysis (Unaudited)

PD + A 10% increase in the PD for each customer would increase the total loss allowance on leans and
advances to customers at amortised cost by £5.4 million.

LGD: Real Estate and
Retail Mortgage Brands'

= Property value « A 10% absolute reduction in property prices would increase the loss allowance on loans and advances
to customers at amortised cost in the Real Estate and Retail Mortgage Brands segments by £10.2 million.

= A 5% absolute increase in the forced sale discount would increase the loss allowance on loans and
advances to customers at amortised cost in the Real Estate and Retail Mortgage Brands segments
by £6.9 million.

+ Forced sale discount

LGD: SME

+ Absolute LGD value + A 5% absolute increase in the LGD applied would increase the total loss allowance on loans and
advances to customers at amortised cost in SME by £6.8 million.

LGD: Consumer Lending

+ Loss given charge-off + A 10% absolute increase in the loss given charge-off would increase the loss allowance on loans and
advances to customers at amortised cost in Congumer Lending by £3.3 million.

(b) Exposure to credit risk

Maximum exposure to credit risk
The following table presents the Group's maximum exposure to credit risk before taking into account any collateral held or other
credit risk enhancements (unless such enhancements meet accounting offsetting enhancements).

Far financial assets, the maximum exposure to credit risk is the carrying amount. For the purposes of this disclosure, fair value
adjustments for hedged risk recognised on loans and advances to customers are not included. For loan commitments, the
maximum exposure to credit nsk is the full amount of the committed facilities.

30 Jun 2023 31 Dec 2022

{Unaudited) (Audited)

£m £m

Cash and balances at cenfral banks 1,949.5 20371
Loans and advances 1o banks 434.3 263.6
Loans and advancas o customears al amortised cost 10,182.4 03529
Loans and advances to customers at FVOCI 1,991.3 1,316.4
Investment securities 718.2 691.0
Derivative financial assets 557.2 3307
Loan commitments 1,600.0 1.628.7
Maximum exposure to credit risk 17,432.9 15.620.4

1 For e purpose of senaitvity analysis, Retsi Morlgege Brands is groupsd wilth Real Estate while the Group develops il methodalogy.
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Principal risks: Credit risk

Credit risk grading

To assess exposure to credit risk, the Group has developed a credit risk grading system, as set out in the table below, which
maps to a common master grading scale. This credit risk grading system is applied to the Group’s financial assets for which a
loss allowance is recognised, together with loan commitments. The grading system remains unchanged compared to that used
in the year ended 31 December 2022 and consists of 25 grades on a master grading scale, reflecting varying degrees of risk
and default.

Credit risk grading Master grading scale PD range

Low risk 1-10 <=0.38%

Medium risk 11-15 =0.38% to <= 1.76%
High risk 16-25 =1.76%

The fallowing information provides an analysis of the Group's exposures to credit risk by credit risk grade and period-end stage
classification. The credit risk grade refers to the grades defined in the preceding table. The period-end stage classification refers
to the IFRS 9 stage. It should be noted that the credit risk grading is a point-in-time assessment, whereas the period-end stage
classification is determined based on the change in credit risk since initial recognition. As such, for non-credit impaired financial
assels. there is not a direct relationship between the credit risk grade and stage classification.

For cash and balances at central banks, loans and advances to banks and investment securities, all exposures are graded
as low risk and are in Stage 1 in both reported periods.

For loans and advances to customers at amortised cost and loan commitments, analysis is provided in the following tables.
For leans and advances to customers at FVOCI, the Group is currently developing its credit grading model, consequently,
credit grading information is not provided for these loans for this reporting period.

30 Jun 2023 31 Dec 2022
{Unaudited) (Audited)

Loans and advances
to customers at Stage 1 Stage2  Stage 3° Total Stage 1 Stage 2 Stage 3' Total
amortised cost £m £m £m £m £m £m £m £m
Low risk 754.2 8.2 0.8 763.2 923.2 8.2 - 931.4
Medium risk 4,053.0 225.3 0.7 4,279.0 32104 141.4 1.4 3,353.2
High risk 2,989.9 758.6 27.3 4,019.8 3,168.9 G483 235.8 4,053.0
Ungraded? 996.7 176.1 T8.0 1,250.8 9r7.0 904 50.7 1,127 1
Gross carrying amount 8,793.8 1,168.2 3508 10,3128 8.279.5 8973 2879 04647
Loss allowance (44.0) (30.0) (56.4) (130.4) {43.2) {22.8) {46.0) {111.8)
Carrying amount® 8,749.8 1,138.2 2044 101824 8,235.3 874.7 2419 093529
30 Jun 2023 31 Dec 2022
(Unaudited) {Audited)
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Loan commitments Em Em £m £m £m £m Em Em
Low risk 1,023.2 - - 1,023.2 986.6 - - 986.6
Medium risk 237.5 9.4 - 246.9 302.5 - - 302.5
High risk 268.6 50.8 10.5 3299 2809 57.0 1.7 3396
Total amount committed 1,529.3 60.2 10.5 1,600.0 1.570.0 57.0 1.7 1.628.7

! Stage 3 includas 'POCH [purchased or ariginated cradit-mpared) kbans with & gross camying amount of £31.5 millon, of which £15.3 millicn = hgh risk and £16.2 million ungradad
{31 December 2022. £18.8 milion, E18.7 million high risk and £3.1 million ungraded). The assocaled loss alowanca is £4.3 million (31 Decamber 2022; £3.6 milion ).

2 Far lnans in Retail Mortgape Brands, the Group is developing ils credit grading model. Loans that will be subject o the new grading methodology are dassified as ‘ungraded’,
* Excluges fair value adjusiments for hedged risk recognised on leans and advancas 1o cuslomers.
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A concentration of credit risk exists when a number of counterparties are located in a gecgraphical region or are engaged in
similar activities and have similar economic characteristics that would cause their ability to meet contractual obligations to be
similarly affected by changes in economic or other conditions. The Group monitors concentrations of credit risk and implements

limits on concentrations where necessary in order to mitigate and control credit concentration risk.

Additional analysis regarding concentrations of credit risk in relation to loans and advances to customers, the principal source
of credit risk for the Group, is provided below. Amounts included in these tables present the combined carrying amount of the
Group’s loans and advances to customers at amortised cost and at FVOCI.

Concentrations of credit risk by geographic location
The following tables analyse the combined carrying amount of loans and advances to customers at amortised cost and at
FWOCI by lending segment”’ and geographic location. The Group is predominantly a UK lender and continues to maintain a
geographically diverse portfolio spanning across the UK. Outside of the UK, a small proportion of loans are attributable to
counterparties domiciled in the Channel Islands, representing 0.2% of total loans (31 December 2022: 0.3% of total loans).

Enterprise Retail

Consumer Mortgage
As at 30 June 2023 Real Estate SME Lending Brands Total
(Unaudited) £m £m £m £m £m
East Anglia 155.0 114.4 20.2 128.3 417.9
East Midlands 27MA 148.2 359 2141 669.3
Greater London 2,093.2 671.2 59.2 698.6 3,522.2
Guemsay/Jersey/lsle of Man 13.7 12.8 - - 26.5
Maorth East 110.1 36.9 29.2 102.7 278.9
Morth West 547.0 281.4 61.6 3521 1,242.1
Morthern Ireland 9.3 0.9 0.2 — 104
Scotland 284.3 64.4 64.9 237.7 651.3
South East 1,103.0 410.4 103.7 7241 23412
South Wast 358.1 360.9 44,6 205.7 969.3
Wales 139.4 75.3 27.0 107.8 3448.5
West Midlands 3396 244.6 48.2 236.1 BG8.5
Yorkshire/Humberside 2871 262.3 48.2 229.0 826.6
Carrying amount?® 5,710.9 2,683.7 542.9 3,236.2 12,473.7

Enterprise Retail

Consumer Morgage
As at 31 December 2022 Real Estate SME Lending Brands Total
(Unaudited) (Restated)’ £m £m £m £m £m
East Anglia 148.5 110.5 19.2 100.1 379.3
East Midlands 2382 112.3 34.0 158.6 544 .1
Greater London 1,814.8 G70.6 848 517.8 31579
GuemseylJersey/lsle of Man 16.1 131 - - 29.2
Morth East 71.2 3ra 26.9 825 218.5
Morth West 4616 281.2 58.0 27.2 1.072.0
Marthern Ireland B.0 1.0 0z - 7.2
Scotland 2834 78.0 59.6 180.7 601.7
South East o796 3492 a7.2 562.9 1,988.9
South West 3254 3356 41.7 164.1 BEGE.8
Wales 1231 7.7 247 86.2 3057
West Midlands 2804 2256 449 181.2 7411
Yorkshire/Humberside 2694 2666 44,2 176.7 756.9
Carrying amount? 51277 2,563.3 505.2 24831 10,669.3

1
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Principal risks: Credit risk

Concentrations of credit risk by loan size

The following tables present an analysis of the combined carrying amount of loans and advances to customers at amortised
cost and at FVOCI by lending segment’ and loan size. The Group continues to manage concentration risk through product
caps, restricting large exposures to higher credit graded customers, and through specific risk appetite limits on exposure to
larger counterparties. Loans with a carrying amount exceeding £25.0 million represents 2.6% of total loans (31 December 2022:
1.9% of total loans) and 64.0% of total loans have a carrying amount of less than £1.0 million (31 December 2022: 63.8% of
total loans).

Enterprise Retail

Consumer Mortgage
As at 30 June 2023 Real Estate SME Lending Brands Total
(Unaudited) Em £m Em Em £m
0 — £50k 135.2 30.7 542.4 36.3 T44.6
E£50k — E100k 3554 41.5 0.5 364.2 T61.6
E100K — £250k 1,062.2 839 - 1,589.3 27354
E£250K — £500k 1,222.9 103.5 - 964.0 2,200.4
ESD0k — £1.0 million B868.8 156.86 - 2374 1,262.8
£1.0 million — £2.5 million 980.8 366.3 - 42.2 1,389.3
£2.5 million — £5.0 million 480.4 464.2 - 2.8 947.4
E£5.0 million — £10.0 million 309.7 439.2 - - T48.9
£10.0 million - £25.0 millicn 239.4 740.1 - - a79.5
= £25.0 million 56.1 257.7 - - 3138
Carrying amount?® 5,710.9 2,683.7 542.9 3,236.2 12173.7

Enterprize Retail

Consumer Mortgage
As at 31 December 2022 Feal Estate SME Lending Brands Total
(Unaudited) (Restated)’ £m £m £m £m £m
0 - £50k 140.2 31.3 504.9 124 708.8
ESDk — £100k 354.8 3.4 0.3 288.1 681.6
E100k — £250k 10227 9.4 - 1,207.3 23214
£250k — £500k 1,134.1 106.7 - TABD 1,878.8
E500K — £1.0 million TO0.4 144.8 - 182.4 11176
£1.0 million = £2.5 million 8259 3927 - 321 1,250.7
£2.5 million — £5.0 million 357.6 448.5 - 2.8 B06.9
£5.0 million — £10.0 million 2575 4319 - - GE9.4
E£10.0 million — £25.0 million 188 8 T17.8 - - 806.6
= £25.0 million 55.7 151.8 - - 207.5
Carrying amount® 5127.7 2,553.3 505.2 24831 10,669.3

1 information is based on the revised larding segments as detsiled on peges S8 and 5%, Prior paricd comparatives have been rastated accordingly, in which amounts have baen raclassified

from ‘Resl Estate’ into the new ‘Retail Mongage Brands' sagment
z Excluges fair value adjusiments for hedged risk recognised on leans and advancas 1o cuslomers.
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The following tables present an analysis of the combined carrying amount of loans and advances to customers at amortised

cost and at FVOCI by lending segment’ and industry. The industry segmentation of the Group's leans and advances to

customers remains focused on mortgages and real estate activities, which represents 71.1% of total loans (31 December 2022;

68.7% of total loans).

Enterprise Retail

Consumer Mortgage
As at 30 June 2023 Real Estate SME Lending Brands Total
(Unaudited) £m £m £m £m £m
Agriculture, forestry and fishing 0.4 21.6 - - 22.0
Manufacturing 25 216.9 - - 219.4
Transport, storage and utilities B.5 328.0 — 0.2 336.7
Construction 425.9 430.6 - - 916.5
Wholesale and retail trade 131 197.6 - - 210.7
Real estate activities 3,515.5 558.2 - 7.7 47854
Financial and insurance activities 16.4 609.4 - - 625.8
Services and other 104.6 256.5 - 0.9 362.0

Parsonal:

Mortgages 1,346.7 4.8 - 2,523.4 38749
Other 277.3 0.1 542.9 - 820.3
Carrying amount® 57109 2,683.7 542.9 3,236.2 1214737

Enterprise Retail

Consumer Maorgage
As at 31 December 2022 Real Estate SME Landing Brands Total
{Unaudited) (Restated)’ £m Em £m £m £m
Agricullure, forestry and fishing nz2 16.5 - - 16.7
Manufaciuring 28 203.4 - - 2068.0
Transport, storage and ufilities 7.0 266.9 = 0.2 2741
Construction 386.0 450.1 - - B46.1
Wholesale and retail trade 131 192.0 - - 2051
Real eslate activities 3,026.0 553.0 - 523.7 41027
Financial and insurance activities 203 600.3 - - 620.6
Services and other 104.8 253.0 - 0.9 3587

Personal:

Mortgages 1,261.3 8.0 - 1,958.3 32278
Other 064 0.1 505.2 - B11.7
Carrying amount? 5127.7 2,553.3 505.2 2,4831 10,669.3

1

z Excluges fair value adjusiments for hedged risk recognised on leans and advancas 1o cuslomers.
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The Group maintains a forbearance paolicy for the servicing and management of customers that are in financial difficulty and
require some form of concession to be granted, even if this concession entails a loss for the Group. The Group’s forbearance
policy is outlined in the Group's 2022 Annual Report and Accounts starting on page 138 and is unchanged in the current period.
The Group has a full suite of forbearance options available and these have remained the same in the period to 30 June 2023,

The following table provides a summary of the Group's forborne loans and advances to customers by lending segment and
period-end stage classification. This includes both loans measured at amortised cost and those measured at FVOCI. For FVOCI
loans, the gross carrying amount column represents the carrying amount of these loans (i.e. including fair value adjustments).

30 Jun 2023 31 Dec 2022
(Unaudited) (Audited)
Gross Loss Loss Gross Loss Loss
carrying allowance allowance carrying allowance  allowance
Number of amount recognised coverage Mumber of amount  recognised coverage
As at 30 June 2023 loans £m £m k. loans £m £m o
Real Estate
Stage 2 136 2.1 (0.1) 1.1 148 12,6 0.1) 0.8
Stage 3 475 45.9 (5.3) 11.5 497 45,2 (3.8) a2
Real Estate total 611 55.0 (5.4) 9.8 645 58.8 (3.9) 6.6
SME
Stage 2 136 119.9 (4.9) 4.1 122 68.4 (4.0} 5.8
Stage 3 343 53.2 (10.9) 20.5 450 4386 (10.3) 238
SME total 479 1731 (15.8) 2.1 572 1120 (14.3) 128
Consumer Lending
Stage 2 156 0.7 (0.1) 14.3 184 1.0 10.2) 20,0
Stage 3 G0 2.8 (2.2) T8.6 728 30 (2.4) 80.0
Consumer Lending total 836 is (2.3) 65.7 "z 4.0 (2.6) 65.0
Retail Mortgage Brands
Stage 2 62 10.4 <0.1 0.2 - - - -
Stage 3 277 51.3 (2.0) 39 - - - -
Retail Mortgage Brands total 339 B1.7 (2.0) 32 - - - -
Group
Stage 2 430 140.1 (5.1) 36 454 82.0 4.3) 5.2
Stage 3 1,775 153.2 (20.4) 13.3 1675 92.8 (16.5) 17.8
Group total 2,265 293.3 (25.5) B.T 2,128 174.8 (20.8) 11.8
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During the period, there have been no significant changes or developments in relation to liquidity risk and its management.

The: following section provides updates regarding key metrics that are used by the Group in assessing and monitoring

liquidity risk.

Metrics used in assessing and monitoring liquidity
Liquidity buffer

The Group maintains a liguidity buffer of high gquality liquid assets, as defined by the European Banking Authority’s mandates
and adopted by the Prudential Regulation Authority (PRA). These assets can be monetised to meet stress requirements in line
with internal stress testing and the requirements of the Delegated Regulation on the Liquidity Coverage Ratio (LCR).

The composition of the Group's liquidity buffer is as follows:

30 Jun 2023 31 Dec 2022
(Unaudited) £m £m
Cash and withdrawable central bank reserves (LCR level 1 assels) 1,912.9 2,004.3
Cenfral government assets (LCR level 1 assets) 233.5 -
Extremely high quality covered bonds (LCR level 1 assets) 445,7 4536
High guality covered bonds (LCR lavel 24 assets) - 9.0
Asset backed securities (LCR level 2B asseats) 26.3 13.5
Total liquidity buffer 2,618.4 2480.4

Liguidity coverage ratio

The LCR is a regulatory metric thatl measures a set of standardised liguidity inflows and outflows over a period of 30 days.
The Group calculates the LCR in accordance with the European Banking Authority's LCR standards, as adopted by the PRA.

(Unaudited) 30 Jun 2023 31 Dec 2022
Liquidity buffer (Em) 2,618.4 2,480.4
Total net cash outflows (Em) 791.8 7721
Liquidity coverage ratio (%) 330.7 3213

Net stable funding ratio

The net stable funding ratio (NSFR) is a regulatory metric that measures the amount of stable funding available compared to
the amount of stable funding required. The revised Capital Requirements Regulation (CRR I} requires that the NSFR remains
above a minimum level of 100%. The Group's NSFR remains above this required level, with a ratio of 144.7% as at 30 June

2023 (31 December 2022: 145.6%).

Principal risks: Market risk

During the period, there have been no significant changes or developments in relation to market risk and its management,
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Principal risks: Operational risk

During the period, enhancements were made to the operational resiliency of the Group by ensuring all Group functions had
business continuity plans in place, with ongoing testing to ensure they meet time-critical service expectations. The Group has
made progress in enhancing its internal control framework and has invested in employees with expertise in operational risk and
internal controls to mature in this area. The Group has also invested in technology with a new governance, risk and control toal,
which is dus to be launched in Q4 2023, This will facilitate monitoring, assessment and reporting of risks, controls, and
assurance in one single tool.

The Group continues to operate within important business service impact tolerances, demanstrating sustained resilience levels.
The focus remains on enhancement of regulatory objective activities, introducing risk to safety and soundness impact tolerance
volume-based measures aligned to risk appetite, enabling better monitoring of disruption impact and therefore reacting faster
o recover services. The embedding of service mapping and incident management activities into important business service
owned teams is complete and the plan is on track for other activities to follow in the second half of 2023, The Group has
developed an enhanced and adaptable scenario testing schedule for 2023 and 2024, improving on the approach from 2022,

to test all severe but plausible scenarios, assess resilience capabilities and invest where required to operate within impact
tolerances by 31 March 2025.

Principal risks: Compliance, conduct and financial crime risk

During the period, work has continued towards completing identified enhancements to the financial crime framework through the
Group’s established programme. The focus of the programme in H1 2023 has been upon embedding the controls and delivering
assurance on their effectiveness. An internal audit of the implementation is due to take place in Q3 2023. The period has also
seen the continuation of various initiatives and activities in advance of the Financial Conduct Authority's ‘Consumer Duty'
proposals, which were implemented on 31 July 2023,

The Group is aware of the potential impacts that increased cost of living pressures may have upon its customers. In response,
the Group has reviewed the management of various associated conduct risks, with changes being made to the Group’s
affordability models, forbearance capabilities, and approach to vulnerable customers.

The Group continues to undertake reviews of its compliance with the Consumer Credit Act and other conduct regulations.
During 2023, the Group undertook a judicial review of a Financial Ombudsman Service final decision in a complaint brought
by a timeshare customer. While the Group was ultimately unsuccessful in its challenge, the court found that the Financial
Ombudsman Service made a number of errors of law in reaching its final decision and concluded that each complaint must
be considered on its own individual facts. Based on the information available at the reporting date, the Group has recognised
a provision of £11.4 million reflecting the best estimate of probable outflows associated with timeshare claims (see Note 19 of
the Interim Financial Statements).

Principal risks: Strategic risk

During the period, the Group completed its first TCFD Report and conducted scenario analysis of its strategy and business
model using the ‘Late Action' scenario published by the PRA as part of the 2021 Climate Biennial Scenario. The Group
approved its ESG strategy and climate risk road map for 2023, The Group also acquired Bluestone Mortgages Limited to
extend its presence in the specialist first charge residential mortgage market. In respect of funding, the Group developed
its digital savings capability with a read only application that will be launched to customers in Q4 2023,

Principal risks: Systems and change risk

During the period, the Group continued to invest in technology change, embedding the Product and Engineering Model to
deliver the Group’s digital product strategy to make it simpler and faster for brokers and customers to do business with the
Group. Key enhancements include the launch of our Colleague Hub, an automated solution that streamlines the end-to-end
underwriting process for digital buy-to-let products. Additionally, development continues on the Group's digital savings initiative,
with a phased customer launch expected to start in Q4 2023,

Technology and data continue to remain a core competency for the Group, building on the strong capabilities and foundations
in place. The Group continues to invest in this area and, during the period, has further invested in risk related data analytics
and portfolio monitoring tools. The Mortgage Lender Limited, one of the Group's subsidiary companies, has performed a major
upgrade of its originations and servicing platform and is in the process of moving to the Cloud environment. Additional
investment in modernising other core internal applications has also taken place in order to continue to enhance resiliency.
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Capital risk and management

Capital risk is the risk that the Group has insufficient quantity
and quality of capital to cover regulatory reguirements and/or
to support its own growth plans. Capital risk is a companent
of strategic risk, which is one of the Group's principal risks
(see page 22). Exposure to capital risk could arise due to a
depletion of the Group's capital resources as a result of the
crystallisation of any of the risks to which it is exposed or an
increase in minimurm capital requirements.

Capital risk and its management are detailed in the Group’s
2022 Annual Report and Accounts starting on page 149,

The following section provides relevant updates for the six
months ended 30 June 2023.

Managing capital risk

Management of capital risk is described on page 149 of the
Group’s 2022 Annual Report and Accounts. This sets out the
Group's methods and key objectives for managing capital risk
and how the Group is supervised by its regulators. There
have been no changes of note in the management of capital
risk in the six months ended 30 June 2023,

Regulatory requirements

The Group applies the regulatory framework defined by
the revised Capital Requirements Regulation (CRR 1)

and the Capital Requirements Directive (CRD V). Directive
requirements are implemented in the UK by the PRA

and supplemented through additional regulation under

the PRA Rulebook,

Minimum requirements set out by the regulatory framework
are unchanged compared to 31 December 2022 and are
summarised in the following table:

Common Total
Minimum capital requirements Equity Tier 1 capital
Pillar 1 4.50% 8.00%
Pillar 24, 0.60% 1.07%
Total Capital Requirement 5.10% 9.07%
Regulatory capital buffers
Capital conservation buffer 2.50% 2.50%
Countercyclical capital buffer 1.00% 1.00%
Overall Capital Requirement 8.60% 12.5T%

Additional systemic buffers provided for by CRD V do not
apply to the Group.
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The regulatory minimum for the UK leverage ratio also
remains unchanged compared to 31 December 2022 at
3.25%. Whilst the Group is not required to comply with the
PRA's UK Leverage Ratio Framework until its retail deposits
exceed the £50 billion threshold, the PRA has stated its
expectation that all UK firms should manage their leverage
risk so that the ratio does not ordinarily fall below 3.25%.
Consequently, the Group treats 3.25% as its minimum
requirement,

The Group maintains an adeguate capital base and has
complied with all externally imposed requirements throughout
the period, with capital adequacy and leverage ratios
remaining well in excess of minimum regulatory requirements.

Regulatory developments

During the six months ended 30 June 2023, there have been
no regulatory changes that have come into effect that impact
upon the Group's minimum capital requirements.

Future regulatary changes that are relevant to the Group are

as follows:

« In March 2022, the PRA confirmed that revisions to the
Standardised Approach (Basel 3.1) will come into effect
from 1 January 2025. An additional consultation paper was
published in November 2022, CP16/22 'Implementation of
the Basel 3.1 standards’, which covers the parts of the
Basel IIl standards that remain to be implemented in the
LK. The Group has conducted an initial impact assessment
to ascertain potential impacts of these changes, but these
cannot be finalised until the final rules are published.

« In July 2022, the Financial Policy Committee announced
an increase to the UK countercyclical capital buffer from
1% to 2%, effective from S July 2023,

IFRS 9 transitional arrangements

The Group applies the transitional approach when recognising
the impact of adopting IFRS 9 'Financial Instruments’. This
involves phasing in the full impact using transitional factors
published in Regulation (EU) 2017/2395. This permits the
Group to add back to their capital base a proportion of the
impact that IFRS 9 has upon their loss allowances for
nen-credit impaired loans during the first five years of
implementation. This add-back is referred to in this section

as the ‘transitional adjustment for IFRS 9,

Per the transitional factors set out in Regulation (EU)
2017/2395, from 1 January 2023 the phasing in period is
complete and the Group may no longer add back a proportion
of the impact of adopting IFRS 9 (2022; 25% add back
permitted). However, in response to the COVID-19 pandemic,
for non-credit impaired ECLs raised from 1 January 2020 the
transitional arrangements were revised, as set out in the CER
‘Quick Fix'. For such loans, the revised add-back percentage
for 2023 is 50% (2022: 75%).
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Capital risk and management

Capital risk disclosures

Certain disclosures relating to the Group’s capital position are shown on the following pages. The disclosures present the
consolidated capital position for the Group, as reported to the PRA,

Disclosures are presented on a CRD V basis after applying IFRS 9 transitional arrangements. A comparison of the reported
capital metrics (including transitional adjustments) to the capital metrics as if IFRS 9 transitional arrangements had not been
applied (the ‘fully loaded’ basis) is provided on page 44,

Regulatory capital
Composition of the Group's regulatory capital is as follows:

30 Jun 2023 31 Dec 2022

{Unaudited) [Audited)

£m £m

Share capital 25 25
Share premium account 87.3 87.3
Capital contribution reserve 19.9 5.6
Retained eamings 987.1 805.8
Intangible assats (103.0) (76.4)
Transitional adjustment for IFRS 9 15.2 24.5
Prudent valuation adjustment (2.1) (1.3)
Common Equity Tier 1 capital 1,016.9 948.0
Capital securities 1231 1229
Additional Tier 1 capital 1231 1229
Total Tier 1 capital 1,140.0 1,070.9
Subordinated debl liability 4.1 94,1
Tier 2 capital 94.1 94.1
Total regulatory capital 1,234.1 1,165.0

The Group's total regulatory capital reconciles to the Group's total equity per the statement of financial position as follows:

30 Jun 2023 31 Dec 2022

{Unaudited) (Audited)

Em £m

Total regulatory capital 1,234.1 1,165.0
Subardinalad debl liability! (94.1) (94.1)
Intangible assats 103.0 6.4
Transitional adjustment for IFRS 9 (15.2) (24.5)
Prudent valuation adjustment 21 1.3
Cash flow hedging reserve 40.9 26.4
Fair value thraugh ather comprehensive income reserve 7.3 (10.7)
Total equity 1,278.1 1,139.8

! Far the pupese of regulatory capital calculations, capitalised interest and other accouming adjustments of £2.7 million are exciuded (31 Decamber 2022 £2.7 milion ).
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Capital risk and management
Movement in the Group’s total regulatory capital during the period is as follows:
(Unaudited) £m
Total regulatory capital as at 1 January 2023 1,165.0
Movement in Common Equity Tier 1 capital
Increase in capital contribution reserve 14.3
Increase in retained eamings:
Profit for the period 100.3
Share-based paymeants 0.4
Coupon paid on capital securities (9.4)
Increasa in intangible assets (26.6)
Decrease in transitional adjustment for IFRS 2 {9.3)
Increase in prudent valuation adjustment (0.8)
Total movement in Common Equity Tier 1 capital 68.9
Movement in Additional Tier 1 capital
Other movement in capital securities 0.2
Total movement in Additional Tier 1 capital 0.2
Total regulatory capital as at 30 June 2023 1,234.1
Key capital metrics
31 Dec 2022
(Unaudited) 30 Jun 2023 (Restated)’
Rizk-weighted assets (Em) 8,364.4 74631
Common Equity Tier 1 capital ratio (%) 12.2 12.7
Total Tier 1 capital ratio (%) 13.6 14.3
Taotal capital ratio (%) 14.8 15.6
Leverage ratio (%) 8.1 8.7

1

Higk-weaightad assels as al 31 Decambar 2022 have been restated 1o reflect adjustmeants in credit veluation adjustiment and countarparty credd risk in respact of the Groug's structured

arililies’ interesl rale swap derivalives. As a resull, fsk-waighled assels have increased by 806 million to £7 463.1 million. Capilal and leverage ralios have also beean resialed to reflect

thase afjusimants
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IFRS 9 transitional arrangements impact analysis
As detailed on page 41, the Group has elected to use a transitional approach when recognising the impact of adopting IFRS 9.
Tao illustrate the impact of using this transitional approach, the following table provides a comparison of the Group’s reported
capital metrics (including transitional adjustments) to the capital metrics as if IFRS 9 transitional arrangements had not been

applied (the ‘fully loaded’ basis).
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31 Dec 2022
30 Jun 2023 (Restated)’
Including Transitional Including Transitional
transitional adjustments transitional adjustments not
(Unaudited) adjustments not applied adjustments applied
Capital resources
Comman Equity Tier 1 capital (Em) 1,016.9 1,001.7 S48.0 89235
Total Tier 1 capital (Em) 1,140.0 1,124.8 1,070.9 1,046.4
Total regulatory capital (Em) 1,234.1 1,218.9 1,165.0 1,140.5
Risk-weighted assets
Total risk-weighted assets (Em) 8,364.4 B,349.8 7.463.1 TA427
Capital ratios
Commaon Equity Tier 1 capital ratio (%) 12.2 12.0 12.7 12.4
Total Tier 1 Capital Ratio (%) 13.6 135 14.3 14.1
Total capital ratio (%) 14.8 14.6 15.6 15.3
Leverage
LIK Leverage ratio (%) g.1 8.0 8.7 8.5

1

Hisk-waightad assels as al 31 Decambar 2022 have been restated 1o reflect adjustmants in credit veluation adustment and countanparty credd risk in respact of the Groug's structuned

arlilies’ interest rale swap derivalives. As a resull, rsk-waighted assels (on bath a ransilional and Tully loaded basis) have increased by E80.6 milion. Capilal and leverage ralios ave

also baan rastated to raflect thesa adustmants.
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Statement of Directors’ Responsibilities

The Directors confirm that, to the best of their knowledge:

« the condensed consolidated interim financial statements have been prepared in accordance with 1AS 34 'Interim Financial
Reporting’, as issued by the International Accounting Standards Board and as adopted by the UK;

the Interim Financial Report includes a fair review of the information required by Section 4.2 7R of the Disclosure Guidance
and Transparency Rules, issued by the Financial Conduct Authority (that being an indication of important events that have
occurred during the first six months of the current financial year and their impact on the condensed consolidated interim
financial statements and a description of the principal risks and uncertainties for the remaining six months of the financial
year); and

the Interim Financial Report includes a fair review of the information required by Section 4.2.8R of the Disclosure Guidance
and Transparency Rules, issued by the Financial Conduct Authority (that being disclosure of related party transactions that
have taken place in the first six months of the current financial year and that have materially affected the financial position or
the performance of the enterprise during that period; and any changes in the related party transactions described in the last
annual report which could do so).

-

This responsibility statement was approved by the Board of Directors on 9 August 2023,

By order of the Board.

.
o r%,:/_.?.-'f;" I

Andrew Nicholson
Company Secretary
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Independent Review Report to Shawbrook Group plc

Conclusion

We have been engaged by Shawbrook Group plc (the
Company) to review the condensed set of financial
staterments in the half-yearly financial report for the six months
ended 30 June 2023, which comprises the condensed
consolidated statement of profit and loss, condensed
consolidated statement of comprehensive income, condensed
consolidated statement of financial position, condensed
consolidated statement of changes in equity, condensed
consolidated statement of cash flows and the related
explanatory notes,

Based on our review, nothing has come to our attention that
causes us to believe that the condensed set of financial
staternents in the half-yearly financial report for the six months
ended 30 June 2023 is not prepared, in all material respects,
in accordance with 1AS 34 ‘Interim Financial Reporting' as
adopted for use in the UK and the Disclosure Guidance and
Transparency Rules (the DTR) of the UK's Financial Conduct
Authority (the UK FCA),

Basis for conclusion

We conducted our review in accordance with International
Slandard on Review Engagements (UK) 2410 'Review of
Interim Financial Information Performed by the Independent
Auditor of the Entity’ (ISRE (UK) 2410) issued for use in the
UK. A review of interim financial information consists of
making enquiries, primarily of parsons responsible for
financial and accounting matters, and applying analytical
and other review procedures. We read the other information
contained in the half-yearly financial report and consider
whether it contains any apparent misstatements or material
inconsistencies with the information in the condensed set of
financial statements.

A review is substantially less in scope than an audit
conducted in accordance with Internaticnal Standards on
Auditing (UK) and consequently does not enable us to obtain
assurance that we would become aware of all significant
maltters that might be identified in an audit. Accordingly,

we do not express an audit opinion.

Conclusions relating to going concern
Based on our review procedures, which are less extensive
than those performed in an audit as described in the "basis

Directors’ responsibilities

The half-yearly financial report is the responsibility of,

and has been approved by, the Directors. The Directors
are responsible for preparing the half-yearly financial report
in accordance with the DTR of the UK FCA.

As disclosed in Mote 2, the annual financial statements of
the company are prepared in accordance with UK-adopted
international accounting standards.

The Directors are responsible for preparing the condensed
set of financial statements included in the half-yearly financial
report in accordance with 1AS 34 as adopted for use in

the LK.

In preparing the condensed set of financial statements, the
Directors are responsible for assessing the company's ability
to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern
basis of accounting unless the Directors either intend to
liguidate the company or to cease operations, or have no
realistic alternative but to do so.

Qur responsibility

Our responsibility is to express to the company a conclusion
on the condensed set of financial statements in the half-yearly
financial report based on our review. Our conclusion,
including our conclusions relating to going concern, are based
on procedures that are less extensive than audit procedures,
as described in the ‘basis for conclusion' section of this report.

The purpose of our review work and to whom we owe our
responsibilities

This report is made solely to the company in accordance

with the terms of our engagement. Our review has been
undertaken so that we might state to the company those
matters we are required to state to it in this report and for

no other purpose. To the fullest extent permitted by law, we
do not accept or assume responsibility to anyone other than
the company for our review work, for this repart, or for the
conclusions we have reached.

/ém WLe

for conclusion' section of this report, nothing has come to our Simon Clark

attention that causes us to believe that the Directors have for and on behalf of KPMG LLP
inappropriately adopted the going concern basis of Chartered Accountanis
accounting, or that the Directors have identified material 15 Canada Square

uncertainties relating to going concern that have not been Londan

appropriately disclosed. E14 5GL

This conclusion is based on the review procedures performed 9 August 2023

in accordance with ISRE (UK) 2410. However, future events

or conditions may cause the company to cease to continue

as a going concern, and the above conclusions are nol a

guarantee that the company will continue in operation.
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Condensed consolidated statement of profit and loss

2022

For the six months ended 30 June 2023 (FRestated)’
(Unaudited) Mote £m £m
Interest income calculated using the effective interest rate method” 9 418.1 2525
Other interest and similar income’ 9 65.1 10.5
Interest expense and similar charges 10 (200.5) (56.8)
Met interest income 282.7 206.2
Operating lease rental income 4.9 4.9
Depreciation on operating leases (4.2) 4.2)
Met other operating lease income - 0.2
MNet operating lease income 0.7 0.8
Fee and commission income 8.4 6.4
Fee and commission expense (6.4) (3.1)
Met fee and commission income 2.0 3.3
Met gains on derecognition of financial assets measured at amortised cost - 7.7
Met gains/(losses) on derivative financial instruments and hedge accounting 3.7 {1.3)
Met other operating (expense)income (1.1) 1.4
MNet operating income 288.0 218.2
Administrative expenses 1 (106.7) (94.9)
Impairment losses on financial assets 12 (33.4) (16.7)
Frovisions 19 (12.8) (0.2)
Total operating expenses (152.9) (111.8)
Profit before tax 135.1 106.4
Tax 13 (34.8) (27.7)
Profit after tax, attributable to owners 100.3 787

The notes on pages 53 to 73 are an integral part of these condensed consolidated interim financial statements.

T As detaied in Nede 10 af the Group's 2022 Annual Reparl and Accounts, a change was implemented bo Sseparale inlerest income refaling 1o the dfferent compoenents of loans and advances
o cusioma s io reflact the mathod of calculation more accurately, As a result, ntarest on finance leasae and mstalment credit receivables is now presenied in other interest and similar
income, rather than nberest income calculated using the effective inberest rale methad. Prior pediod comparatives Tor (he six months ended 30 June 2022 have been restaled acsordingly
to raflact this reclassificabion, resuling in £13.5 milkon being reclassified from intarest income caloulated using tha affective interest rate mathod o othar interest and similar incoma,
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For the six moenths ended 30 June 2023 2022
(Unaudited) Mote Em £m
Profit after tax 100.3 Tar
Items that may be reclassified subsequently to the statement of profit and loss:

Cash flow hedging reserve

Met gains from effective portion of changes in fair value 23.0 4.4
Reclassifications to statemant of profit and loss (3.2) -
Related tax (5.3) 1.2}
Movement in cash flow hedging reserve 14.5 3.2
Fair value through other comprehensive income reserve

Met gains from changes in fair value 222 0.5
Change in logs allowance 12 25 0.7
Related tax (6.7) (0.3)
Movement in fair value through other comprehensive income reserve 18.0 0.4
Total items that may be reclassified subsequently to the statement of profit and loss 32.5 4.1
Other comprehensive income, net of tax 32.5 4.1
Total comprehensive income, attributable to owners 1328 828
The notes on pages 53 to 73 are an integral part of these condensed consolidated interim financial statements.
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Condensed consolidated statement of financial position
30 Jun 2023 31 Dec 2022
{Unaudited) (Audited)
MNote £m £m
Assets
Cash and balances at central banks 21 1,949.5 2,037 .1
Loans and advances to banks 21 434.3 2636
Loans and advances to customers 14 11,848.0 10,457 .1
Investment securities 16 T18.2 691.0
Derivative financial assets 17 557.2 3307
Current lax receivable 0.8 -
Property, plant and equipment 45.7 48.3
Intangible assets 18 103.0 T6.4
Deferad tax assets 14.4 19.4
Other assels 24.7 15.1
Total assets 15,695.8 13,9387
Liabilities
Amounts due to banks 1,626.2 1,498.7
Customer deposits 12,101.0 10,914.5
Pravisions 19 15.7 6.0
Derivative financial liabilities 17 191.1 90.5
Dabt securities in issua 15 3188 116.4
Current tax liabilities - 3.2
Lease liabilities 7.3 7.4
Other liabilities 60.8 65.4
Subordinated debt liability 96.8 96.8
Total liabilities 14,417.7 12,798.9
Equity
Share capital 2.5 2.5
Share premium account 87.3 ar.a
Capital securities 1231 1229
Capital contribution reserve 19.9 5.6
Cash flow hedging reserve 40.9 264
Fair value through other comprehensive income reserve 7.3 (10.7)
Retained earnings 9971 905.8
Total equity 1,278.1 1,139.8
Total equity and liabilities 15,695.8 13,938.7

The notes on pages 53 to 73 are an integral part of these condensed consolidated interim financial statements.
These condensed consolidated interim financial statements were approved by the Board of Directors on 9 August 2023
and were signed on its behalf by:

=
Marcelino Castrillo Dylan Minto D

Chief Executive Officar Chief Financial Officer

Registered number 07240248
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Condensed consolidated statement of changes in equity

Share Capital Cash flow
For the six months Share premium Capital contribution hedging FVOCI Retained Total
ended 30 June 2023 capital account securities reserve reserve reserve  eamings equity
(Unaudited) £m £m £m £m £m £m £m £m
As at 1 January 2023 2.5 87.3 122.9 5.6 264 {10.7) 905.8 1,139.8
Praofit for the period - - - = - - 100.3 100.3
Movement in cash flow
hedging reserve - - - B 14.5 - - 14.5
Movement in fair value through other
comprehensive income reserve - - - - - i - i
Total comprehensive income - - - = 14.5 18.0 100.3 132.8
Equity-setiled share-based paymanis - - - - - - 0.4 0.4
Coupon paid on capital securities - - - = = = (9.4) (9.4)
Capital contributicn - - - 14.3 - - - 14.3
Other movements - - 0.2 - - - - 0.2
As at 30 June 2023 2.5 87.3 123.1 19.9 40.9 7.3 997.1 1,278.1
Share Capital Cash flow

Faor the six months Share  premium Capital  contribution hedging FVOCI  Retained Total
ended 30 June 2022 capital account  securities resene reserne reserve  eamings equity
(Unaudited) £m £m £m £m Em Em Em £m
As at 1 January 2022 2.5 ar.3 124.0 5.6 - - 740.8 960.2
Profit for the period - - - - = = 78T 787
Movement in cash flow
hedging reserve - - - - 32 - - 3.2
Movement in fair value through other B B B _ _ 0.9 _ 0.9
comprehensive income resene ' '
Total comprehensive income - - - - 3.2 09 78T 52.8
Equity-zettled share-based payments - - - = - - 0.7 0.7
Coupon paid on capital securities - - - - = = (4.9) (4.9)
As at 30 June 2022 2.5 ar.3 124.0 5.6 3.2 0.9 815.3 1.038.8
The notes on pages 53 to 73 are an integral part of these condensed consolidated interim financial statements.
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Condensed consolidated statement of cash flows
For the six months ended 30 June 2023 2022
{Unaudited) Mote Em £m
Cash flows from operating activities
Profit before tax 1351 106.4
@justmmts for non-cash items and other adjustments 16.4 3.3
included in the statement of profit and loss
Increase in operating asseats 21 (1,294.7) (777.9)
Increase in operating liabilities 21 1,274.6 B40.7
Tax paid (45.6) (29.4)
Met cash generated from operating activities 105.8 1431
Cash flows from investing activities
Purchase of investmen! securities (184.5) (49.3)
Disposals and maturities of investment securities 152.3 =
Purchase of property, plant and equipment (D.4) (0.2)
Purchase and development of intangible assets (6.3) (3.0)
Purchase of subsidiary, net of cash acquired (8.8) -
Net cash used by investing activities (47.7) 152.5)
Cash flows from financing activities
Increase in amounts due to banks 127.5 138.4
Repurchase and redemplion of debl securities (110.9) (32.8)
Costs arising on issue of debt securities - (0.1)
Payment of principal porticn of lease liabilities (1.1) (1.1)
Coupon paid to holders of capital securities (9.4) (4.9)
Capital contribution 14.3 -
Met cash generated from financing activities 204 99,7
Met increase in cash and cash equivalents 78.5 1890.3
Cash and cash equivalents as at 1 January 2,271.1 1,739.6
Cash and cash equivalents as at 30 June 21 2,349.6 1,829.9
The notes on pages 53 to 73 are an integral part of these condensed consolidated interim financial statements.
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Notes to the interim financial statements

1. Reporting entity

Shawbrook Group plc (the ‘Company’) is a public limited
company incorporated and domiciled in the UK. The
Company is registered in England and Wales {company
number 07240248) and its registered office is Lutea House,
Warley Hill Business Park, The Drive, Great Warley,
Brentwood, Essex, CM13 3BE.

The condensed consolidated interim financial statements
of Shawbrook Group plc, for the six months ended 30 June
2023, comprise the results of the Company and its
subsidiaries (together, the ‘Group’), including its principal
subsidiary, Shawbrook Bank Limited.

Details of subsidiary companies included in the Group are
provided in Note 22. The ultimate parent company is Marlin
Bidco Limited

The principal activities of the Group are lending and savings.

2. Basis of preparation

The condensed consolidated interim financial statements for
the six months ended 30 June 2023, have been prepared in
accordance with |AS 34 ‘Interim Financial Reporting’, as
adopted for use in the UK.

The condensed consolidated interim financial statements do
not include all information and disclosures required in full
annual financial statements. Selected explanatory notes are
included to explain events and transactions that are significant
to an understanding of the changes in the Group's financial
position and performance since the last annual consolidated
financial statements. The Interim Financial Statements should
be read in conjunction with the Group's 2022 Annual Report
and Accounts, which weare prepared in accordance with UK-
adopted international accounting standards and are available
on the Group's website www.shawbrook.co.ukflinvestors.

The condensed consolidated interim financial statements are
prepared on a going concern basis (see Mote 3) and on a
historical cost basis, except for the following material items
that are carried at fair value: derivative financial instruments,
which are measured at fair value through profit or loss
(FWTPL), and certain loan receivables that are measured at
fair value through other comprehensive income (FVOCI),

All amounts are presented in pounds sterling, which is the
funetional currency of the Company and all of its subsidiaries.
Amounts are rounded to the nearest million (to one decimal
place), except where otherwise indicated.

The comparative figures for the six months ended 30 June
2022 have not been audited and do not constitute the
Group's statutory accounts for that period, as defined in
Section 434 of the Companies Act 2006.

The comparative figures for the year ended 31 December
2022 are the Group's statutory accounts and have been
reported on by its auditor and deliverad to the Registrar

of Companies. The report of the auditor on those statutory
accounts was unqualified, did not include a reference to
any matters to which the auditor drew attention by way of
emphasis without qualifying their report, and did not contain
a statement under Section 498(2) or (3) of the Companies
Act 2006.

Shawbrook Group ple

3. Going concern

The condensed consolidated interim financial statements

are preparad on a going concern basis. To assess the
appropriateness of this basis, the Directors considered a wide
range of information relating to present and future conditions,
including the Group's current financial position and future
projections of profitability, cash flows and capital resources.
The Directors also considered the Group's risk assessment
framewoark and potential impacts that any top and emerging
risk identified may have on the Group's financial position and
longer-term strategy.

The Group continues to have a proven business model,
as demonstrated by its continued levels of profitability,
and remains well positioned in each of its core markets,
The Directors believe the Group is well capitalised and
efficiently funded, with high levels of liquidity.

The Directors have reviewed the Group's capital and liquidity
plans, which have been stress tested under a range of severe
but plausible scenarios as part of the annual planning process
and the annual Internal Capital Adequacy Assessment
Process and Internal Liquidity Adequacy Assessment
Process. In this reporting period, stress testing incorporated
two Prudential Regulation Autharity (PRA) prescribed
scenarios, the 2022 PRA Annual Cyclical Scenario and the
‘Late Action’ scenario published within the 2021 Climate
Biennial Scenario, which incorporates a disorderly transition
to net zero. The stressed forecasts indicate that under these
stressed scenarios the Group continues to operate with
sufficient levels of liquidity and capital for a period of at least
12 months from the date of approval of these interim financial
statements, with the Group's capital ratios and liguidity
remaining in excess of regulatory requirements.

Based on the above, the Directors believe the Group has
sufficient resources to continue its activities for a period

of at least 12 months from the date of approval of these
interim financial statemeants, and the Group has sufficient
capital and liquidity to enable it to continue to meet its
regulatory requirements as set out by the PRA. Accordingly,
the Directors have concluded that it is appropriate to

adopt the going concern basis in preparing these interim
financial statements.

4. Presentation of risk and capital
management disclosures

Disclosures concerning the nature and extent of risks relating
ta financial instruments are included within the principal risks
section of the Interim Risk Report. Specifically, this includes
updates and additional information about credit risk (starting
on page 23) and liquidity risk (starting on page 39). There
have been no significant changes or developments in relation
to Market risk and as such no additional disclosures are
provided for this reporting period. Disclosures concerning the
management of capital are included within the capital risk and
management section of the Interim Risk Repaort starting on
page 41,
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5. Accounting policies

The accounting policies applied in the preparation of these
condensed consolidated interim financial statements are
consistent with those applied as at and during the year ended
31 December 2022, as described in Note 7 of the 2022
Annual Report and Accounts, as are the methods of
computation. These accounting policies are also expected

to be reflected in the 2023 Annual Report and Accounts.

The: following points should also be noted:

Adoption of new and revised standards and
interpretations during the current reporting period

On 1 January 2023, IFRS 17 ‘Insurance Contracts’, along with
several amendments to existing accounting standards, came
into effect and were adopted by the Group during the period.
Mone of these new or revised standards had a significant
impact on the Group.

One of the adopted amendments was to |AS 1 'Presentation
of Financial Statements” and IFRS Practice Statement 2
‘Making Materiality Judgements'. This amendment means
entities will now only be required to disclose their material
accounting policies, as opposed to their significant accounting
policies, The disclosure implications of this are still being
assessed by the Group, however the current expectation

is it will reduce the level of disclosure of certain accounting
policies in the 2023 Annual Report and Accounts. This does
not impact disclosures in these condensed consolidated
interim financial statements, as accounting policies are

not disclosed.

Future developments

A number of amendments to existing accounting standards
have not yet come into effect, The Group has not early
adopted any of these amendmeants. Based on initial
assessments, the Group does not expect any of these future
accounting standard developments to have a material impact.

6. Critical accounting judgements and
estimates

The preparation of financial statements requires the
Group to make judgements and estimates that affect the
application of accounting policies and the reported results
and financial position.

Estimates, and the underlying assumptions driving these
estimates, are reviewed by the Group on an ongoing basis.
Due to the inherent uncertainty in making estimates, actual
results reported in the future may differ from the amounts
estimated. Revisions to estimates are recognised in the
period in which the estimates are revised and in any future
periods affected.

Shawbrook Group ple

The areas involving the most complex and subjective
judgements, and areas where estimates are considered fo
have the most significant effect on the financial statements,
are largely the same as those set out in Note 8 of the 2022
Annual Report and Accounts, with the following exception:

« The area of judgement ‘classification of financial
instruments’, as disclosed in Note &(c) of the 2022 Annual
Report and Accounts, is no longer identified as a critical
area. This was identified as an area of critical judgement in
the preceding period, specifically due to the complex
assessments involved in determining the appropriate
classification of certain customer loans originated under the
Group's 'originate to distribute’ strategy, which, depending
on market conditions and other factors, may result in the
loans being sold (as part of a structured asset sale) or
securitised in a manner that they are retained on-balance
sheel. In the current period, there have not been any new
transaction types that have involved such complex
judgements and, accordingly, it is deemed appropriate to
remove this area.

A surmmary regarding the critical accounting judgements and
estimates identified in the current period are set out below:

(a) Impairment losses on financial assets

Impairment of financial assets is calculated using a forward-
looking expected credit loss (ECL) madel. The calculation and
measurement of ECLs requires the use of complex judgements
and represents a key source of estimation uncertainty.

Judgements

Judgements considered to have the most significant effect on

amaounts in the financial statements are:

« determining the stage the financial asset is allocated to and
therefore whether a 12-month or lifetime ECL is recognised.
This involves judgements over whether the financial asset
has had a significant increase in credit nsk since initial
recognition, whether the financial asset is in default or
whether the financial asset is ‘cured’; and

« application of judgemental adjustments to modelled ECLs
when the Group judges that the modelled ECL amount
does not adequately reflect the expected outcome.

Estimates

Underlying assumptions used in estimating ECLs that,

depending on a range of factors, could result in a material

adjustment in the next financial period are:

» the forward-looking economic scenarios used,

« probability weightings applied to these scenarios; and

« model assumptions used, such as the probability of default
and loss given default.

Updates and additional details, including sensitivity analysis,
are included in the credit risk section of the Interim Risk
Report starting on page 30. Additional information about the
impairment loss recognised in the period can also be found
in Mote 12.
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6. Critical accounting judgements
and estimates (continued)

{b) Provisions for customer remediation and
conduct issues

Provisions have been recognised in respect of potential
claims for instances of misrepresentation, breaches of
contract or other wrongdoing by suppliers, in circumstances
where the Group may have a liability under consumer credit
legislation for the acts or omissions of suppliers (although the
Group continues to pursue recovery from such suppliers).
Caleulating the amount of the provision requires judgement
and represents a source of estimation uncertainty.

Judgements

The judgement considered to have the most significant effect

on amounts in the financial statements is determining whether
an event has occurred in the past that would result in a claim,

and whether it is probable that such a claim would result in an
outflow of resources for the Group.

In the current period, a specific area where significant
judgement has been required relates to complaints from
customers about holiday ownership (timeshare) products.
The provision made in relation to such claims (see Note 19)
relates to a specific sub-set of customer complaints where

it is judged that an outflow of resources is probable. There is
potential for additional claims from another customer sub-set,
however, given the level of uncertainty regarding the
outcome, these are not judged to meet the criteria of a
provision at this point in time and instead a contingent liability
is disclosed (see Note 24),

Estimates

In calculating the provision, the key assumptions driving the
estimate are the expected number of claims, the number of
claims expected to be upheld and the expected redress

costs associated with the upheld claims. Given the level of
sensitivity currently surrounding these claims, no further detail
or sensitivity analysis is provided to avoid prejudicing the
outcome of proceedings.

{c) Fair value of debt instruments measured at fair value
through other comprehensive income

The Group holds certain mortgage loans that are measured

at FVOCI. In valuing these loans, the Group makes use of
unobservable inputs (i.e. Level 3 in the fair value hierarchy) and
the calculation represents a source of estimation uncertainty.

Estimates

To calculate the fair value of the loans measurad at FVOCI,
the Group uses the discounted cash flow method, in which the
significant unobservable inputs are the risk-adjusted discount
rate and prepayment curve used.

Updates and additional details, including sensitivity analysis
are provided in Note 20(b) starting on page 70.

Shawbraok Group plc

(d) Securitisations

Securitisation transactions involve the transfer of certain
customer loans to a structured entity. In determining the
accounting treatment to be applied for such transactions

the Group must perform a number of complex assessments,
which necessitates the application of judgement.

Judgements

Judgements consideraed to have the most significant

effect on amounts in the financial statements are:

« assessing whether the Group controls the structured entity
and whether it should therefore be treated as a subsidiary
by virtue of control and consolidated; and

« assessing whether the securitised loans should
be derecognised.

The cutcome of these assessments significantly impacts
the resulting accounting treatment and amounts recognised
in the financial statements.

In making such assessments the structure and terms of the
contractual arrangements are scrutinised, with particular
consideration given to matters such as: who will service and
manage the securitised loans and the ownership of any "X’
notes and residual certificates issued by the structured entity
(which represents the 'equity’ investment in the securitised
loans, giving the rights to any excess spread and the risk of
losses associated with any defaults).

During the pericd, the Group completed one securitisation
transaction. Judgement was applied to ultimately conclude
that the structured entity should be consolidated and the loans
retained on balance sheet, as detailed in Note 15,

Interim Financlal Report 2023 56

information



Interim Stotement Interim
Managemeant Interim of Directors’ Independent Financial Other
Report Risk Report Responsibllities Review Report Stotements information

Notes to the interim financial statements

7. Acquisition of subsidiary

On 31 May 2023, following the receipt of regulatory and legal approval, Shawbrook Bank Limited, the Group's principal
subsidiary, completed the acquisition of 100% of the ordinary shares of Bluestone Mortgages Limited (BML), making BML
a wholly owned subsidiary of the Group.

EML is a specialist mortgage lender focused primarily on residential owner-occupied mortgages. Acquiring BML will strengthen
the Group's presence in the specialist mortgage market, providing the Group with growth opportunities through an extended
product range and increased distribution netwaork.

BML has four whally owned subsidiary companies, along with two subsidiaries by virtue of control, all of which become indirect
subsidiary companies of the Group as part of this acquisition (see Note 22).

EML commenced being consolidated as a subsidiary of the Group from 31 May 2023, the date control transferred to the
Group. In the one month of the reparting period that BML was a subsidiary of the Group, it contributed net operaling income

of £0.7 million and a loss before tax of £1.0 million to the Group's results. If the acquisition had occurred on 1 January 2023,

it is estimated that the consolidated net operating income for the Group for the period ended 30 June 2023 would have been
£292 4 million and consolidated profit before tax for the Group would have been £133.4 million. In determining these amounts,
management has assumed that the fair value adjustment that arose on the date of acquisition would have been the same if the
acquisition had occurred on 1 January 2023,

As detailed below, in accordance with the requirements of IFRS 3 ‘Business Combinations’, the Group has determined
pravisional fair values at the date of acquisition for the consideration transferred and the identifiable assets acquired and
liabilities assumed. The Group continues to assess these amounts, in particular the fair value of identifiable net assets acquired,
to determine if any additional information existed at the date of acquisition that would alter these amounts. This assessment will
be completed by no later than 31 May 2024.

Consideration transferred
The acquisition date fair value of each major class of consideration transferred is as follows:

(Unaudited) £m
Cash 447
Total fair value of consideration transferred 44.7

There are no contingent consideration arrangements.

Identifiable assets acquired and liabilities assumed

The following table sets out information about the net assets acquired at the date of acquisition, including the carrying amount,
fair value adjustments recognised and the resultant fair value. Details of the fair value adjustments recognised are set out on the
following page as cross referenced in the table.

Carrying Fair value

amount adjustment (See note on Fair value
(Unaudited) £m £m page 58) £m
Cash and balances at central banks 35.9 359
Loans and advances to customers 298.2 (3.2) i 295.0
Derivative financial assets 15.1 151
Property, plant and eguipment 1.4 14
Intangible assets 2.4 0.5 i 29
Defarred tax assets 0.3 0.3
Other assets 6.2 6.2
Debt securities in issue (316.9) (316.9)
Lease liabilities (1.0) (1.0)
Dther liabilities (15.7) (15.7)
Total identifiable net assets acquired 259 (2.7) 23.2
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7. Acquisition of subsidiary (continued)

Motes to the preceding table:

i} The net £3.2 million negative fair value adjustment to loans and advances to customers comprises: £0.9 million to remove
the loss allowance on acquisition, as required by acquisition accounting; offset by a negative £4.1 million fair value
adjustment reflecting the output of discounted cash flow model calculations.

ii) The net £0.5 million fair value adjustment to intangible assets comprises: the recognition of a £1.0 million separately
identifiable intangible asset for broker relationships; offset by a negative £0.5 million fair value adjustment to reduce the
value of capitalised software development costs.

As detailed in 1) above, acquisition accounting requires the acquired loans to be recognised at fair value, resulting in a £nil loss
allowance on acquisition. Subsequent to initial recognition at fair value, the loans are then subject to the Group’s ECL
methodology, with a full loss allowance calculated. This resulted in a £0.4 million ECL charge being recognised in the statement
of profit and loss immediately following the acquisition date.

Goodwill
Goodwill arising from the acquisition has been recognised as follows:

(Unaudited) Em
Fair value of consideration transferred 44.7
Fair value of identifiable net assets acquired (23.2)
Goodwill recognised 21.5

The goodwill recognised is mainly attributable to the synergies expected to be achieved from integrating BML into the Group.
Mone of the goodwill recognised is expected to be tax deductible for trading purposes.

Acquisition related costs

In the six months ended 30 June 2023, acquisition related costs of £2.8 million are recognised in administrative expenses in
the statement of profit and loss. There were no acquisition related costs in the comparative period to 30 June 2022. Acquisition
related costs in the second half of 2022 totalled £0.2 million.

Capital contribution from ultimate parent company
In conjunction with this transaction, the ultimate parent company, Marlin Bidco Limited, made a capital contribution to the
Company of £14.3 million. This is recognised in the capital contribution reserve in the statement of financial position.

8. Segmental analysis

The following section provides information regarding the operating segments of the Group. Substantially all of the Group's
activities are in the UK and, as such, segmental analysis on geographical lines is not presented. The Group is not reliant on
any single customer and therefore information about major customers is also not provided.

Operating segments

In Mote 9 of the Group's 2022 Annual Report and Accounts, the Group disclosed five reportable operating segments (Real
Estate, SME, Consumer Lending, TML Mortgages, Savings and Central). In response to the acquisition of BML, as detailed

in Mote 7, a review of the Group's reportable operating segments was performed in accordance with the criteria in IFRS 8
‘Operating Segments’. As a result, the previously disclosed Real Estate segment has been amended to extract all amounts
relating to BML'. Amounts relating to BML are now aggregated with the previously disclosed TML Mortgages segment; forming
a new reportable operating segment comprised of the two subsidiaries (Bluestone Mortgages Limited and The Mortgage Lender
Limited). This new operating segment is referred to as 'Retail Mortgage Brands'.

In addition, during the reporting period, the Group made a number of changes to how it reports its results to the chief operating
decision maker, which for the Group represents the Executive Committee. Specifically, transfer pricing methodology has been
enhanced to allocate the associated interest income and expense to the lending segments, methodogy to allocate
administrative costs across the lending segments has also been further developed. As a result, the majority of income and
expenses previously included in the "Savings and Central’ segment are now allocated to the lending segments. Consequently,
the previously disclosed 'Savings and Central’ segment no longer meets the criteria of a reportable operating segment.

1 Briar o the acruisition of BML, forward flow agreements were in place which meant certain loans criginated by BML, and the associated income and expenses, were recognised in the
Group's financial statements
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8. Segmental analysis (continued)
Based on the above, the Group now discloses four reportable operating segments, as follows:

New reportable

operating segments Description

Real Estate Provides specialist commercial and residential mortgage products to professional landlords, investors
and homeowners.

SME Provides debt-based financing solutions to support UK 2mall and medium-sized enterprises (SMEs).

Consumer Lending Provides unsecured personal loans and unsecured lcans through strategic partnerships.

Comprised of the Group’'s subsidiaries, The Mortgage Lender Limited and Bluestone Mortgages Limited.
Retail Mortgage Brands Provides residential mortgages for those with complex income profiles, including the self-employed,
entreprenaurs and first-time buyers, and buy-to-let mortgages.

Any income or expense not allocated to the above reportable operating segments under the new methodology is included in
‘Other', which does not represent a reportable operating segment.

The following tables provide summarised information regarding the results of each reportable operating segment basad on the
new reportable operating segments and using the revised allocation methodology to reflect how results are provided to the chief
operating decision maker, Prior period comparative information has been restated accordingly.

Where applicable, segment results are presented on an underlying basis, with underlying adjustments presented separately

to allow reconciliation to the statutory results of the Group. Underlying adjustments are exceptional items of income or expense
that are material by size and/or nature and are typically non-recurring. These items are presented separately in order to facilitate
comparison of the Group's underlying performance from period to period. Further details of the underlying adjustments made in
each of the reported pericds are provided on page 9 of the Interim Management Report.

Enterprise
Retail
Real Consumer Mortgage Underlying Underlying

Six months ended 30 June 2023 Estate SME Lending Brands Other total adjustment Total
(Unaudited) £m £m £m £m £m £m £m £m
Interest and similar income 217.4 145.1 29.7 90.5 0.5 483.2 - 483.2
Interest expense and similar charges (93.7) (54.2) (6.2) (40.8) (5.6) (200.5) - (200.5)
Met interest income/(expense) 123.7 90.9 23.5 49.7 (5.1) 2827 - 282.7
Met operating lease income - 0.7 - - - 0.7 - 0.7
Met fee and commission

incomel(expense) (1.2) 4.7 (1.5) 1.0 (1.0} 2.0 - 2.0
Met gains on derivative financial

instruments and hedge accounting - - - - 37 3.7 B 3.7
Met other operating expense - - - - (1.1) (1.1) - (1.1)
MNet operating income/{expense) 122.5 96.3 22.0 50.7 (3.5) 288.0 - 288.0
Administrative expenses (46.6) (32.0) (10.5) (14.8) - (103.9) (2.8) {106.7)
Impairment losses on financial assets (12.6) (6.5) (11.9) (2.4) - (33.4) - (33.4)
Frovisions - - (1.4) - - (1.4) (11.4) (12.8)
Total operating expenses (59.2) (38.5) (23.8) (17.2) - (138.7) (14.2)  (152.9)
Profit/(loss) before tax 63.3 57.8 (1.8) 335 (3.5) 149.3 (14.2) 135.1
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8. Segmental analysis (continued)

Enterprise _
Retail
Real Consumer Mortgage Underlying  Underlying

Six months ended 30 June 2022 Estate SME Lending Brands Other total  adjustment Total
(Unaudited) (Restated) £m £m £m £m £m £m £m £m
Interest and similar income 123.4 8r.y 228 322 (3.1) 263.0 = 263.0
Interest expense and similar charges (30.7) (10.9) (2.8) (7.8) (4.8) (36.8) - (36.8)
Met interest incomel(expense) G927 T6.8 20.2 24.4 (7.9) 2062 - 2062
Met operating lease income - 0.4 - = = 0.9 - 09
Met fee and commission
incomel(expense) (0.9 4.5 (1.0} 1.1 (0.4) 33 - 33
Met gains on derecognition of financial
assets measured at amortised cost [ B - - B nr B i
Met losses on derivative financial
instruments and hedge accounting - - - - (1.3) (1.3) B (1.3)
Met other aperating income - - - - 1.4 1.4 - 1.4
Met operating incomef(expense) 995 822 19.2 25.5 (8.2) 2182 - 2182
Administrative expenses {39.9) {29.0) (9.2) {11.8) - (89.9) 15.0) 194.9)
Impairment losses on financial assets (0.5) (5.1) (8.0) (2.1) - (16.7) - (16.7)
Provisions - - (0.2) - - (0.2) - (0.2)
Total operating expenses {40.4) (34.1) (18.4) {13.9) - [106.8) (5.0) {111.8)
Profit/(loss) before tax 59.1 481 0.8 11.6 (8.2) 111.4 (5.0} 106.4

The: following tables present summarised information about the Group's assets and liabilities based on the revised reportable
operating segments. Prior period comparative information has been restated accordingly.

Loans and advances to customers and assets on operating leases (i.e. the Group's ‘loan book’) are allocated to the relevant
lending segments. All other assets and liabilities are allocated to ‘Other’,

Enterprise i

Retail

Real Consumer Mortgage
As at 30 June 2023 Estate SME Lending Brands Other Total
(Unaudited) £m £m Em Em £m £m
Assels 5,495.0 2,719.0 537.3 31320 38125 15,695.8
Liabilities - - - - (14,417.7)  (14.417.7)
Met assets/(liabilities) 5,495.0 2,719.0 537.3 3,132.0 (10,605.2) 1,278.1

Enterprise

Lis Retail

Real Consumer Meortgage
As at 31 December 2022 Estate SME Lending Brands Other Total
(Unaudited) (Restated) £m £m £m £m £m £m
Assets 4.986.2 25914 4006 2418.0 34435 13,838.7
Liabilities - - - - (12,798.9) (12,798.9)
Mat assets/(liabilities) 4.986.2 25914 4996 24180 (9,355.4) 1,139.8
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9. Interest and similar income

Six months ended 30 June 2023 {Restafgsz'
(Unaudited) £m £m
Interest income calculated using the effective interest rate method

Cn cash and balances at central banks 39.6 6.9
On leans and advances to customers: loan receivables measured at amortised cost' 327.9 227 .8
On loans and advances to customers: loan receivables measured at FVOCI 35.3 148
On invastment sacurities 15.3 32
Total interest income calculated using the effective interest rate method 4181 2525
Other interest and similar income

On loans and advances to customers: finance lease and instalment credit receivables’ 16.8 13.5
On derivative financial instruments 48.3 (3.0)
Total other interest and similar income 65.1 10.5
Total interest and similar income 483.2 263.0

With the exception of interest on loans and advances to customers measured at FVOC, interest income calculated using the
effective interest rate (EIR) method is attributable to financial assets measured at amortised cost. In calculating interest under
the EIR method, the Group continues to apply its established accounting policy in relation to financial instruments that revert
fram a fixed to variable rate of interest, whereby the EIR is based on the fixed rate for the fixed period and does not take
account of any reversionary interest post the end of the fixed date. The Group monitors actual and expected customer
repayment behaviour and periodically adjusts the recognition profile to reflect significant changes.

Interest on dervative financial instruments includes net interest income of £47.8 million attributable to derivative financial
instruments in gualifying hedging relationships hedging assets (30 June 2022: nel interest expense of £2.8 million).

10. Interest expense and similar charges

Six months ended 30 June 2023 2022
(Unaudited) £m £m
Cin amounts due to banks 271 3.8
On customer deposits 155.0 44.0
On derivative financial instruments 10.7 1.1
On debt securities in issue i6 a8
O lease liabilities 0.1 01
On subordinated debt liability 4.0 4.0
Total interest expense and similar charges 200.5 56.8

Except for interest on denvative financial instruments and lease liabilities, amounts in the above table are calculated using the
EIR method and are attributable to financial liabilities measured at amortised cost,

Interest on dervative financial instruments includes net interest expense of £7.7 million attributable to derivative financial
instruments in gualifying hedging relationships hedging liabilities (30 June 2022: net interast expense of £1.1 million).

In the year ended 31 December 2022, a change was implementad 1o separate interest income relating o the different companents of leans and advances ko custome s o reflect the method
of calculation more acourately, A5 a resus, interest on finance lease and instalment credit receivables s now presented in othar interest and similar incomae, rather than interest income
caleulated using the afective interes) rale melhad. The overall tatal for inesest and similar income S wehanged. Prioe period comparatives have been restaled accordingly to rellect tis
change, rasulting in £13.5 million being reclassified from intarest income calculated using the affective interast rate mathod o othar interast and similar incomsa
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11. Administrative expenses
Six months ended 30 June 2023 2022
(Unaudited) Em Em
Payrall costs 60.0 52.5
Depreciation of property, plant and equipment 1.6 1.6
Amortisation of intangible assets 41 4.2
Other administrative expenses 41.0 36.6
Total administrative expenses 106.7 94.9

12. Impairment losses on financial assets

Impairment losses on financial assets are attributable to the Group's loans and advances to customers and loan commitments.

Impairment losses relating to the Group’s other financial asset categories that are in scope of impairment under IFRS 9
‘Financial Instruments’ (cash and balances at central banks, loans and advances to banks and investment securities) are

immaterial, totalling less than £0.1 million in both reported periods.

The following table analyses impairment losses on financial assets by financial asset category.

Six months ended 30 June 2023 2022
(Unaudited) Em Em
Impairment losses on loans and advances to customers at amortised cost

Met ECL charge for the period 20.0 13.0
Loan balances written off in the period 11.6 56
Amounts recovered in the period in respect of loan balances previously written off (2.8) (2.4)
Total impairment losses on loans and advances to customers at amortizsed cost 28.8 16.2
Impairment losses on leans and advances to customers at FVOCI

Met ECL charge for the period 25 0.7
Total impairment losses on loans and advances to customers at FVYOCI 25 0.7
Impairment losses on loan commitments

Met ECL charge/{credit) for the pariod 241 0.2)
Total impairment losses on loan commitments 21 (0.2)
Total impairment logses on financial assets 334 16.7

Further analysis of the net ECL charge/{credit) for the period in respect of loans and advances to customers at amortised cost,
loans and advances to customers at FVOCI and loan commitments is provided in the credit nsk section of the Interim Risk

Report on page 26, 28 and 23, respectively.

Critical accounting judgements and estimates

The impairment of financial assets is an area identified as involving critical accounting judgements and estimates.
Additional details are provided in Note 6(a) and in the credit risk section of the Interim Risk Report starting on page 30.

1 Depreciation ncluded within administrative expenses includes deprecation of all asset categaries except for assets on operating keases. Depreciation of assets on operaling lkeases is

presantad a5 & separase ine iem in the statement of prafit and loss, forming part of the net oparsting lease income total
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The tax charge is based on the Group's estimate of the weighted average annual tax rate expected for the full financial year.
The tax effects of one-off items are not included in the weighted average annual tax rate but are recognised in the relevant
period. The estimated tax rate used in these condensed consolidated interim financial statements may differ from the Group's
estimate of the tax rate for the annual financial statements.

During the period the following tax rate changes came into effect on 1 April 2023;
= Ag part of the Finance Act 2021, the UK corporation tax rate increased from 19% to 25%.
« As part of the Finance Act 2022, the banking surcharge decreased from 8% to 3% and the banking surcharge exempt amount

increased from £25 million to £100 million.

The estimated average annual tax rate used for the six months ended 30 June 2023 is 25.8% (30 June 2022: 26.0%). The
reduction in the tax rate used compared to the prior period is largely attributable to the tax rate changes outlined above, which
act to increase the UK corporation tax rate, offset by a reduction to the banking surcharge. A further reason for the reduced tax
rate is the impact of additional tax relief attributable to the higher coupon paid on the capital securities issued in October 2022,

Based on the above tax rates, the tax charge recognised in the statement of profit and loss for the six months ended 30 June

2023 is £34.8 million (30 June 2022: £27.7 million).

14. Loans and advances to customers

The following tables analyse the carrying amount of loans and advances to customers by loan classification and agreement
type. Finance lease and instalment credit receivables are presented within loans and advances to customers at amortised cost.

Loans and advances to customers at

amortised cost Loans and

advances to

Gross carrying Loss Carrying customers
As at 30 June 2023 amount allowance amount at FvocCi Total
(Unaudited) Em £m £m £m Em
Loan receivables 9.883.4 (119.5) 9,763.9 1,991.3 11,755.2
Finance lease receivables 32.4 (1.2) 3.2 - .2
Instalment credit receivables 397.0 (9.7) 387.3 - 387.3
10,3128 (130.4) 10,182.4 1,991.3 12,1737
Fair value adjustments for hedged risk (243.4) (82.3) (325.7)
Total loans and advances to customers 9,939.0 1,909.0 11,848.0

Loans and advances to customers at

amortised cost  Loans and

advances o

Gross carrying Loss Carrying CUslomers
Az at 31 December 2022 amaount allowance amount at FWVOCI Total
(Avudited) Em £m £m £m Em
Loan receivables 09,0437 (99.6) 8,944 1 1,316.4 10,260.5
Finance lease receivables mT (2.0) arT - T
Instalment credit receivables 381.3 (10.2) KTAN | - 371
04647 (111.8) 89,3529 1.316.4 10,669.3
Fair value adjustments for hedged risk (164.6) (47.6) (212.2)
Total loans and advances to customers 9.188.3 1,268.8 10,4571

Additional analysis of the Group's loans and advances to customers at amortised cost and at FVOCI and the associated loss

allowance is provided in the credit risk section of the Interim Risk Report starting on page 24 and 27, respectively.
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14. Loans and advances to customers (continued)

Loans and advances to customers include the following pledged and transferred assets. Amounts represent the carrying

amount (after loss allowance deducted).

« £1,731.1 million (31 December 2022: £1,602.3 million) positioned with the Bank of England for use as collateral against
amounts drawn under the Term Funding Scheme with additional incentives for SMEs.

« £2,114.8 million (31 December 2022: £1,362.3 million) transferred to consolidated structured entities as part of securitisation
programmes, which are pledged as collateral against debt securities in issue (see Note 15).

Loans and advances to customers also include loans offered under COVID-19 related business support schemes (Coronavirus
Business Interruption Loan Scheme and Recovery Loan Scheme). Such loans have a carrying amount (after loss allowance
deducted) of £21.5 million {31 December 2022: £31.6 million). The UK Government provides a guarantee to protect 80% of
any post-recavery loss in the event of default on these loans. In the six months ended 30 June 2023, no new claims have been
made against this guarantee. Amounts received during the current period against claims made in the previous period totalled
£3.4 million and, as at 30 June 2023, there were no remaining amounts pending on claims made,

15. Securitisations and structured entities

Consolidated structured entities

During the six months ended 30 June 2023, the following transactions relating to consaolidated structured entities took place:

« In June 2023, loans with a gross carrying amount (before loss allowance) of £677.6 million and a carrying amount (after loss
allowance) of £676.7 million were transferred to Holbrook Mortgage Transaction 2023-1 ple. It was assessed that the Group
controls this structured entity and it is therefore treated as a subsidiary by virtue of control (see Note 22). The transfer of
loans did not meet the derecognition criteria and, accordingly, the loans continue to be recognised in their entirety in the
statement of financial position. The structured entity simultaneously issued mortgage-backed debt securities of £677.6 million
and £0.2 million of uncollateralised 'X' notes, all of which were retained by the Group and are eliminated on consolidation,

= BML, which was acquired in May 2023 (see Nole 7), includes two consolidated structured entities relating to securitisation
transactions, Genesis Mortgage Funding 2018-1 PLC and Genesis Mortgage Funding 2022-1 PLC. Balances associated with
these acquired entities are reflected in the below table. It should be noted that Genesis Mortgage Funding 2019-1 PLC has
no remaining balances at the reporting date and does not therefore feature in the table.

The following table summarises the carrying amount of securitised loans that continue to be recognised in the statement of
financial position and the associated debt securities issued by consolidated structured entities.

30 Jun 2023 31 Dec 2022
{Unaudited) {Audited)
Loans and Debt Loans and Debt
advances securities advances securities
securitised in issue securilised inissue
£m £m £m £m
Wandle Mortgage Funding Limited 111.4 118.0 133.0 142.2
Ealbrook Morlgage Funding 2022-1 ple 269.6 3135 K ] 3546
Lanebrook Morigage Transaction 2022-1 ple 3358 344.9 3402 349.6
Shawbrook Morgage Funding 2022-1 plc 524.4 536.9 5706 375.6
Holbrook Mortgage Transaction 2023-1 plc 668.7 678.0 = -
Genesis Mortgage Funding 2022-1 FLC 209.8 2243 - -
2119.7 22156 1,385.6 14220

Less: loss allowance on securnitised loans (4.9) (3.3)
Less: held by the Group (and eliminated on consclidation) {1,896.8) (1,305.8)
Total recognised in statement of financial position 21148 318.8 1,362.3 116.4

Unconsolidated structured entities
There were no securitisation transactions with unconsolidated structured entities during the reported period.

Critical accounting judgements

The assessments involved in determining whether the Group controls the structured entity and whether the loans meet
the criteria to be derecognised are identified as involving critical accounting judgements. Additional details are provided
in Note Gid).
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16. Investment securities
Covered Debt
Six months ended 30 June 2023 bonds securities Total
(Unaudited) £m £m £m
As at 1 January 2023 4948.7 191.3 691.0
Additions 131.6 52.9 184.5
Maturities (152.3) - {152.3)
Other movements 0.1 (5.1) (5.0)
As at 30 June 2023 479.1 2391 718.2

Debt securities represent mortgage-backed debt securities, of which £120.8 million {31 December 2022: £126.4 million) were

issued by unconsolidated structured entities as part of securitisation transactions that were retained by the Group.

Investment securities include pledged assels as follows:

« £79.3 million (31 December 2022; £79.3 million) positionad with the Bank of England for use as collateral against amounts
drawn under the Term Funding Scheme with additional incentives for SMEs.

The loss allowance for investment securities is immaterial, totalling less than £0.1 million in both reported periods,

17. Derivative financial instruments
Derivative financial instruments

Derivative financial instruments are used by the Group for risk management purposes to minimise or eliminate the impact
of movements in interest rates and foreign exchange rates. Derivatives are not used for trading or speculative purposes.

The following tables analyse the Group's derivative financial instruments by instrument type and whether the instrument
is designated as a hedging instrument in a gualifying hedging relationship.

Assets Liabilities

Nominal Carrying Nominal Carrying
As at 30 June 2023 amount amount amount amount
(Unaudited) £m £m £m £m
Instruments not in hedging relationships
Interest rate swaps 1,877.7 133.2 7.897.7 130.4
Spot and forward foreign exchange swaps 26.4 0.2 0.4 0.0
Total instruments not in hedging relationships 1,904.1 133.4 7.898.1 130.4
Instruments in fair value hedging relationships
Interest rate swaps 5,516.2 3778 4,629.0 58.1
Balance guaranteed swaps 185.3 12.3 - -
Total instruments in fair value hedging relationships 5701.5 380.1 4,629.0 58.1
Instruments in cash flow hedging relationships
Interest rate swaps 1,127.0 33.7 280.0 2.6
Total instruments in cash flow hedging relationships 1,127.0 337 280.0 2.6
Total derivative financial instruments B,7326 557.2 12,8071 191.1
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17. Derivative financial instruments (continued)
Aszels Liahilities
Mominal Carrying Mominal Carrying
As at 31 December 2022 amaunt amount amaount amaunt
(Audited) £m £m £m £m
Instruments not in hedging relationzhips
Interest rate swaps 1,327.5 63.1 9,081.8 60.9
Spot and forward foreign exchange swaps - - 18.6 0.1
Total instruments not in hedging relationships 1,327.5 631 9,100.4 61.0
Instruments in fair value hedging relationships
Interest rate swaps 5,664.0 264.0 1.825.0 26.0
Taotal instruments in fair value hedging relationships 5,664,0 264.0 1,825.0 26,0
Instruments in cash flow hadging relationships
Interest rate swaps 295.0 3.6 162.0 35
Total instruments in cash flow hedging relationships 295.0 3.6 162.0 3.5
Total dervative financial instruments 7.286.5 330.7 11,0874 a0.5

As part of the BML acquisition (see Mote 7), the Group acquired derivative financial assets with a fair value of £15.1 million,
This comprised balance guaranteed swaps held in fair value hedging relationships of £12.0 millien and interest rate swaps not
in hedging relationships of £3.1 million. As at 30 June 2023, the fair value of these acquired instruments were £12.3 million and

£nil, respectively, the latter being closed during June 2023,

18. Intangible assets

Other

intangible
Six months ended 30 June 2023 Goodwill assets Total
(Unaudited) £m £m £m
Carrying amount as at 1 January 2023 53.7 22.7 T76.4
Additions - 6.3 6.3
Acquisitions through business combinations 21.5 2.9 24.4
Amortisation charge for the period = (4.1) (4.1)
Carrying amount as at 30 June 2023 75.2 27.8 103.0

Other intangible assets predominantly comprises computer software, but also includes assels recognised on the acquisition

of businesses, representing brands and the benefit of business networks.

Al the end of the period, the Group performed a review for indicators of impairment and none were identified. Conseguently,

impairment testing has not been reperformed as at 30 June 2023,
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19. Provisions

Loss Other
Six months ended 30 June 2023 provision provisions Total
(Unaudited) £m £m £m
As at 1 January 2023 0.5 55 6.0
Provisions utilized - (5.2) (5.2)
Provisions made 2.1 12.8 14.9
As at 30 June 2023 26 131 157

Loss provision
The loss provision represents the loss allowance on loan commitments. Provisions made represent the net ECL charge for
the period on loan commitments and is recognised in impairment losses on financial assets in the statement of profit and loss

(sea Note 12),

Other provisions
Other provisions represent provisions made in relation to customer remediation and conduct issues. Provisions made are
recognised in provisions in the statement of profit and loss.

Provisions made in the current period predominantly relates to timeshare complaints. The Group has received a number of
complaints from customers about holiday ownership (limeshare) products, where the Group provided finance to customers o
fund the purchase of those products. While the Financial Ombudsman Service had previously not upheld the majority of such
complaints that were referred to it, in November 2021, they subsequently issued a final decision on one such complaint that
was found in the customer's favour. The Group commenced a legal challenge of this decision by way of judicial review that
was determined in May 2023, While the Group was ultimately unsuccessful in its challenge, the court found that the Financial
Ombudsman Service made a number of errors of law in reaching its final decision and concluded each complaint must be
carefully considered on its own individual facts.

In total, the Group has advanced loans of . £200 million to customers in relation to timeshare financing. However, the issues
referred to above affect a smaller group of customers, as referenced in the judicial review judgement, relating to “fractional’
timeshare products, where it is alleged that the timeshare product was sold as an investmeant. Based on the information
available at the reporting date, the Group has recognised a provision of £11.4 million, reflecting the best estimate of probable
outflows associated with timeshare claims. Ultimately redress will depend on claim rates and agreement of potential redress
methodalogy, the cost of which will be dependent an a number of factors, taking into account the nature of the timeshare asset
and the benefits received whilst owned. Presently, discussions are ongoing with the Financial Ombudsman Service in relation
to redress methodology and the Group will continue to closely monitor the situation; however at this time, the Group believes
the provision recognised is adequate and considers the appropriate recourse. Further information regarding an associated
contingant liability is provided in Note 24,

The Group has commenced work o pursue recoveries from either original suppliers or, failing that, the Group's insurers,
however, in accordance with 1AS 37 'Provisions, Contingent Liabilities and Contingent Assets', such reimbursement cannot
be recognised as an asset unless it is virtually certain. The Group typically does not deem a reimbursement claim to be
virtually certain until it has been accepted by the other party. At this point, the Group therefore discloses a contingent asset
for reimbursements (see Note 24). In accordance with 1AS 37, any recoveries from suppliers or insurers will be recognised
in the statement of profit and loss within provisions.

Critical accounting judgements and estimates
The calculation of other provisions relating to custormer remediation and conduct issues is an area identified as involving

critical accounting judgements and estimates. Additional details are provided in Note 6(b).
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20. Financial assets and financial liabilities

{(a) Classification of financial assets and financial liabilities

The: following table analyses the carrying amount of the Group's financial assets and financial liabilities by measurement
classification. There were no reclassifications between classification categories during the reported period.

Interim
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30 Jun 2023 31 Dec 2022
(Unaudited) [Audited)
Amortised Mandatorily  Carrying Amortized Mandatorily Carrying
cost FvocCi at FVTPL amount cost FVOCI at FWTPL amount
£m £m Em Em £m £m £m E£m
Financial assets

casn andl balances 1,949.5 - - 19495 2,037.1 - - 20374
Loans and advances fo banks 4343 - = 434.3 263.6 - - 263.6
Ezﬂgtz”mdaﬁ”a nees 9,939.0  1,909.0 - 11,8480 91883 12688 - 104571
Investment securities 718.2 - - 718.2 691.0 - - 691.0
Derivative financial assets - - 857.2 857.2 - - 330.7 330.7
Total financial assets 13,041.0 1,909.0 557.2 15,507.2 12,180.0 1,268.8 3307 13,7795

Financial liabilities
Amounts due o banks 1,626.2 - - 1,626.2 1.498.7 - - 1.498.7
Customer deposits 12,101.0 - = 12,101.0 10,914.5 - = 10,9145
Derivative financial liabilities - - 191.1 191.1 - - 90.5 90.5
Debt securities in issue 318.8 - - 3188 116.4 - - 116.4
Lease liabilities® 7.3 - - 7.3 7.4 - - 7.4
Subordinated debt liability 96.8 - - 96.8 068 - - 968
Total financial liabilities 14,150.1 - 191.1 14,341.2 12,633.8 - 90.5 12,724.3

(b) Fair value of financial assets and financial liabilities

The valuation technigues applied by the Group to calculate the fair values of its financial assets and liabilities remain unchanged
fram the year ended 31 December 2022, as detailed in Note 38(b) of the 2022 Annual Report and Accounts.

The Group uses a fair value hierarchy that reflects the significance of the inputs used in making the measurements. There are
three levels to the hierarchy, summarised as follows:
= Level 1: quoted prices in active markets for identical assets or liabilities that the entity can access at the measurement date;
« Level 2: inputs other than guoted prices included within Level 1 that are observable for the asset or liability, either directly
(i.e. as prices) or indirectly (i.e. derived from prices); and
« Level 3: inputs for the asset or liability that are not based on cbservable market data (unobservable inputs).

In accordance with IFRS 7 ‘Financial Instruments: Disclosures', fair value disclosures are not required for lease liabilities.

Accordingly, lease habilities are not included in the following fair value disclosures,

' The Inans and advancas 1o custamers balance incluides financa leasa and instalment credit raceivables, which ara measured in accordance with IFRS 16 ‘Laases’. These are includad in the

amorized cost column,

z Leasa liabiities, which are measwed in accordance with IFRS 16 'Leases’, are indudad in the amorlised cost column.
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20. Financial assets and financial liabilities (continued)

Financial assets and financial liabilities measured at amortised cost
The following table analyses the Group's financial assets and financial liabilities measured at amortised cost into the fair value
hierarchy. There were no transfers between levels of the fair value hierarchy during the reported period.
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30 Jun 2023 31 Dec 2022
{Unaudited) (Audited)
Level 3 Level 2 Level 1 Level 3 Level 2 Lewvel 1
£m E£m £m £m Em £m
Financial assets at amortised cost

Cash and balances at central banks - = 1,949.5 - - 2,037 1
Loans and advances to banks - 434.3 - - 263.6 -
Loans and advances to customers 9,939.0 - - 9,188.3 - -
Investment securities - 120.8 597.4 - 126.4 564.6

Financial liabilities at amortised cost
Amounts due to banks - 1,626.2 - - 1.498.7 -
Customer deposits - 12,101.0 - - 10,914.5 -
Debt securities in issue - 318.8 - - 116.4 =
Subordinated debt liability - 96.8 - - 96.8 -

The following table provides a comparison of the carrying amount per the statement of financial position and the calculated
fair value for the Group’s financial assets and financial liabilities measured at amortised cost.

For cash and balances at central banks and loans and advances to banks, the carrying amount is considered to be a
reasonable approximation of fair value and, as such, these are not included in the following table.

30 Jun 2023 31 Dec 2022
(Unaudited) (Audited)
Carrying Carrying
amount Fair value amaount Fair value
£m £m £m £m
Financial assets at amortised cost

Loans and advances to customers 9,939.0 10,118.5 9,188.3 9.336.0
Investment securities T18.2 T18.4 691.0 6a7.7

Financial liabilities at amortised cost
Amounts due to banks 1,626.2 1,628.5 14087 1,500.2
Customer deposits 12,101.0 12,061.4 10,914.5 10,871.8
Dabt securities in issue 3188 3218 116.4 1171
Subordinated debt liability 96.8 94.0 06.5 94.8
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20. Financial assets and financial liabilities (continued)

Financial assets and financial liabilities measured at fair value

The following table analyses the Group's financial assets and financial liabilities measured at fair value into the fair value
hierarchy. There were no transfers between levels of the fair value hierarchy during the reported period. All financial assets
and financial liabilities measured at fair value are recurring fair value measurements.

30 Jun 2023 31 Dec 2022
{Unaudited) (Audited)
Level 3 Level 2 Level 1 Level 3 Level 2 Lewvel 1
Em £m £m £m £m £m
Financial assets at fair value

Loans and advances to customers 1,909.0 - - 1,.268.8 - -
Derivative financial assets 12.3 544.9 - - 330y -

Financial liabilities at fair value
Derivative financial liabilities - 191.1 - - 90.5 -

Financial assets and financial liabilities measured at fair value: Level 3 analysis
The following section provides additional analysis of financial assets and financial liabilities measured at fair value that are
categorised as Level 3.

Movements in the fair value of Level 2 financial assets and financial liabilities during the pericd are as follows:

Loans and advances

to customers Derivative financial
Six months ended 30 June 2023 at FVOCI| assets
(Unaudited) £m £m
As at 1 January 2023 1,268.8 -
Additions’ 662.7 12.0
Met fair value geinsf{losses) recognised in the statement of profit and loss (32.6) 1.4
Met fair value gains recognisaed in other comprehensive income 222 -
Settlements/repayments (12.1) (1.1)
As at 30 June 2023 1,909.0 12.3

In relation to the above table:

« Met fair value gains/{losses) recognised in the statement of profit and loss are included in net gains/{losses) on derivative
financial instruments and hedge accounting. The net losses attributable to loans and advances to customers at FVOCI
represent unrealised losses on hedged items, which are largely offset by unrealised gains on the derivative financial
instruments in the hedge accounting relationship. The net gains attributable to derivative financial assets represent
unrealised gains.

MNet fair value gains recognised in other comprehensive income are included in net gains from changes in fair value in relation
to the FWOCI reserve. All gains recognised are unrealised.

The Level 3 derivative financial assels represent the balance guaranteed swaps. The fair value calculation uses a Monte Carlo
simulation of different interest rate paths, generating a series of notional paydowns in different scenarios. An average of these
implied paydowns is then taken to generate the valuation of the swap. Reasonable changes in the model inputs are not
expected to have a material impact on the calculated fair value. Consequently, additional information and sensitivity analysis

is not provided for the Level 3 derivative financial assets.

Far the Level 3 loans and advances to customers at FVOCI, the fair value is calculated using the discounted cash flow method.
The significant unobservable inputs used in this calculation are the risk-adjusted discount rate, which is derived from cost of
replacement assets based on period end closing swap rates, and the prepayment curve.

Critical accounting estimates
The valuation of loans and advances to customers at F\WVOCI is an area identified as involving critical accounting estimates.
Additional details are provided in Note 6(c).

1 Additions include new financial assats orignated or purchased (including those acquired throwgh business combinations), additional drewdowns and accrued interass,
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The Group believes that the calculated fair values are appropriate, however, the following table provides sensitivity analysis to
illustrate the impact that reasonably possible changes could have on the asset value and total equity recognised as at 30 June

2023. There would be no impact to the statement of profit and loss as a result of these changes.

Increasef{decrease)
to asset value and
Change in significant unobservable input FVOCI reserve
(Unaudited) £m
Decrease in discount rate by 50 bps 27.6
Increase in discount rate by 50 bps (26.9)
Decrease in prepaymeant curve by 5% 4.6
Increase in prepayment curve by 5% (2.7)
21. Notes to the statement of cash flows
MNet change in operating assets
For the six months ended 30 June 2023 2022
(Unaudited) £m £m
Increase in mandatory deposits with central banks (4.6) (3.4)
Increase in loans and advances o customers (1,093.7) (966.4)
Increase in derivative financial assets (191.6) (99.7)
Increase in operating lease assels (1.4) (3.4)
Increase in other assets (3.4) 4.7)
Dacrease in assets held for sale - 299.7
Increase in operating assets (1,294.7) (TF7.9)
Net change in operating liabilities
For the six months ended 30 June 2023 2022
(Unaudited) Em £m
Increase in customer deposits 1,186.5 817.8
Increase/{decrease) in other provisions 7.6 (2.7)
Increase in derivative financial liabilities 100.6 146
{Decreaselincrease in other liabilities (20.1) 11.0
Increase in operating liabilities 1,274.6 840, 7

Cash and cash equivalents

30 Jun 2023 31 Dec 2022

(Unaudited) (Audited)

£m £m

Cash and balances at cantral banks 1,949.5 20371
Less: mandatory deposits with central banks (34.2) (28.68)
Loans and advances to banks 434.3 263.6
Total cash and cash equivalents 2,349.6 22711

Cash and cash equivalents includes:

« £271.6 million (31 December 2022: £155.5 million) of cash collateral paid against derivative contracts.
« £100.9 millian (31 December 2022: £59.5 million) of securitisation cash, which represents the restricted cash balances

of consolidated structured entities.

The loss allowance for both cash and balances at central banks and loans and advances to banks is immaterial, totalling less

than £0.1 million in both reported periods.
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22. Subsidiary companies

Full details of subsidiary companies included in the Group are
detailed in Note 43 of the 2022 Annual Report and Accounts.
Changes to subsidiary companies during the six months
ended 30 June 2023 are summarised below.

Wholly owned subsidiary companies

On 31 May 2023, EML became a whaolly owned subsidiary

of Shawbrook Bank Limited, the Group's principal subsidiary

(see Mote 7)., Company details are as follows:

« Bluestone Mortgages Limited: Company number:
02305213, Country of incorporation: England and Wales.
Registered address: 3rd Floor, 22 Chancery Lane,
London, United Kingdom, WC2A 1LS. Principal activity:
Mortgage finance.

BML has four whaolly owned subsidiary companies’, all of
which become indirect subsidiary companies of the Group
as part of the acquisition. These are;

= Bluestone Mortgage Finance No. 3 Limited

= Bluestone Mortgage Finance No. 5 Limited

« Bluestone Mortgage Retention Finance No. 1 Limited

« Bluestone Mortgage Retention Finance No. 3 Limited

There have been no other changes to wholly owned
subsidiaries during the six months ended 30 June 2023,

Subsidiaries by virtue of control

On 29 June 2023, the following structured entity became

a subsidiary of the Group by virtue of control in relation to

a securitisation transaction (see Note 15). Shares of this

entity are ultimately beneficially owned through an

independent trust. However, for accounting purposes,
the entity is controlled by the Group and, as such, it is
treated as a subsidiary and is fully consolidated.

» Holbrook Mortgage Transaction 2023-1 ple: Company
number: 14859205, Country of incorporation: England
and Wales, Registered address: 1 Bartholomew Lane,
London, United Kingdam, EC2N 2AX. Principal activity:
Mortgage finance.

As detailed above, on 31 May 2023, BML became a
subsidiary of the Group. BML has two subsidiary companies
by wirtue of control, both of which become indirect subsidiaries
by virtue of control of the Group as part of the acquisition.
These are:

« Genesis Mortgage Funding 2019-1 PLC

« Genesis Mortgage Funding 2022-1 PLC

The liguidation process of Shawbrook Mortgage Funding
2019-1 ple is progressing, but has not concluded and it
therefore remains a subsidiary as at 30 June 2023,

There have been no other changes to subsidiaries by
virtue of contral during the six months ended 30 June 2023

23. Related party transactions

Information about related parties of the Group are detailed
in Mote 44 of the 2022 Annual Report and Accounts.

During the six months ended 30 June 2023, with the
exception of the new subsidiary companies detailed in Note
22, there have been no significant changes in related parties,
or significant new transactions with related parties, that have
had a material effect on the financial position or performance
of the Group.

Related party transactions during the six months ended
30 June 2023 remain similar in nature to those disclosed
far the year ended 31 December 2022.

24, Contingent liabilities and contingent
assets

Contingent liabilities identified as at 30 June 2023 are
unchanged from those previously disclosed in Mote 47 of the
2022 Annual Report and Accounts, with the Group continuing
to have possible liabilities, that cannot be quantified with any
certainty, in relation to Section 75 and Section 140A of the
Consumer Credit Act.

In the 2022 Annual Report and Accounts, the Group provided
additional information about one specific matter of note,
timeshare complaints. An update regarding this matter is
provided below.

Timeshare complaints

The Group has received a number of complaints from
customers about holiday ownership (timeshare) products and
as at 30 June 2023, the Group has recognised a provision af
£11.4 million in relation to a specific sub-set of such customer
complaints (see Mote 19). There is potential for further
liabilities from another customer sub-set, which were not
subject to the judicial review, however, based on current
evidence, the level of uncertainty regarding the outcome
means the criteria to be recognised as a provision are not
judged to have been met. The Group has undertaken a high-
level estimate of possible redress using an assumed claim
and redress rate and applied it to the non-provisioned
timeshare loan book. This suggests further potential
remediation costs of up to £14 million (in addition to the
£11.4 million already recognised as a provision), but
ultimately redress would depend on claim and uphold

rates and agreement on redress remedies.

The Group has insurance cover in place that it believes would
substantially recover any remediation costs incurred in
relation to such timeshare claims. Discussions are angoing
regarding reimbursement, however, in accordance with 1AS
37 "Provisions, Contingent Liabilities and Contingent Assets’,
such reimbursement cannot be recognised as an asset
unless it is virtually certain. The Group typically does not
deem a reimbursement claim to be virtually certain until it
has been accepled by the other party. Consequently, at this
point in time, the associated reimbursement claim is deemed
to be a contingent asset, which leads to a timing difference
when compared to the recognition of the provision for
remediation costs.

T Mate thal, Blueslone Morgage Finance No. 4 Limited, which was a wholly owned subsidiary of BML, was dissolved in April 2023 bedora the complation of the BML acquisiton.
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25. Events after the reporting period

There have been no significant events between 30 June 2023
and the date of approval of the Interim Financial Report that
require a change or additional disclosure in the condensed
consolidated interim financial statements.
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Abbreviations

Throughout this document:

‘Company’ refers to: Shawbrook Group plc

‘Group’ refers fo; the ‘Company’ and its subsidiaries
‘Shawbrook’ refers to: the ‘Group’

‘Shareholder’ refars to: Marlin Bidco Limited

The following abbreviations are used within this document;

APl Application programme interface LCR Liguidity coverage ratio
BML Bluestone Mortgages Limited LGD Loss given default
bps Basziz point Mi Management information
CET1 Common Equity Tier 1 NSFR Met stable funding ratio
COVID-19 Coronavirus disease FD Probability of default
CRD V Capital Requirements Directive PMA Post-model adjustmeant
CRRII Capital Requirements Regulation POCI Purchased or originated credit-impaired
ECL Expected credit loss PRA Prudential Regulation Authority
EIR Effective interest rate SICR Significant increase in credit nisk
EPC Energy performance certificate SMEs Small and medium-sized enterprises
ESG Environmental, social and governance SMF Senior Management Function
FVOCI Fair value through other comprehensive income TCFD E?:;D';T'im Climate-related Financial
EVTEL Fair value through profit or loss TFSME Ergih::;:ding Scheme with additional incentives
1AS International Accounting Standards TML The Mortgage Lender Limited
IFRS International Financial Reporting Standards UK United Kingdom
ISAs Individual Savings Account
Time pericds referred to within this doecument are defined as follows:
FY Full year: 12 months from 1 January to 31 Decembar
H1 First half: six month pericd from 1 January to 30 June
H2 Second half; six month period from 1 July to 31 December
(=} First quarter; three month perod from 1 January to 31 March
Q2 Second guarter: threa month period frorm 1 April to 20 June
Q3 Third quarter: three month period from 1 July to 30 September
Q4 Fourth quarter: three month pericd from 1 October to 31 December
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Performance indicators

Certain financial measures disclosed in the Interim Financial Report do not have a standardised meaning prescribed by
international accounting standards and may not therefore be comparable to similar measures presented by other issuers.

These measures are considered “alternative performance measures’ (non-GAAP financial measures) and are not a substitute

for measures prescribed by international accounting standards. Definitions of financial performance indicators referred to in the
Strategic Report (in alphabetical order) are set out below:

Average principal employed
Common Equity Tier 1
(CET1) capital ratio

Cost of risk

Cost to income ratio

Gross asset yield
Leverage ratio

Liability yield

Liquidity coverage ratio

Loan book

Management expenses ratio

Met interest margin

Return on lending assets
before tax

Return on tangible equity

Risk-weighted assets

Total capital ratio
Total Tier 1 capital ratio
Wholesale funding

The average of monthly closing loans and advances to customers' (net of loss allowance and fair value
adjustments for hedged risk) and assets on operating leases included in property, plant and equipment,

Comman Equity Tier 1 capital, divided by, risk-weighted asseats.

Impairment losses on financial assels, divided by, average principal employed.

The sum of administrative expenses and the provisions charge/credit recognised in the statement of profit
and loss, divided by, net operating income.

Met operating income less interast expense and similar charges, divided by, average principal employed,
Total Tier 1 capital, divided by, total leverage ratio exposure measure.

Interest expense and similar charges, divided by, average principal employed,

Liguidity buffer, divided by, total 30-day net cash outfliows in a standardised stress scenano.

The sum of loans and advances to customers’ (net of loss allowance and falr value adjustments
for hedged rizk) and the carrying amount of assets on operating leases included in property, plant
and eguipment.

The sum of administrative expenses and the provisions charge/credit recognised in the statement of profit
and loss, divided by, average principal employad.

Met operating income, divided by, average principal employed,
Profit before tax, divided by, average principal employed.

Profit after tax (adjusted to deduct distributions made to holders of capital securities), divided by, average
tangible equity.

Average tangible equity’ is calculated as, total equity less capital securities and intangible assets at the
beginning of the period, plus total equity less capital securities and intangible assets at the end of the
period, divided by two,

A measure of assets adjusted for their associated risks. Risk weightings are established in accordance
with Prudential Regulation Authority rules and are used io assess capital requirements and adequacy
under Pillar 1,

Total regulatory capital, divided by, nisk-weighted assets.
Tatal Tier 1 capital, divided by, nsk-weighted assets,

The zum of amounts due to banks and debt securities in issue.

1 Far the purpose of this calouation, lnans ard advances fo customers inclsdes both leans measured at amartised cost and loans at FYOCH along with any lans iransferred o assets hedd

for sale, which ara stil considenad to ba part of the Group's overall knan book until darecogresad,
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