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Important disclaimer

Certain information contained in this Interim Financial Report, including any infor
strategy, market position, plans, or future financial or operating performance, constitutes 6 f o r-Making
statements® Such forward-looking statements are made based upon the expectations and beliefs of the Gr o u
Directors concerning future events impacting the
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 risks and uncertainties, which may cause the actual results, performance or
achievements of the Group or industry results to be materially different from any future results, performance or
achievements expressed or implied by such forward-looking statements.
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Interim Management Report

Shawbrook is a lending and savings bank founded in 2011 to serve the needs of SMEs and individuals in the
UK with a range of specialist products. We operate in attractive lending segments with a focus on Property
Finance, Business Finance and Consumer Lending where there is a large addressable market for our
propositions.

We differentiate ourselves by combining the agility and service of a FinTech with deep specialism and attractive
risk adjusted returns. Our technology-enabled model means we are well positioned to take advantage of
opportunities arising from rapidly changing customer needs and expanding total addressable markets.

For further information on our divisions, see pages 14-18.

Delivering against our strategic pillarsé

Enhance Achieve strong risk Progressively Maintain excellent Maintain conservative

customer focus adjusted returns increase originations credit quality

foundations

4_41/ 50 5.7% 26.2% Obps 12.5%
; ; Gross asset yield Annualised loan book Cost of risk CET1
Trustpilot ratin b
P 9 (H1 2020: 5.9%) growth to £8.0 billion (H1 2020: 167bps) (31 Dec 2020: 12.6%)
2
0

Net P 82% s 20.1% 16.4%

et Promoter Score : '

Underlying RoTE Total capital ratio

(H1 2020: 0.2%) (31 Dec 2020: 16.8%)

é and enhancing our technology foundations

Proudly different.

1 As at 02 August 2021.
2 savings only, introduced in 2020.
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Shawbrook combines the agility and customer
service of a FinTech with deep specialism and
attractive risk adjusted returns

Differentiated
lending expertise "
in niche segments

3}5 Sha‘l’(\'broc’k Highly attractive
Ban i growth and leading

Most not yet profitable €.20% RoTE €.10-20% RoTE
4.4 Average 4.41 3.4 Average
Trustpilot rating Trustpilot rating Trustpilot rating

@ Scalable lending platform Highly profitable banking
with proven ability to implement franchise that is deep and
@ end-to-end digital capabilities broad across our chosen

specialist lendinag markets

Differentiated customer Multi-channel distribution

proposition with a focus on with strong broker relationships

improving user experience and partnerships with leading
at all stages of the relationship FinTech brands

1 The average Trustpilot ratings for UK FinTechs and Specialist Lenders are each calculated based on the average ratings of three UK
FinTechs/Specialist Lenders as at 2 August 2021.
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Executing our digital strategy

Our digital journey over the last 24 months

Technology: strategic move to Microsoft Savings: launched digital savings
Azure Cloud with ongoing migration across 2019 offering direct / via partners to

the entire Shawbrook product offering. consumer, small and micro-businesses
and charities, with enhanced customer

security and two factor authentication.

Consumer: launched digital
Geal-rateboffering for unsecured
personal loans, with seamless integration JRAYAY
into distribution partners.

Technology: initial rollout of low-code
BPM technology and Robotic Process
Automation to improve business efficiency.

Business: Began development of new
&latform for Growth§ our technology
investment programme to create a scalable JRAYAY
cloud based digital SME lending platform.

in-house developed
MyShawbrook portal deployed
to brokers, streamlining the buy-to-let
mortgage process with real-time APl access
to wide range of 3rd party data sources.

Consumer: delivered functionality to
leverage open-banking data to be Q1

gathered via distribution partners into  EEYsREE

underwriting capability.

Business: first @latform for Growthé
delivery with the complete migration of
our development finance portfolio.

Technology: fully implemented a range
of cloud analytics infrastructure and tools @Y
to support business processes. A0yAk

N
N
\
\
\

Implemented

Microsoft Azure Online broker Real-time

portal with Fully end-to-end customer
integrated real- digital journey satisfaction

Cloud platform
for lending,
savings and

analytics
applications

time valuation across a number monitoring for
technology of products online-savings

S =-"

OQur digital wvision and roadmap

Leveraging best-in-market APIs i combined with our in-house software development and data capabilities i
to digitalise the customer experience allowing our employees to focus on high value- added input such
as complex manual underwriting and relationship management.

Consumer Lending Business Finance

A Continue to invest in our

A Utilise new data, such as Open A Complete roll out of digital end- aroposition to improve Gustomer
i to-end journey for Asset Finance. :
E:g:;cvgfﬁtr?gfzztgg?:ame ) Y experience for brokers and
A Leverage data and analytics to customers.
A -to- igi iti further support sales and risk ; . .
o aE:g ;grs?c?ndlgltal e R . anagem%%t A Further automate time-consuming
9- ’ data entry and information
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Highlights

Shawbrook Group ploéd h(eé SGraovwhproo o kt 6o doaryear aenulisofar the sixsnonths s h a |
ended 30 June 2021.

A Annualised loan book growth of 26.2%? to £8.0 billion as at 30 June 2021 (31 December 2020: £7.1 billion).

A We continue to take advantage of our significant total addressable market by positioning specialist
lending propositions to meet customer needs outside of the government backed initiatives, originating
record levels of new business?.

A Our diversified product offering and multi-channel distribution has underpinned the resilience of our
model, enabling us to support market demand as customer confidence returns.

A Expanded our Platform Lending origination channel through the successful completion of The
Mortgage Lender Limited (TML) acquisition, widening our Originate to Distribute optionality.

A Record levels of profitability with underlying profit before tax for H1 2021 of £94.4 million (H1 2020: £5.9
million) and underlying return on tangible equity of 20.1%.

A Material funding advantage generated with customer deposits increasing to £7.8 billion (31 December
2020: £6.9 billion), with stock cost of retail deposits of 95bps as at 30 June 2021 (31 December 2020:
121bps; 30 June 2020: 153bps).

A Well capitalised and liquid balance sheet with a total capital ratio as at 30 June 2021 of 16.4% (31
December 2020: 16.8%) and a liquidity coverage ratio of 258.5% (31 December 2020: 229.7%).

A The improving economic outlook has driven a continued positive movement in arrears to 1.9%3, trending
back towards pre-pandemic levels, from a peak of 3.6% in June 2020 (31 December 2019: 1.6%), as the
payment holiday scheme winds down. This drove a cost of risk of £nil for H1 2021 (H1 2020: £56.8 million).

A Continued to invest in and strengthen our data capabilities and deploy innovative technology solutions
across the business, further digitalising customer experience and enhancing automation.

1 Loan growth of 13.0% from £7.1 billion at 31 December 2020 to £8.0 billion annualises to 26.2% and compares to annual loan growth
rates of 15.3% in FY 2019 and 11.0% in FY 2020 (after adding back the £97.8 million disposal of Consumer loans in January 2020 and
the £329.9 million of derecognised TML originated loans following sale of residual notes as we effected our inaugural structured asset
sale).

2 As at 30 June 2021, the gross carrying amount of loans drawn under the Coronavirus Business Interruption Loan Scheme (CBILS) was
£48.1 million (31 December 2020: £32.2 million).

3 Loans in arrears at 30+ days with one payment missed.
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Shawbrook delivers a highly attractive financial
profile providing strong returns

Net loans
£ billion

8.0
Significant
and consistent

5.9
13 2.0 2.2

4.9
4.1
growth 24 . |
2.3 . 0 » - »
37 4.2 45 _ : :

2013 2014 2015 2016 2017 2018 2019 2020 H1 2021
m EXxisting asset classes New initiatives

%

26.9%

0
2.7% 19.4% 19.5% 20.1%

13.6% 16.1% 15.7%

8.0%

2013 2014 2015 2016 2017 2018 2019 2020 H1 2021

Cost of risk
bps
. . - 80
Disciplined
. 64
growth with 53 "
stable cost 36 43
of risk 24
H :
2013 2014 2015 2016 2017 2018 2019 2020 H1 2021
Robust capital
L cap 16.4 450br g 204 259% 1.9
and Ilql_“dlty Tota:l;t:iec\)pltal Hrf]?nd rgcén_?_lto CRD IV Liquidity Balance in
position ) TESE leverage ratio coverage ratio arrears
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fDeep sector expertise, combined
with our technology-enabled model
and proven resilience, have
allowed us to continue to support
our customers against a
challenging, but improving,

macroeconomic backdrop.o

Marcelino Castrillo, Chief Executive Officer

Commenting on the results, Chief Executive Officer Marcelino Castrillo said:

lamdelightedtoi nt r oduce Shawby®oark 6rse 2W0I12tls hamhy first as Chi ef

strong performance in the first half of 2021 was driven by demand for our specialist propositions in our core
SME and property markets. Deep sector expertise, combined with our technology-enabled model and proven
resilience, have allowed us to continue to support our customers against a challenging, but improving,
macroeconomic backdrop. This was reflected in record origination levels and our loan book reaching £8.0
billion as at 30 June 2021, a 26.2% annualised growth rate since 31 December 2020. Underlying profit before
tax of £94.4 million for H1 2021 was £88.5 million higher than in H1 2020, while credit quality and balance in
arrears at 1.9% are now trending back down to pre-pandemic levels. As a result, we are pleased to report an
underlying return on tangible equity of 20.1%.

We remain committed to developing best-in-class customer experiences by further investing in and leveraging
the deep specialist knowledge of our people, connecting multiple data sources in real time and deploying
innovative technologies. Through the first half of the year, we have shown impressive agility to implement new
technology solutions across the business, such as the roll out of the MyShawbrook portal to our buy-to-let
property broker community. Featuring API access to external data sources and instant, integrated valuations,
this led to a material reduction in time to offer and overall completion times for eligible buy-to-let cases. We
have also commenced the deployment of our new OPI
as integrating Open Banking data sources within our API-led Consumer fintech platform.

These initiatives are a continuation of the significant investment in and progress on digitalisation efforts which
Shawbrook has made over recent years, including implementing an end-to-end digital underwriting and
processing for consumer loans and commencing the migration of products to the cloud which is ongoing. This
focus on building out our digital capabilities and technology is aimed at ensuring Shawbrook can combine the
agility and customer service of a FinTech, alongside the deep specialism and profitability we have already built
in our chosen markets.

In H1 2021, we progressed our ESG ambitions through increased focus on our climate change agenda; high
levels of staff engagement across an increasing number of diversity and inclusion initiatives; and the design
of several new sustainability-focused products, which will come to market in H2 2021. Our commitment to
achieving gender diversity is underlined with our multi-y ear sponsorship of bot
Saracens rugby teams, alongside Mavericks netball team and Saracens Sports Foundation.

Pace of change in society is accelerating, creating new customer needs that are in turn increasing the demand
for more specialist solutions and our total addressable market. Through a combination of deep expertise and
agility to bring innovative solutions to market, | am confident that Shawbrook is well positioned to take
advantage of the resulting opportunities and support customers out of COVID-19 and beyond. | look forward
to leading Shawbrook through the next phase of its growth journey, creating further sustainability and value in
the years ahead.

Shawbrook Group plc Interim Financial Report 2021 8
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Financial review

Key performance indicators
Definitions of all metrics set out in the tables below are provided on page 66.

Financial performance!

Metrics relating to the period ended 30 June 2021 are shown on both a statutory and underlying basis. In the
comparative period, there were no underlying adjustments and, as such, metrics are only presented on a
statutory basis.

For the six months ended 2021 2020

30 June Statutory  Underlying Statutory Statutory  Underlying
(Unaudited) % % % change change
Gross asset yield 5.7 5.7 5.9 (0.2%) (0.2%)
Liability yield 1.2) (1.2) (1.8) 0.6% 0.6%
Net interest margin 4.5 4.5 4.1 0.4% 0.4%
Management expenses ratio? (2.1) (2.0) (2.2) 0.1% 0.2%
Cost to income ratio? 45.2 44.3 54.5 9.3% 10.2%
Cost of risk? T ) (1.67) 1.67% 1.67%
Return on lending assets before tax 2.5 2.5 0.2 2.3% 2.3%
Return on tangible equity 19.7 20.1 0.2 19.5% 19.9%

Financial position
Underlying adjustments result in no changes to the metrics reported as at 30 June 2021 and, as such, metrics
are only presented on a statutory basis.

30 Jun 2021 31 Dec 2020

(Unaudited) (Audited) Change
Assets and liabilities
Loan book (Em) 8,025.4 7,102.8 13.0%
Average principal employed (Em) 7,521.5 6,825.7 10.2%
Customer deposits (Em) 7,843.9 6,894.1 13.8%
Stock cost of retail deposits (%) 0.95 1.21 0.26%
Wholesale funding (Em) 984.8 1,020.3 (3.5%)
Liquidity
Liquidity coverage ratio (%) 258.5 229.7 28.8%
Capital and leverage®
Common Equity Tier 1 capital ratio (%) 125 12.6 (0.1%)
Total Tier 1 capital ratio (%) 14.7 15.0 (0.3%)
Total capital ratio (%) 16.4 16.8 (0.4%)
Leverage ratio (%) 8.2 8.7 (0.5%)
Risk-weighted assets (Em) 5,650.3 5,271.7 7.2%

1 Metrics are annualised based on the 181 calendar days between January and June in 2021 (2020: 182 calendar days).

2 Comparatives for the period ended 30 June 2020 have been restated to reclass £1.5 million of impairment losses on loan commitments
from provisions for liabilities and charges to impairment losses on financial instruments. This restatement aligns the comparative period
presentation with current period presentation and is consistent with the presentation used in the 2020 Annual Report and Accounts. As
a result of this change, the management expenses ratio is restated from 2.3% to 2.2%, the cost to income ratio from 55.6% to 54.5%
and cost of risk from 1.63% to 1.67%. No other key performance indicators are impacted.

3 Capital and leverage metrics are shown on a transitional basis after applying IFRS 9 transitional arrangements. A comparison of the
Groupobs reported capital metrics (including transiti onemkentsdatlj ust men
not been applied (the o6fupabel.l oadedd basis) is provided on
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Financial review

Summary of statutory results for the period

For the six months ended 30 June 2021 2020

(Unaudited) £m £m Change
Operating income? 214.4 199.6 7.4%
Interest expense and similar charges (45.0) (61.7) 27.1%
Net operating income 169.4 137.9 22.8%
Administrative expenses (76.6) (64.3) (19.1%)
Impairment losses on financial instruments? T (56.8) 100.0%
Provisions for liabilities and charges? T (10.9) 100.0%
Total operating expenses (76.6) (132.0) 42.0%
Profit before tax 92.8 5.9 n/a
Tax (23.9) (0.3) n/a
Profit after tax, attributable to owners 68.9 5.6 n/a

Summary reconciliation of underlying to statutory results for the period

For the six months ended 30 June 2021 2020
(Unaudited) £m £m
Underlying profit before tax 94.4 5.9

Underlying adjustments

Recruitment awards (2.0) i
Corporate activity costs (0.6) i
Total underlying adjustments (1.6) i
Statutory profit before tax 92.8 5.9

The following adjustments have been excluded from administrative expenses in the underlying results,
resulting in underlying administrative expenses of £75.0 million.

A Recruitment awards: costs amounting to £1.0 million recognised in 2021 relate to cash-based awards to
Marcelino Castrillo (Chief Executive Officer). This was the result of a one-off award for compensation
against forfeited long-term incentives at a previous employer.

A Corporate activity costs: costs amounting to £0.6 million relate to the acquisition of TML in February
2021.

Additional reconciliation from underlying to statutory results is provided in Note 2 of the Interim Financial
Statements on page 52.

1 Includes interest income calculated using the effective interest rate method, other interest and similar income, net income from operating
leases, net fee and commission income/(expense), net losses on derecognition of financial assets measured at amortised cost, net
gains/(losses) on derivative financial instruments and hedge accounting and net other operating (expense)/income.

2 Comparatives for the period ended 30 June 2020 have been restated to reclass £1.5 million of impairment losses on loan commitments
from provisions for liabilities and charges to impairment losses on financial instruments. This restatement aligns the comparative period
presentation with current period presentation and is consistent with the presentation used in the 2020 Annual Report and Accounts.

Shawbrook Group plc Interim Financial Report 2021 10
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Financial review

fOur half year results delivered
a strong performance with
underlying profit before tax
increasing to £94.4 million (H1
2020: £5.9 million) supported by
record originations that

increased our loan book to £8.0
billion.o

Dylan Minto, Chief Financial Officer

Commenting on the results, Chief Financial Officer Dylan Minto said:

As the economy recovers from the lockdown impacts of the pandemic, the investment in the digitalisation of
our customer proposition, backed by solid operational resilience, meant that we were well placed to support
our customers as confidence returns to our specialist lending markets. Our half year results delivered a strong
performance with underlying profit before tax increasing to £94.4 million (H1 2020: £5.9 million) supported by
record originations that increased our loan book to £8.0 billion. Our strong capital position, supported by high
levels of liquidity, were also maintained across the period and we delivered an underlying return on tangible
equity of 20.1%.

Our investments in technology have had a meaningful impact on business outcomes. We were the first UK

bank to offer a digital consumédri medard eafifsdroinn g gwivti la prea
customers and have rolled out a market leading buy-to-let platform in our Property Finance division. These

initiatives have supported our loan book growth at attractive gross yields, whilst our investments in automation

and process simplification help us to continue to manage our cost base, with the underlying management

expenses ratio falling by 0.2% to 2.0% and the cost to income ratio falling to 44.3% (H1 2020: 54.5%).

Looking forward, as we capitalise on our specialist lending proposition in our addressable markets, we remain
well positioned to support our customers and communities.

Shawbrook Group plc Interim Financial Report 2021 11
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Financial review

Large and expanding total addressable market supports significant annualised lending growth of 26.2%*
Net loan growth of £922.6 million was driven by record originations as the demand for our specialist lending
proposition grew in our core SME and property markets. This was predominantly generated outside the
government backed lending schemes and was positive across all asset classes, with the exception of the
Consumer Lending book where we remain cautiously positioned, resulting in the loan book increasing to £8.0
billion (31 December 2020: £7.1 billion).

We remain well positioned to take advantage of our addressable markets as the combined effects of the
pandemic and evolving macro-trends continue to disrupt large parts of the traditional lending market. The
continued growth of the rental sector, the relentless digitisation of banking products and the rise of the gig-
economy all serve to increase the opportunities to leverage our specialist lending proposition and diversified
business model.

Record levels of profitability, improving net interest margin and competitive funding advantage created
Underlying profit before tax increased to £94.4 million for the period (H1 2020: £5.9 million) with net operating
income increasing by 22.8% and underlying operating expenses decreasing by 43.2% with both impairment
losses and provisions for liabilities being £nil in the period.

Net operating income increased by 22.8% to £169.4 million (H1 2020: £137.9 million) and net interest margin
increased to 4.5% (H1 2020: 4.1%) as we maintained pricing discipline on gross yield whilst materially reducing
interest expense by 27.1% to £45.0 million (H1 2020: £61.7 million). We have created a competitive funding
advantage after managing down the stock cost of retail deposits to 0.95% (31 December 2020: 1.21%; 30
June 2020: 1.53%) and, despite an increasingly competitive market, our strong savings proposition continues
to attract customer deposits with growth of 13.8% since the year end. We continue to diversify our funding
base, however we remain predominantly funded by retail and SME customers, supplemented with wholesale
funding primarily through the Bank of Engl andos
balances of £0.8 billion.

Careful cost management remains a core focus and, whilst we reduced discretionary expenditure in 2020 in
response to the pandemic, we continue to invest in talent and innovative technology solutions to support and
enhance our customer proposition and drive operational efficiency.

Underlying administrative expenses increased 16.6% to £75.0 million (H1 2020: £64.3 million) and reflects the
100% acquisition of TML. If the TML costs were excluded, the increase would be 10.0% and reflects the
continued investment in our digitalisation journey and higher staff costs as we resource appropriately to meet
our business needs.

We continue to hold a provision for Consumer Credit Act liabilities of £12.8 million and review its adequacy
regularly. During the period we received a further insurance recovery of £3.0 million (H1 2020: £2.0 million
recovery) relating to solar panels financed by our Consumer Lending division and with a further £3.0 million
increase to the provision, the net charge for the period was therefore £nil (H1 2020: £10.9 million). We are
continuing to engage with insurers in the ongoing insurance recovery process.

Improving economic outlook is supporting excellent credit quality

The careful and robust management of loan books has remained a strategic priority throughout the pandemic.
At the peak we provided payment holidays to our customers of £1.9 billion and we have seen the majority of
these customers return to paying statuswit h t he Groupds overall arrear-
pandemic levels (31 December 2019: 1.6%) from a peak of 3.6% in June 2020.

The improving macro-economic environment and growth in originations have resulted in the total loss
allowance coverage reducing to 1.1% (31 December 2020: 1.3%). We maintained the same economic scenario
weightings as at the year-end and, whilst the underlying IFRS 9 modelled results show an improving trend
reflecting the more positive economic outlook, an additional post-model adjustment has been overlaid to reflect
continued uncertainties as the economy recovers. This resulted in an overall £nil impairment charge for the
period (H1 2020: £56.8 million). Given the experience in the first half of the year and the continued
improvement in macroeconomic outlook, the full year impairment charge is expected to reflect a benign credit
environment, however this remains subject to significant uncertainty.

1 Loan growth of 13.0% from £7.1 billion as at 31 December 2020 to £8.0 billion as at 30 June 2021 annualises to 26.2%.
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Financial review

Conservative capital and liquidity levels provide the foundation for future growth

Our Common Equity Tier 1 capital ratio was 12.5% (31 December 2020: 12.6%) and our total capital ratio was
16.4% (31 December 2020: 16.8%). The slight decrease in the capital ratios over the period reflects the
retained profit after tax of £68.9 million, offset by growth in risk-weighted assets of £378.6 million, payment of
the AT1 coupon and a reduction in the transitional IFRS 9 relief. The transitional arrangements for IFRS 9
increase the Common Equity Tier 1 capital ratio by 0.3% (31 December 2020: 0.7%) and the total capital ratio
by 0.4% (31 December 2020: 0.7%). The Group's current total capital requirement is 9.78% (Pillar 2A
requirement of 1.78%) and with total regulatory capital of £925.3 million, well in excess of regulatory
requirements, the Group is well-capitalised to take advantage of the significant market opportunity we have
identified in 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 Regulation Authority (PRA) leverage ratio framework,
however we maintain our returns with prudent levels of leverage. The leverage ratio for the Group is 8.2% (31
December 2020: 8.7%), compared to the minimum requirement of 3.0%, with risk-weighted assets as a
proportion of the loan book having reduced slightly to 70% (31 December 2020: 74%).

The liquidity coverage ratio remains prudently positioned at 258.5% (31 December 2020: 229.7%).

Outlook

The strong performance for the first six months means we are well positioned to support our customers as the

economy recovers and customer confidence increases. Many of our chosen markets have seen increased

activity and we responded quicklyt o meet our customersé needs whil st mai |
have continued to invest in developing best-in-class customer experiences and have deployed innovative
technologies to improve both customer experience and operational efficiency. The Group has a strong capital

and liquidity base and a proven track record in successfully expanding into new segments and products. We

are confident in our ability to continue to meet the changing needs of our customers, colleagues and business

partners in the future and capitalise on the growth opportunities available to us.

Shawbrook Group plc Interim Financial Report 2021 13
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Divisional review

The Group continues to manage its business through four reportable operating segments:

Business Finance

Business Finance offers a wide range of products to serve the UK SME
market, including asset finance, corporate lending, structured finance and
development finance. We lend across specialist markets including
healthcare, renewable energy, marine, aviation and can provide support for
management buy-outs, employee ownership trusts and growth finance.

Consumer Lending

Consumer Lending provides unsecured personal loans both directly and
through partners to support a variety of purposes, powered by innovative

fintech solutions.

Savings?
Savings provides a wide range of cash savings products, both directly and
through partners to personal customers and SME/micro businesses and

charities.

Customer
loans

Customer
deposits

Other
information

Key metrics and a review of each of reportable segment is provided below. Additional financial information
regarding the performance of each reportable segment can also be found in Note 2 of the Interim Financial
Statements on page 52.

Key metrics by reportable segment

Property Business Consumer  Savings and
(Unaudited) Finance Finance Lending Central Total
Underlying profit H1 2021 87.3 474 12.9 (53.2) 94.4
before tax (Em) H1 2020 54.1 17.5 (22.7) (43.0) 5.9
Loan book? As at 30 Jun 2021 5,620.3 1,999.5 405.6 i 8,025.4
(Em) As at 31 Dec 2020 4,855.8 1,801.6 445.4 i 7,102.8
Gross asset yield? H1 2021 4.8 7.8 9.6 T 5.7
(%) H1 2020 4.9 7.6 8.9 T 5.9
Customer deposits As at 30 Jun 2021 T T T 7,843.9 7,843.9
(Em) As at 31 Dec 2020 T T T 6,894.1 6,894.1
Stock cost of retail As at 30 Jun 2021 T T T 0.95 0.95
deposits? (%) As at 31 Dec 2020 T T T 1.21 1.21

1 Reported as part of the Savings and Central operating segment. Central includes central functions and costs not allocated out to the

divisions.

2 Metrics are defined on page 66.

Shawbrook Group plc
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Divisional review
Property Finance H1 review

Strong growth as markets and customer confidence recovered driving record originations. The loan
book grew by 15.7% to £5.6 billion with asset yield slightly lower at 4.8% due to mix of the underlying

assets. The Property Finance loan book represents 70% of t he Groupds | oan book.

Our focus on the digitalisation of the business model and the strengthening of service quality provided an
excellent platform from which to maximise the opportunity provided by a resilient property market. With
confidence returning to the property market, supported by ongoing government support through the extension
of the stamp duty holiday, we experienced record loan applications and originations in the first half of 2021,
delivering new lending of £1,245 million for H1 2021 (H1 2020: £647 million). In February 2021, we completed
the acquisition of TML. This has extended our distribution reach and further diversified our product offering.
Shawbr ook has f utarlet eriginafionblsifice edolyu2918 and in January, we started to also fund
their re-entry into the specialist first charge residential mortgage market.

Enhancing customer propositions through digitalisation and simplification
We continued to invest and digitalise our proposition to improve the broker and customer experience with a
range of enhancements including:

A delivery of MyShawbrook portal, a new buy-to-let platform to our strategic broker partners, enabling:
the automation of agreements in principle;

enhancement of the application process, using automated valuation models and introducing electronic
identification and e-signature to speed up the cycle time from application to approval;

> >

>~

documentation, reducing underwriting process times;

A an enhanced proposition for customers looking for larger loans reflecting growing demand from
professional landlords;

A the reintroduction of our popul ar 6Lending for
withdrawal due to COVID-19. This product provides experienced investors with the opportunity to take
additional leverage on development projects;

A simplification of the product range, reducing the number of loan-to-value bands;

A enhancement of our prime second charge mortgage proposition with increases to maximum loan sizes to
£500,000 at 75% loan-to-value (previously £200,000) and to £150,000 at 85% loan-to-value (previously
£100,000); and

A our complex residential mortgage proposition continued to be bolstered through the deployment of our
selected platform lending partners. They provide us with the ability to penetrate a wider and more diverse
distribution network and adjacent areas of the specialist market, including first charge mortgages.

Outlook

Solid foundations are in place for the business to continue to grow. Underpinned by continued investment in
the digitalisation of our proposition, we have improved our overall offering for both brokers and customers and
this is reflected in our performance. Investment plans for H2 2021 and beyond will continue this journey and,
whilst H1 2021 undoubtedly benefitted from buoyant market conditions, we are confident that the strength of
our underlying proposition will create sustainable competitive advantage.
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Divisional review
Business Finance H1 review

Supporting the recovery and growth of our existing customers remains a key focus. Sales performance
was strong across our four core business units, providing diversification not just in asset class but
also in capital consumption, risk and yield, with a number of significant milestones achieved including
the divisionbs geaching £2Ibiliann The mankbook grew by 11.0% with asset yield
increasing to 7.8%. The Business Finance loan book represents 25% of the Groupé6

During H1 2021, we continued to safely scale both performance and capacity by delivering significant
technology and data enhancements, whilst building on our presence across both established and new target
markets.

As at 30 June 2021, the gross carrying amount of loans drawn under the Coronavirus Business Interruption
Loan Scheme (CBILS) was £48.1 million (31 December 2020: £32.2 million), all of which was extended to
existing borrowers.

After concluding the acquisition and integration of the RateSetter development finance loan portfolio and team
in December 2020, we now have a substantial customer base and increased distribution capability that is
underpinned by a new loans-booking system. With strong new business growth across a number of regional
markets, particularly in the South West, the total value of development finance facilities provided to UK
developers since launching the proposition four years ago surpassed £1 billion.

Activity in our wholesale markets returned to pre-pandemic levels in the first half of 2021, with originations and
the loan book performing well, despite some isolated large repayments as a result of customers restructuring
their own capital base. Our position and reputation in the financial sponsors market continues to impress and
during the first half of the year we increased capacity in our unitranche team to service a growing demand for
mergers and acquisitions funding. After onboarding multiple new clients and sponsors in the first half of the
year, we achieved the number one position for debt funding in the most recent Experian MarketlQ United
Kingdom and Republic of Ireland M&A Review.

Enhancing customer propositions through digitalisation and simplification
Investments in technology, data and process re-design continued with the following delivered in H1 2021.:

A completed the migration of all development finance facilities, including the acquired RateSetter portfolio,
onto our new Platform for Growth loans-booking system that will accommodate all of our complex and
structured loan products by the end of 2021. This new platform provides a stable, scalable and flexible
foundation for future growth;

A work also progressed on the new origination elements of Platform for Growth that will further expand our
total addressable market by enabling us to serve the needs of smaller businesses looking for simple asset
finance via a digital highly-automated and data-assisted end-to-end journey;

started the process to participate in the Recovery Loan Scheme to support existing customers, receiving
accreditation from the British Business Bank in early August 2021;

brought Caple onto our platform as a new distribution partner, which will extend the total addressable
market for our commercial loan product by deploying funding for management buy-ins; and

A to further differentiate our offering, we introduced our commercial loan product during Q1 2021, enabling
us to expand our addressable market to include larger SMEs with light asset bases, The product has
proven highly versatile and popular amongst customers and the advisory community, helping us to attract
a number of high-quality new clients into the portfolio throughout 2021.

>~

>~

Outlook

With the investment in our technology infrastructure giving us greater capacity to write and manage higher
volumes of business, diversified growth will remain a core focus in the second half of the year as we explore
additional distribution channels, partnerships and markets. We are also beginning to unlock the benefits of
improved data production and analysis, initially within sales and risk management, and will continue this
journey towards further data enablement over the coming months.

As the SME community further recovers from the pandemic and government support schemes subsequently
come to a close, the need for specialist business finance solutions will become increasingly prominent. We
are therefore confident that our deep sector specialism combined with our enhanced digital capabilities and
agile ways of working position us well to take advantage of opportunities as they arise.
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Divisional review
Consumer Lending H1 review

In H1 2021, consumer confidence remained subdued due to the uncertain impacts of the pandemic on
personal finances resulting in the loan book reducing by 8.9% to £0.4 billion. We continued to invest
in our proposition to ensure that, as consumer confidence returns in H2 2021, we can capitalise and
support that demand. The Consumer Lending |l oan book re

In anticipation of an improving economic backdrop in H2 2021 and demand returning to our personal lending
markets, our focus in the first half of the year was on further building our capabilities through the utilisation of
alternative data sources and digital innovation to improve the customer experience and enhance oversight
capabilities.

Demand for unsecured personal lending remained at a subdued level during the first half of 2021, as
consumers continued to be cautious about borrowing and others made purchases from savings balances built
up during the lockdown period. Nevertheless, as lockdown continued to unwind, towards the end of H1 2021,
we started to see an uplift in confidence and subsequent increase in demand.

In H1 2021, our partner finance business began to show signs of growth, however, a nationwide shortage of
building and construction supplies saw lead times for installations impacted. Although some customers seeking
home improvement loans are still less comfortable with fitters and salespeople in their homes, we are confident
in the recovery of the market, with the returning demand evident at the end of H1 2021.

Enhancing customer propositions through digitalisation and simplification
Throughout the first half of the year, we made several enhancements to our proposition to ensure we are ready
to support the returning demand:

A introduced new capabilities that allowed us to test and deploy new pricing and credit risk strategies quickly,
to provide us with deeper insights and the capability needed to continue to make optimal decisions for our
customers; and

A further strengthened our digital partner oversight by introducing an automated tracking platform for
onboarding of new partners and ongoing monitoring of our existing partners.

Outlook

Throughout the second half of the year, we will continue to utilise new data sources, such as Open Banking,
to help us make better informed decisions for our customers. In addition to the continued development of our
integrated finance products, we also intend to expand our product proposition into adjacent market
opportunities, particularly focusing on an identified gap in the market for digitally savvy homeowners looking
to borrow additional funds. Pent-up demand and improving consumer confidence are expected to contribute
to a continued recovery of the consumer credit market during the second half of 2021, and we believe the
actions taken in the first half of the year position us well to capitalise on the growing demand.
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Divisional review
Savings and Central H1 review
Total customer deposits of £7.8 billion as at 30 June 2021, an increase of 13.8%.

Savings

In H1 2021, the Group experienced consistent and sustainable growth in the retail savings business, growing
our deposit base by 13.8% to £7.8 billion. During this time, the stock cost of retail deposits reduced to 0.95%
following a range of pricing changes related to market conditions.

Since the successful launch of our digital SME deposit range in 2019, we have continued to grow our presence
in this space. Despite the challenging economic backdrop, total business deposits increased to £451 million
at 30 June 2021 (31 December 2020: £410 million).

Customer satisfaction levels have remained high, with an average Net Promoter Score of 82% received during
the first half of the year, despite the teams continuing to operate remotely during this period. This is a reflection
of the first-class customer service on which we pride ourselves.

Enhancing customer propositions through digitalisation and simplification

The first half of 2021 saw the continuation of enhancements to the digital customer journey with the following
delivered:

A enhanced customer security through the implementation of two factor authentication;

expanded our customer communication channels and went live with our chatbot channel;

increased effective and flexible capacity through the outsourcing of selected back-office tasks, which do
not lend themselves to automation; and

A established an overflow call centre partnership for routine customer interactions.

> > >

Outlook

During the second half of the year our focus will continue to be on our enhancing our customer proposition,
with both digital customer journey enhancements towards digital-by-default and new alternative product
development opportunities already in the pipeline. Throughout the second half of the year, we aim to roll out
the full webchat proposition to our savings customers, enabling simple queries to be answered rapidly through
a combination of automation and human interaction.

Central

Central costs include all central team costs not allocated out to the divisions, including the IT department,
treasury, audit, risk and compliance, financial, regulatory and tax reporting, legal and human resources. T his
also includes income and expenses that are not attributable to any of the segments, such as interest payable
on subordinated debt and fair value adjustments on derivatives. Compared to the same period last year,
underlying administrative expenses increased by 16.6%, reflecting our continued investment in our
digitalisation journey and higher staff costs.

We continue to seek operational and control efficiencies by reviewing our business model and in H1 2021 we
implemented the following:

A outsourced our property estate management;
A embedded digital mail to manage customer correspondence;
continued to enhance our internal control environment;

enhanced data analytics by recruiting a Head of Data Engineering and Data Science to enhance our
internal capabilities;

increased automation through use of PowerBl; and
continued with Cloud migration as part of enhancing our overall infrastructure and operational resilience.

> > >

> >
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Interim Risk Report

The Interim Risk Report provides information on Shawbrook Group plc and its subsidiaries (together, the
06Groupd) .

The Interim Risk Report is a condensed report and should be read in conjunction with the Risk Report in the
2020 Annual Reportand Accounts,whi ch i's avail abl e wewwnshawbreok.Gouk/invpstoss. we b s i

Approach to risk management

The Group seeks to manage the risks inherent in its business activities and operations through close and
disciplined risk management, which quantifies the risks taken, manages and mitigates them as far as possible
and then prices appropriately for the residual level of risk carried in order to produce an appropriate commercial
return through the cycle.

The Groupbds appr oac hhas aontinuedstkevolwa in thg fesiniealh of 2021 and included

regulatory approval of both the new Money Laundering Reporting Officer and Chief Executive Officer. The
annual review of the Groupbs Risk Management Fr @mhewor k
and March 2021 respectively. The Group continued to enhance its control framework for financial crime, with
appropriate amendments being reflected in the annual review of risk appetite. The Climate Change
Implementation Plan was enhanced to consider the implications for strategic risk and progress has been made

in the selection of vendors to support scenario planning and climate risk data. The Group has also made

progress on LIBOR transition and remains on track to have transitioned all remaining exposures with LIBOR
dependency by the end of 2021. The Group has continued its preparations for negative rates and has

enhanced operational resiliency following publication of the latest policy statements.

Top and emerging risks

The Groupds t osksane donseened reguiarydy the Enterprise Risk Management Committee

and subsequently by the Risk Committee. The top and emerging risks are unchanged from those identified

and disclosed in the Risk Report in the 2020 Annual Report and Accounts, witht he exception of 0Oi
ri ské being renamed O6information and cyber security ri

Top risks

=

Global pandemic risk

Intermediary,
outsourcing and
operational resiliency

Credit impairment

Economic and
competitive
environment

Pace of
regulatory change

Pace, scale of change
and people risk

Full details of each top risk, including the potential impact of the risk and how the risk is managed, are set out
in the 2020 Annual Report and Accounts starting on page 100. The outlook for each top risk for the second
half of 2021 is summarised below.
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Top and emerging risks

Intermediary, outsourcing and operational resiliency
@ Scenario testing and impact tolerance reviews will take place throughout the Group to support the

ongoing development of impact tolerances within operational resiliency.

Global pandemic risk
As the government support schemes end through the second half of 2021, the Group will focus
on supporting its customers, utilising the strengthened non-performing loans team where

appropriate. Enhancements to modelling will continue to ensure appropriate measurement of
expected credit losses and use of data to assess impacts to the business, third parties, operations
and employees are identified and acted upon as early as possible. Further development of
regulatory horizon scanning to help identify potential exposures that the Group could face.

Credit impairment

There is the potential for levels of credit impairment to increase as a result of increased levels of
unemployment or insolvencies due to the government support schemes ending in the second half
of 2021. To support the forward-looking modelling, the accuracy and granularity of the stress
testing capability continues to be developed.

Geopolitical risk

The Group will continue to ensure that all important business services are operationally resilient
in the event of geopolitical uncertainty. In light of the current global pandemic, whilst remaining a
top risk, geopolitical risk is considered to have decreased at this present time.

Economic and competitive environment

The UK economic conditions may deteriorate due to the government support schemes coming to
an end leading to increased levels of non-performing loans. To mitigate the risks on the Group,
there will be an ongoing review and adjustment of risk appetite, third parties and technology will
continue to be utilised to support capacity for servicing and collections activities and there will be
continued investment in outsourcing controls and oversight. The Group will continue to scale the
business through further implementation of automated lending decisions.

Pace of regulatory change

The pace of regulatory change does not appear to be slowing down and so the Regulatory Change
Working Group and its associated horizon scanning remains essential in identifying and
overseeing implications of publications. Ongoing stress testing, including developing t h e
stress testing capability in a post COVID-19 environment, will be completed to inform changes to
the strategy and business model.

Pace, scale of change and people risk
The Group will continue to monitor and review progress against its strategic priority roadmap to
ensure resources are appropriately prioritised and its objectives are delivered.

Information and cyber security risk

The Group takes a holistic approach to information and cyber security risk management,
i mplementing a | arge number of <controls ali
key activities of prevent, detect, respond and predict:

A Prevent: harden systems, isolate systems, prevent attacks.

A Detect: detect incidents, confirm and prioritise, contain incidents.

A Respond: remediation, design, forensic investigation.

A Predict: vulnerability assessment, predict attacks, baseline systems.

The Group will continue to invest in the quality and resiliency of the technology, people and
process controls in each of these areas to
information security posture.
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Top and emerging risks

An update in relation to the COVID-19 pandemic and its impactont he Groupds top risks is
COVID-19

The risks associated with the COVID-19 pandemic are primarily captured |
category, however the impacts of the pandemic are widespread and continue to have implications across the
Groupbs risk categories. Due to the continually evol vi

the impact and the actions being taken by the Group is provided below.

The COVID-19 pandemic continues to have a material impact on businesses around the world and the
economic environments in which they operate. Following an increase in COVID-19 cases and hospitalisations
towards the end of 2020, the UK entered a third national lockdown commencing at the start of January 2021.
This lockdown was lifted in early March 2021 and, since then, no further lockdowns have been imposed. With
the roll out of the vaccine through the first half of 2021, which is generally believed to have weakened the link
between cases and hospitalisations, and extended government support schemes, the economic outlook is
more positive than it has previously been. However, the emergence of a number of different coronavirus
variants, which bring with it concerns regarding the efficacy of the current vaccines, coupled with instances of
rising case numbers, means that, whilst more positive, the overall impact to the economy continues to remain
uncertain.

The priorities of the Group in managing the challenges faced as part of the COVID-19 pandemic continue to
be ensuring the needs of its customers are met, protecting employees and securing business continuity.
The Group has continued to take actions in response to the impacts of the pandemic, including:

A managing the ongoing situation via the Executive Committee, supported by incident management teams
where appropriate;

A further updating the capital and funding plans to reflect the prudential support provided through the Capital
Requirements Regulation (CRR) O6Quick Fix6 package of

A updating the Gr oStgetent. IR thefikst hAlfop2621,ithe Broup has continued to restore
its pre-COVID-19 risk appetite through the annual review completed in March 2021 and further strategic
decisions being made;

A continuing to support customers through the provision of payment holidays and CBILS, as well as the off-
ramping process;

A enhancing operational and technical infrastructure to continue supporting employees working from home
in |line with the UK Governmentoés guidel i momersewicd; hout ¢

A utilising the strengthened non-performing loans support team to ensure the Group effectively manages
any increase in potential problem loans and increased levels of forbearance, impairment, and default;

A continuing to monitor COVID-19 related risks, including regular reporting to the Executive Committee and
the Board; and

A maintaining a process of carefully managed COVID-19 post-model adjustments to mitigate any model risks
that could arise.

In addition to those capturiesk oby attfreggodyl, olsalgnpdnadeamit
arise from the economic shock include:

A increased credit risk manifesting in increased levels of forbearance, impairment and default as customers
are unable to meet their obligations as they fall due, especially with the government support schemes
coming to an end through 2021;

A aheightened level of fraud where people are exploiting vulnerabilities;

A collateral values of security held to suppordgtamphe Gr
duty holiday (due to finally cease in September 2021). However, the impact may be limited due to the
Groupbs Iimited appeti ttevalblepand | endi ng over 75% | oan

A the potential for model risk resulting from application of COVID-19 model adjustments leading to possible
errors or unexpected outcomes.
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Interim

Top and emerging risks

i

Emerging risks

Financial crime Climate risk LIBOR transition

Full details of each of the emerging risks are set out in the 2020 Annual Report and Accounts starting on page
111. An update for each emerging risk is provided in the section below.

Financial crime
Regulatory approval of the new Money Laundering Reporting Officer was obtained in the first
= half of 2021, transferring the SMF17 role from the Chief Compliance Officer to the Money
Laundering Reporting Officer. The Group continues to enhance its financial crime control
environment, closely monitored by the Money Laundering Reporting Officer and the Executive
Committee, which is supported by an established programme.

Climate risk
The Group has continued to explore its exposure to physical and transition risks arising from
climate change and has made enhancements to governance and risk management processes

to incorporate climate change considerati ol
Group has continued to lead on items and, following post-Q1 enhancements of the plan, is
delivering against key requirement s. Fi nal steps are also un

and modelling activities with the help of third parties, further enhancing risk management
capabilities. The Group remains committed to environmental considerations and ensuring
sustainability is factored into key areas of the organisation.

LIBOR transition

The Group continues to operate its LIBOR transition programme, under the governance of the
Chief Financial Officer, and in the current period began to implement its transition plan. The
Group remains on track to complete its transition of all remaining exposures with LIBOR
dependency by the end of 2021.

Additional details regarding the Groupébs
exposures with LIBOR dependency as at 30 June 2021 are provided in the market risk section
starting on page 36.

Negative rates
The Group has integrated negative rate impacts into its modelling and strategic planning with
regular reviews being completed. The Group has made progress in understanding the impact of
negative rates on its core systems and is now operationally ready to support implementation of
negative rates.
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Key risk categories

The key risk categories faced by the Group are:
A creditworthiness risk

liquidity risk

market risk

operational risk

compliance, conduct and financial crime risk
strategic risk

systems and change risk

> D> > P

Each key risk category is defined and detailed in the Risk Report in the 2020 Annual Report and Accounts
starting on page 115. Additional information and updates are provided in the following sections.

Certain information in the key risk categories section is covered by the Independent Review Report from the
Groupds audiaB. & statementis povided at the start of each key risk category to indicate whether
it is covered by the Independent Review Report.

Creditworthiness risk
The following section is covered in its entirety by the Independent Review Report on page 43.

Creditworthiness risk is the risk that a borrowing client or treasury counterparty fails to repay some, or all, of
the capital or interest advanced to them, due to lack of willingness to pay (credit risk) and/or lack of ability to
pay (affordability).

The creditworthiness risk category also includes credit concentration risk, which is the risk of exposure to
particular groups of customers, sectors or geographies that, uncontrolled, may lead to additional losses that
the shareholder or the market may not expect.

The following sections provide additional information and updates regarding the impairment of financial assets,
the Groupbs exposure to credit risk and concentrations
19 concessions.

(@) Impairment of financial assets

To reflect the potential losses that the Group might experience due to creditworthiness risk, the Group

recognises impairments on its financial assets. Impairment is calculated using a forward-looking expected

credit loss (ECL) model, whereby the Gr oup cal cul ates ECLs and recoghni s
statement of financial position for all of its financial assets not held at fair value through profit or loss, together

with its loan commitments?.

The measurement and calculation of ECLs is detailed in the 2020 Annual Report and Accounts starting on
page 118. The methodology applied is unchanged in the current period and the Group continues to make post-
model adjustments (PMASs) to ensure the loss allowance adequately reflects the expected outcome.

The following sections provide analysis of the loss allowance recognised, information regarding PMAs made
in the current period and updates regarding the critical judgements and accounting estimates applied in the
measurement and calculation of ECLs.

Analysis of the loss allowance recognised

Asummary of the | oss allowance recognised in the Group

30 Jun 2021 31 Dec 2020

(Unaudited) (Audited)

£m £m

Cash and balances at central banks <0.1 <0.1
Loans and advances to banks <0.1 <0.1
Loans and advances to customers 86.3 92.3
Investment securities <0.1 <0.1
Assets held for sale T <0.1
Loan commitments 0.7 3.2
Total loss allowance recognised 87.0 95.5

1 The Group has no financial guarantee contracts.
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Key risk categories

Creditworthiness risk (continued)

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

For loans and advances to customers, the loss allowance as at 30 June 2021 is £86.3 million (31 December
2020: £92.3 million). The loss allowance is recognised as a deduction from the gross carrying amount of the
asset (see Note 9 of the Interim Financial Statements). Additional analysis regarding loans and advances to
customers is provided below.

For assets held for sale, there are no assets meeting the criteria to be classified as held for sale as at 30 June
2021 and, accordingly, there is no loss allowance.

For loan commitments, the £0.7 million loss allowance as at 30 June 2021 comprises £0.2 million in Stage 1,
£0.2 million in Stage 2 and £0.3 million in Stage 3 (31 December 2020: £3.2 million comprised of £2.4 million
in Stage 1, £0.7 million in Stage 2 and £0.1 million in Stage 3). The loss allowance on loan commitments is
recognised as a provision (see Note 12 of the Interim Financial Statements).

Loans and advances to customers
The following table provides an analysis of loans and advances to customers by reportable segment and the
period-end stage classification:

30 Jun 2021 31 Dec 2020
(Unaudited) (Audited)
Property Business Consumer Property Business Consumer
Finance Finance Lending Total Finance Finance Lending Total
£m £m £m £m £m £m £m £m
Stage 1 4,148.1 1,662.0 3725 6,182.6 3,526.6 1,489.9 3944 5,410.9
Stage 2 1,379.9 256.1 43.6 1,679.6 1,220.0 266.2 66.1 1,552.3
Stage 3! 111.2 85.4 5.9 202.5 110.1 41.0 5.2 156.3
Gross carrying 5639.2  2,003.5 422.0 8,064.7 4,856.7  1,797.1 465.7 7,1195
amount
Stage 1 (4.9) (12.0) (7.4) (24.3) (7.4) (11.5) (10.2) (29.0)
Stage 2 (10.5) (7.3) (5.8) (23.6) (10.9) (13.6) (9.9) (34.4)
Stage 3 (12.3) (21.6) (4.5) (38.4) (13.0) (11.9) (4.0) (28.9)
Loss allowance (27.7) (40.9) a7.7) (86.3) (31.3) (37.0) (24.0) (92.3)
Carrying amount? 5,611.5 1,962.6 404.3 7,978.4 4,825.4 1,760.1 441.7 7,027.2
Loss allowance
coverage
Stage 1 0.1% 0.7% 2.0% 0.4% 0.2% 0.8% 2.6% 0.5%
Stage 2 0.8% 2.9% 13.3% 1.4% 0.9% 5.1% 15.0% 2.2%
Stage 3 11.1% 25.3% 76.3%  19.0% 11.8% 29.0% 76.9%  18.5%
Total loss
allowance 0.5% 2.0% 4.2% 1.1% 0.6% 2.1% 5.2% 1.3%
coverage

1 As at 30 June 2021, Stage 3 loans in the Business Finance segment include POCI loans with a gross carrying amount of £3.9 million
(31 December 2020: £3.8 million) and loss allowance of £nil million (31 December 2020: £nil).
2 Excludes fair value adjustments for hedged risk.
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Key risk categories

Creditworthiness risk (continued)

The following table provides an analysis of loans and advances to customers by agreement type and the
period-end stage classification:

30 Jun 2021 31 Dec 2020
(Unaudited) (Audited)
Finance Instalment Finance Instalment
Loan lease credit Loan lease credit
receivables receivables receivables Total receivables receivables receivables Total
£m £m £m £m £m £m £m £m
Stage 1 5,831.1 47.5 304.0 6,182.6 5,055.9 53.0 302.0 5,410.9
Stage 2 1,638.2 10.4 31.0 1,679.6 1,489.1 11.9 51.3 1,552.3
Stage 3! 170.0 6.3 26.2 202.5 140.1 7.2 9.0 156.3
Gross
carrying 7,639.3 64.2 361.2 8,064.7 6,685.1 72.1 362.3 7,119.5
amount
Stage 1 (21.0) (0.7) (2.6) (24.3) (25.9) (0.4) 2.7) (29.0)
Stage 2 (21.4) (0.5) 2.7) (23.6) (29.8) (0.6) (4.0) (34.4)
Stage 3 (25.3) 3.1) (10.0) (38.4) (20.9) (4.0) (4.0) (28.9)
Loss
allowance (67.7) (4.3) (14.3) (86.3) (76.6) (5.0) (10.7) (92.3)
Carrying
amount? 7,571.6 59.9 346.9 7,978.4 6,608.5 67.1 351.6 7,027.2
Loss
allowance
coverage
Stage 1 0.4% 1.5% 0.9% 0.4% 0.5% 0.8% 0.9% 0.5%
Stage 2 1.3% 4.8% 5.5% 1.4% 2.0% 5.0% 7.8% 2.2%
Stage 3 14.9% 49.2% 38.2% 19.0% 14.9% 55.6% 44.4% 18.5%
Total loss
allowance 0.9% 6.7% 4.0% 1.1% 1.1% 6.9% 3.0% 1.3%
coverage

1 As at 30 June 2021, Stage 3 loans in loan receivables include POCI loans with a gross carrying amount of £3.9 million (31 December
2020: £3.8 million) and loss allowance of £nil million (31 December 2020: £nil).

2 Excludes fair value adjustments for hedged risk.
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Key risk categories

Creditworthiness risk (continued)

The following table provides an analysis of movements during the six months ended 30 June 2021 in the loss
allowance associated with loans and advances to customers. 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.

Stage 1 Stage 2 Stage 3 Total
(Unaudited) £m £m £m £m
As at 1 January 2021 29.0 34.4 28.9 92.3
Movements in loss allowance
Transfer from Stage 1 2.7) 2.4 0.3 T
Transfer from Stage 2 4.1 (12.0) 7.9 T
Transfer from Stage 3 0.3 0.8 (1.1) T
New financial assets originated or purchased 6.4 2.6 0.4 9.4
Financial assets that have been derecognised (4.4) (5.3) (7.5) (17.2)
Changes in credit risk* (8.4) 0.7 9.5 1.8
Total movement in loss allowance 4.7) (10.8) 9.5 (6.0)
As at 30 June 2021 24.3 23.6 38.4 86.3

The reduction in the loss allowance of £6.0 million is recognised in the statement of the profit and loss within
impairment losses on financial instruments and represents the det ECL (credit)/charge for the period6(see
Note 7 of the Interim Financial Statements). The table below provides an analysis of the net ECL (credit)/charge
by reportable segment:

For the six months ended 30 June 2021 2020
(Unaudited) £m £m
Property Finance (3.6) 9.7
Business Finance 3.9 19.4
Consumer Lending (6.3) 16.7
Net ECL (credit)/charge for the period (6.0) 45.8

The ECL credit in the current period compared to the ECL charge in the comparative period is predominantly
attributable to the improvement in the economic outlook included within the calculation of ECLs.

Movements in the gross carrying amount of loans and advances to customers in the six months ended 30 June
2021 that contributed to the changes in the loss allowance during the period are shown in the following table.
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.

1 Changes in credit risk includes changes resulting from net changes in lending, including repayments, additional drawdowns and accrued
interest, and changes resulting from adjustments to the models used in the calculation of ECLs, including model inputs and underlying
assumptions.
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Creditworthiness risk (continued)

Stage 1 Stage 2 Stage 3 Total
(Unaudited) £m £m £m £m
As at 1 January 2021 5,410.9 1,552.3 156.3 7,119.5
Movements in gross carrying amount
Transfer from Stage 1 (420.1) 401.4 18.7 -
Transfer from Stage 2 229.0 (315.6) 86.6 -
Transfer from Stage 3 3.6 7.7 (11.3) -
New financial assets originated or purchased 1,688.0 266.7 8.3 1,958.0
Financial assets that have been derecognised (630.0) (212.7) (39.9) (882.6)
Net change in lending® (98.8) (20.2) (11.2) (130.2)
Total movement in gross carrying amount 771.7 127.3 46.2 945.2
As at 30 June 2021 6,182.6 1,679.6 202.5 8,064.7

Post-model adjustments

Limitations in the Grusedtd@aculdterkEfls imayrbe identified thbwgh the ongoing
assessment and validation of the outputs from the models. In certain circumstances, the Group makes PMAs
to ensure the loss allowance recognised adequately reflects the expected outcome. These adjustments are
generally modelled taking into consideration the particular attributes of the account that have not been
adequately captured by the models. All PMAs are monitored, reviewed and, where applicable, incorporated
into future model development. PMAs are reviewed and approved every six months at the Group Impairment
Committee and the Audit Committee with other key impairment judgements.

During the six months ended 30 June 2021, PMAs continued to be applied in the economic response models
as these models have not been trained over a period that is comparable to a COVID-19 environment. PMAs
have also been used in semi-commercial property where the property value is mainly residential property but
the index used is commercial property. In addition, some overrides have been used to reflect data quality
issues and are reviewed monthly by the divisions.

Specific PMAs applied as at 30 June 2021 are:

A aCOVID-19 PMA of £1.5 million (31 December 2020: £2.9 million). This PMA is applied to customers that
have taken a payment holiday in relation to COVID-19 to account for the additional risk of default once the
payment holiday has expired. The PMA has been calculated on the assumption that they will ultimately
behave like loans in Stage 2;

A a high-risk sector PMA of £5.0 million (31 December 2020: £4.1 million). This PMA is applied to individual
customers that are non-performing where recovery is linked to COVID-19 and sectors assessed by the
Group as being most impacted by COVID-19 to account for the additional risk of default;

A aproperty-based PMA of £4.5 million (31 December 2020: £nil). This PMA is applied centrally to align the
overall reported provision coverage, given the inherent uncertainties regarding house price inflation and
limited sales experience since 31 December 2020. The Group maintains a cautious approach and requires
more evidence of actual customer behaviour as government interventions unwind; and

A a PMA, which is embedded into the ECL calculation, to reflect model translation risk where the economic
response models have not been trained on a COVID-19 environment.

1 Net changes in lending includes repayments, additional drawdowns and accrued interest.
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Creditworthiness risk (continued)

A reconciliation of the total loss allowance recognised in the statement of financial position is as follows:

30 Jun 2021 31 Dec 2020

(Unaudited) (Audited)

£m £m

Modelled 76.0 88.5
Post-model adjustments 11.0 7.0
Total loss allowance 87.0 955
Of which: Loans and advances to customers 86.3 92.3
Of which: Loan commitments 0.7 3.2

Critical judgements relating to the impairment of financial assets

The measurement of ECLs requires the Group to make a number of judgements and is an area identified as

involving critical accounting estimates and judgement (see Note 1.6a of the Interim Financial Statements). The

critical jJudgements are unchanged to those identified in the 2020 Annual Report and Accounts (see page 128).

These judgements impact upon the stage the financial asset is allocated to and therefore whether a 12-month

or lifetime ECL is recognised. The critical judgements are: the assessment of whether there has been a

significant increase in credit risk since initial recognition (SICR) (resulting in the financial asset being
transferred to Stage 2), whether a financial asset is in default (resulting in transfer to Stage 3) and whether the

financial assetisé ¢ u6 edand i s therefore reclassified back to a |

The critical judgements applied in the current period are consistent with those applied as at 31 December 2020,
as set out in the 2020 Annual Report and Accounts.

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 and is an area
identified as involving critical accounting estimates and judgement (see Note 1.6a of the Interim Financial
Statements). The critical accounting estimates are unchanged to those identified in the 2020 Annual Report
and Accounts (see page 131). Specifically this relates to the use of forward-looking information in the
calculation of ECLs and the inputs and assumptions used in the ECL models. Updates to the assumptions and
estimates set out in the 2020 Annual Report and Accounts are provided below.

Forward-looking information

In the year ended 31 December 2020, the Group moved from using three forward-looking economic scenarios
to four: a base case (central view), an alternative upside scenario, an alternative moderate downside scenario
and an alternative severe downside scenario. In the current period, the Group continues to use the same four
forward-looking economic scenarios and has updated the economic scenarios accordingly.

A summary of the economic assumptions used as at 30 June 2021 and 31 December 2020, respectively, are
provided in the following tables.

The economic scenarios used as at 30 June 2021 reflect that the underlying prospects for the UK economy
continue to improve as COVID measures continue to unwind. The prospects for unemployment also continue
to reduce with a peak of ¢.6% in 2021. The range of forecasts in the alternative scenarios are also narrowing,
with the key risks in the short term being inflation and the prospects for more variants slowing down the
recovery.
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As at 30 June 2021

(Unaudited) 2021 2022 2023 2024 2025
Base 6.6% 5.9% 1.8% 1.5% 1.6%
GDP i % average change year- Upside 8.3% 6.6% 1.9% 1.8% 1.8%
on-year Downside 5.4% 2.9% 3.4% 2.0% 1.6%
Severe downside 4.6% 0.2% 3.9% 3.2% 2.2%
Base 0.10% 0.10% 0.50% 0.75% 1.00%
Bank Rate (%) Upside 0.10% 0.25% 0.75% 1.00% 1.25%
Downside 0.10% 0.10% 0.50% 0.75% 1.00%
Severe downside 0.10% 0.10% 0.50% 0.75% 1.00%
Base 6.0% 5.3% 4.4% 4.4% 4.4%
Upside 5.1% 4.1% 4.1% 4.1% 4.1%
UK unemployment (%) Downside 6.7% 5.8% 5.0% 4.8% 4.8%
Severe downside 7.4% 7.2% 6.3% 5.5% 5.5%
Base 2.4% 2.2% 2.1% 2.1% 2.1%
Consumer Prices Index i % Upside 2.1% 1.7% 2.1% 2.1% 2.1%
change year-on-year Downside 1.8% 2.1% 2.0% 2.0% 2.0%
Severe downside 4.0% 2.7% 2.3% 2.1% 2.1%
Base 2.0% (2.8%) 1.6% 2.4% 2.4%
UK Residential House Price Upside 6.2% 1.8% 3.0% 3.1% 3.0%
Index i % change year-on-year  Downside 1.3% (9.1%) 0.0% 4.8% 3.2%
Severe downside (2.3%) (13.3%) (2.3%) 9.6% 5.1%
As at 31 December 2020
(Audited) 2021 2022 2023 2024 2025
Base 7.1% 4.3% 3.6% 2.8% 1.9%
GDP i % average change year-  Upside 12.9% 4.1% 1.8% 1.8% 1.8%
on-year Downside 1.6% 8.1% 3.7% 2.8% 1.9%
Severe downside (4.5%) 11.5% 4.7% 3.0% 2.2%
Base 0.10% 0.10% 0.50% 0.75% 1.00%
Bank Rate (%) Upside 0.10% 0.25% 0.75% 1.00% 1.25%
Downside 0.10% 0.10% 0.50% 0.75% 1.00%
Severe downside 0.50% 0.50% 0.50% 0.75% 1.00%
Base 6.5% 5.3% 5.1% 5.1% 5.1%
UK unemployment (%) Upside 5.0% 4.1% 4.1% 4.1% 4.1%
Downside 8.5% 6.7% 5.7% 5.6% 5.6%
Severe downside 10.5% 7.5% 6.8% 6.1% 6.1%
Base 1.9% 2.0% 2.0% 2.0% 2.0%
Consumer Prices Index 1 % Upside 0.9% 0.9% 0.9% 0.9% 0.9%
change year-on-year Downside 0.6% 2.0% 1.9% 1.9% 1.9%
Severe downside 5.0% 2.1% 2.1% 2.0% 2.0%
Base (6.6%) 3.7% 3.6% 3.2% 3.2%
UK Residential House Price Upside 2.9% 3.7% 3.7% 3.7% 3.2%
Index i % change year-on-year  Downside (11.2%) 1.4% 2.6% 4.3% 4.3%
Severe downside (15.7%) 2.1% 4.4% 4.7% 3.3%

The probability weightings applied to the four economic scenarios remain unchanged to those disclosed in the
2020 Annual Report and Accounts, as follows:

30 Jun 2021 31 Dec 2020

(Unaudited) (Audited)

Base 40% 40%

Upside 10% 10%

Downside 35% 35%

Severe downside 15% 15%
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The calculation of ECLs is sensitive to judgements and assumptions made regarding the forward-looking
scenarios used and the probability weightings applied. In the current period, sensitivity analysis was performed
to assess the impact on the loss allowance recognised ont h e G rlaans ar@ sidvances to customers and
loan commitments.

The following table shows the loss allowance as at 30 June 2021 for loans and advances to customers and
loan commitments based on the probability-weighted multiple economic scenarios, as recognised in the
statement of financial position (see Note 9 of the Interim Financial Statements), and the impact on this loss
allowance if each individual forward-looking scenario were weighted at 100%.

Probability- Increase/(decrease) in loss allowance if
weighted loss scenario weighted at 100%
allowance per
statement of Severe
As at 30 June 2021 financial position Base Upside Downside downside
(Unaudited) £m £m £m £m £m
Loans and advances to customers
Property Finance 27.7 (3.6) (6.5) 1.9 9.5
Business Finance 40.9 (1.6) (3.5) 0.4 5.6
Consumer Lending 17.7 (0.3) (0.8) 0.1 1.1
Total 86.3 (5.5) (10.8) 2.4 16.2
Loan commitments
Business Finance 0.7 T (0.1) T 0.1
Total 0.7 i (0.1) i 0.1

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 (PD) and loss given default (LGD). Sensitivity analysis was
performed to assess the impact of changes in these key assumptions on the loss allowance recognised on the
Groupbdbs |l oans and adndbancenmitnterds as at 30tJnen2021sA summary of the key
assumptions and sensitivity analysis is provided in the following table:

Assumption Sensitivity analysis (Unaudited)

PD A A 10% increase in the PD for each customer would increase the total loss
allowance on loans and advances to customers and loan commitments
by £3.0 million.

LGD: Property Finance

A Property value A A 10% absolute reduction in property prices would increase the loss
allowance on loans and advances to customers in Property Finance by
£11.4 million.

A Forced sale discount A A 5% absolute increase in the forced sale discount would increase the
loss allowance on loans and advances to customers in Property Finance
by £8.5 million.

LGD: Business Finance
A Absolute LGD value A A 5% absolute increase in the LGD applied would increase the total loss

allowance on loans and advances to customers and loan commitments in
Business Finance by £3.7 million.

LGD: Consumer Lending

A Loss given charge-off A A 10% absolute increase in the loss given charge-off would increase the
loss allowance on loans and advances to customers in Consumer
Lending by £1.9 million.
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To assess credit risk, the Group has developed a credit grading system which maps to a common master
grading scale. The current risk grading framework is unchanged from that used in the year ended 31 December
2020 and consists of 25 grades on a master grading scale, reflecting varying degrees of risk and default as

set out in the table below:

Credit risk grade Master grading scale PD range

Low risk 1710 <=0.38%

Medium risk 11715 >0.38% to <= 1.76%

High risk 16125 >1.76%
This credit gradingsystemi s appl i ed to t he @rwhictpadoss alowancescecogriseda s s et s
together with loan commitments.
The foll owing information anal yses t he Gr o-enul &steige e X p O S |

classification. It should be noted that the credit risk grading assessment is a point-in-time assessment, whereas
the stage classification is determined based on the change in credit risk from initial recognition. As such, 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 Stage 1. For loans and advances to customers and loan commitments, analysis is
provided in the following tables.

30 Jun 2021 31 Dec 2020
Loans and (Unaudited) (Audited)
advances to Stagel Stage2 Stage 3! Total Stagel Stage2 Stage 3! Total
customers £m £m £m £m £m £m £m £m
Low risk 1,755.8 68.2 2.8 1,826.8 1,779.9 76.2 3.4 1,859.5
Medium risk 3,061.0 955.1 T 4,016.1 2,202.8 791.6 1.9 2,996.3
High risk 1,365.8 656.3 199.7 2,221.8 1,428.2 684.5 151.0 2,263.7
Gross carrying 6,182.6  1,679.6 202.5  8,064.7 54109 1,552.3 156.3  7,119.5
amount
Loss allowance (24.3) (23.6) (38.4) (86.3) (29.0) (34.4) (28.9) (92.3)
Carrying amount??3 6,158.3 1,656.0 164.1 7,978.4 5,381.9 1,517.9 127.4 7,027.2
30 Jun 2021 31 Dec 2020
(Unaudited) (Audited)
Stagel Stage2 Stage3 Total Stage 1 Stage2  Stage 3 Total
Loan commitments £m £m £m £m £m £m £m £m
Low risk SIlNRS ) ) 511.5 531.7 3.2 0.6 535.5
Medium risk 315.2 26.4 ) 341.6 114.6 2.5 ) 117.1
High risk 239.7 58.3 5.8 303.8 373.8 53.2 9.1 436.1
Gross amount 1,066.4 84.7 58 1,156.9 1,020.1 58.9 9.7 11,0887
committed

1 stage 3 loans include POCI loans with a gross carrying amount of £3.9 million (31 December 2020: £3.8 million) and loss allowance of
£nil (31 December 2020: £nil), these are included in the high risk grade.

2 Excludes fair value adjustments for hedged risk.

3 Loans and advances to customers include CBILS loans with a carrying amount of £47.4 million (31 December 2020: £31.9 million). The
UK Government provides the Group with a guarantee to protect 80% of any post recovery loss in the event of default. This guarantee

would act to reduce the GroupO6s maxi mum exposure to credit risk on
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(c} Concentrations of credit risk
The Group monitors concentrations of credit risk from its loans and advances to customers. The following

tables provide an analysis of the Gr o u lpafissand advances to customers by geographic location.

Statement of
Direct
Responsibilities

Independent
Review Report

Interim
Financial
Statements

Other
information

Property Business Consumer
As at 30 June 2021 Finance Finance Lending Total
(Unaudited) £m £m £m £m
East Anglia 166.3 99.9 17.2 283.4
East Midlands 254.0 94.8 30.9 379.7
Greater London 2,033.5 530.4 48.1 2,612.0
Guernsey/Jerseyl/lsle of Man 27.7 14.4 T 42.1
North East 99.4 26.1 19.0 1445
North West 472.7 202.1 47.2 722.0
Northern Ireland 6.7 ) 0.7 7.4
Scotland 317.1 52.0 51.8 420.9
South East 1,158.3 284.4 78.1 1,520.8
South West 385.2 251.5 34.5 671.2
Wales 131.5 74.3 19.2 225.0
West Midlands 300.6 2145 38.9 554.0
Yorkshire/Humberside 286.2 159.1 36.4 481.7
Gross loans and advances to customers 5,639.2 2,003.5 422.0 8,064.7
Property Business Consumer
As at 31 December 2020 Finance Finance Lending Total
(Audited) £m £m £m £m
East Anglia 147.1 60.6 19.1 226.8
East Midlands 199.9 87.2 34.2 321.3
Greater London 1,809.8 465.8 52.5 2,328.1
Guernsey/Jerseyl/lsle of Man 31.6 16.1 0.1 47.8
North East 86.3 26.7 20.7 133.7
North West 398.8 188.3 52.4 639.5
Northern Ireland 6.9 ) 1.0 7.9
Scotland 283.4 67.2 58.3 408.9
South East 967.5 282.6 85.8 1,335.9
South West 335.6 193.9 38.0 567.5
Wales 110.2 71.2 20.1 2015
West Midlands 232.2 210.5 43.1 485.8
Yorkshire/Humberside 247.4 127.0 40.4 414.8
Gross loans and advances to customers 4,856.7 1,797.1 465.7 7,119.5
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Particular industries continue to be impacted more than others as a result of the COVID-19 pandemic and the
Group continues to carefully monitor its exposure to different industries. The following tables provide an

analysis the Groupds | oans and advances to customers b
Property Business Consumer

As at 30 June 2021 Finance Finance Lending Total

(Unaudited) £m £m £m £m

Agriculture, forestry and fishing 0.4 28.1 T 28.5

Mining and quarrying 0.1 1.8 T 1.9

Manufacturing 6.8 185.3 ) 192.1

Transport, storage and utilities 6.7 268.0 ) 274.7

Construction 324.9 326.9 i 651.8

Wholesale and retail trade 15.2 145.4 i 160.6

Services and other 2,635.9 175.8 422.0 3,233.7

Real estate (commercial) 2,632.1 442.7 T 3,074.8

Financial industry (bank and non-bank) 17.1 429.5 ) 446.6

Gross loans and advances to customers 5,639.2 2,003.5 422.0 8,064.7

Property Business Consumer

As at 31 December 2020 Finance Finance Lending Total

(Audited) £m £m £m £m

Agriculture, forestry and fishing 0.6 24.3 i 24.9

Mining and quarrying 0.1 0.3 T 0.4

Manufacturing 3.2 156.5 T 159.7

Transport, storage and utilities 6.4 221.4 i 227.8

Construction 307.5 300.1 T 607.6

Wholesale and retail trade 15.2 108.3 T 1235

Services and other 2,273.0 155.4 465.7 2,894.1

Real estate (commercial) 2,241.4 422.6 T 2,664.0

Financial industry (bank and non-bank) 9.3 408.2 T 417.5

Gross loans and advances to customers 4,856.7 1,797.1 465.7 7,119.5
The Groupbdbs exposure is predominantly to customers o0pe¢e
(commercial )6 sectors. TFsheec t Qrrosu ptbéhsa te xaproes ucruer rteon tsluyb ¢ o n ¢
COVID-19 pandemic, such as accommodatonand f ood services (within the O0se
transport and storage (within the O6transport, storage

stable through the pandemic, with exposure for these sub-sectors moving from £45.5 million and £106.8

million, respectively, as at 31 December 2020 to £47.4 million and £104.2 million respectively as at 30 June

2021. The risk of exposure to these sectors has been mane
and implementation of a number of government, regulatory and central bank support initiatives.
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(d) Forbearance and COVID-19 concessions

Forbearance

The Group maintains a forbearance policy for the servicing and management of customers who are in financial
difficulty and require some form of concession to be granted, even if this concession entails a loss for the
Group. The Groupdés f orshostlmedannhe 2020pAnrdual Reportiand Accounts starting on page
142 and is unchanged in the current period.

The following tables provide a summary of the Groupbo6:
reportable segment and period-end stage classification:

Gross amount of forborne loans Loss allowance on forborne loans
As at 30 Non- Non-
June 2021 Performing performing  Total Performing  performing Total Coverage
(Unaudited) Number £m £m £m £m £m £m %
Property
Finance
Stage 1 2 0.1 T 0.1 T T T T
Stage 2 220 7.4 9.0 16.4 T (0.2) (0.2) 1.2
Stage 3 558 ) 39.5 39.5 T 3.7) 3.7) 9.4
Total 780 75 48.5 56.0 T (3.9) (3.9) 7.0
Business
Finance
Stage 1 2 0.4 T 0.4 T T T T
Stage 2 368 35.0 135 48.5 (1.4) (0.6) (2.0) 4.1
Stage 3 655 T 44.6 44.6 T (11.6) (11.6) 26.0
Total 1,025 35.4 58.1 93.5 (1.4) (12.2) (13.6) 14.5
Consumer
Lending
Stage 1 37 T T T T T T T
Stage 2 306 0.9 0.4 1.3 (0.1) (0.2) (0.3) 23.1
Stage 3 2,835 T 4.1 4.1 T (3.1) (3.2) 75.6
Total 3,178 0.9 4.5 5.4 (0.2) (3.3) (3.4) 63.0
Total
Stage 1 41 0.5 T 0.5 T T T T
Stage 2 894 43.3 22.9 66.2 (1.5) (1.0) (2.5) 3.8
Stage 3 4,048 ) 88.2 88.2 i (18.4) (18.4) 20.9
Total 4,983 43.8 111.1 1549 (1.5) (19.4) (20.9) 185
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As at 31 Gross amount of forborne loans Loss allowance on forborne loans

December Non- Non-

2020 Performing performing  Total Performing performing Total Coverage
(Audited) Number £m £m £m £m £m £m %
Property

Finance

Stage 1 T T T T T T T T
Stage 2 189 9.6 1.3 10.9 (0.2) T (0.2) 1.8
Stage 3 502 T 35.0 35.0 i (4.5) (4.5) 12.9
Total 691 9.6 36.3 45.9 (0.2) (4.5) 4.7) 10.2
Business

Finance

Stage 1 4 i : i : ; : ;
Stage 2 385 57.6 11.2 68.8 (4.4) (0.4) (4.8) 7.0
Stage 3 185 i 6.7 6.7 i (3.1) (3.1) 46.3
Total 574 57.6 17.9 75.5 (4.4) (3.5) (7.9) 10.5
Consumer

Lending

Stage 1 3 T T T T T T T
Stage 2 327 0.6 1.2 1.8 (0.2) (0.9) (1.0) 55.6
Stage 3 2,467 i 2.6 2.6 T (1.9) (1.9) 73.1
Total 2,797 0.6 3.8 4.4 (0.1) (2.8) (2.9) 65.9
Total

Stage 1 7 i ; i : ; : ;
Stage 2 901 67.8 13.7 81.5 4.7) (1.3) (6.0) 7.4
Stage 3 3,154 T 44.3 44.3 T (9.5) (9.5) 214
Total 4,062 67.8 58.0 125.8 4.7 (10.8) (15.5) 12.3

COVID-19 concessions

Short-term concessions granted to a number of customers in response to COVID-19 have now substantially
concluded. As at 30 June 2021, 193 loans with a gross carrying amount of £14.7 million and a loss allowance
of £0.2 million have COVID-19 concessions applied that have not expired (31 December 2020: 1,557 loans
with a gross carrying amount of £86.0 million and a loss allowance of £3.1 million still on COVID-19
concessions).

In line with regulatory guidance, customers with COVID-19 concessions are not considered forborne and are

not included in the Groupbés forbearance dil8aicessons,
where underlying longer-t er m f i nanci al di fficulties are evide
applies.

Liquidity risk

This section is not covered by the Independent Review Report on page 43.

Liquidity risk is the risk that the Group is unable to meet its current and future financial obligations as they fall
due, or is only able to do so at excessive cost.

Certain metrics used by the Group in assessing and monitoring liquidity risk are shown below:

Liquidity buffer

The Group maintains a liquidity buffer of high-quality liquid assets, as defined by the European Banking
Authoritydb s mandat es st e mmanathge Delegated Réghlation@iRtRe Liquidity Coverage Ratio
(LCR). These assets can be monetised to meet stress requirements in line with internal stress testing and the
requirements of the aforementioned LCR regulations.
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Liquidity risk (continued)

Other

information

The following table sets out the :components of the Gro
30 Jun 2021 31 Dec 2020
£m £m
Cash and withdrawable central bank reserves (LCR level 1 assets) 1,272.8 1,255.1
Central government assets (LCR level 1 assets) 22.4 22.8
Extremely high-quality covered bonds (LCR level 1 assets) 105.5 97.1
High-quality covered bonds (LCR level 2A assets) T 9.1
Total liquidity buffer 1,400.7 1,384.1
Liquidity coverage ratio
The LCR is a regulatory metric that measures a set of standardised liquidity inflows and outflows over a period
of 30 days. The Group calculates the LCR in accordance with the European Banking Authority6 s LCR

standards.

The following table setsoutthe Group 6 s L CR:

30 Jun 2021 31 Dec 2020
Liquidity buffer (Em) 1,400.7 1,384.1
Total net cash outflows (Em) 541.8 602.6
Liquidity coverage ratio (%) 258.5 229.7

Market risk
This section is covered by the Independent Review Report on page 43.

Market risk is the risk of financial loss through unhedged or mismatched asset and liability positions that are
sensitive to changes in interest rates or currencies.

During the period ended 30 June 2021, the key updates in relation to market risk relate to interest rate

benchmark reform. The following section provides an updater e gar di ng

progress

transition plan and t hueswihlWBOR dependercyrss at 80 Jung 2081x p 0 s

Interest rate benchmark reform
The Group continues to operate its LIBOR transition programme, under the governance of the Chief Financial
Officer, and in the current period began to implement its transition plan. The aim of the transition plan is to
transition exposures with a LIBOR dependency smoothly to alternative benchmark rates by the end of 2021,
with minimum reliance on a tough legacy legislative solution. A priority of the LIBOR transition strategy is to
ensure that transition is undertaken in a way that is fair to customers and is communicated in a clear and
transparent way.

Significant developments in the current period include:

in January 2021, Property Finance loans and advances to customers with a gross carrying amount of
£2,685.4 million were migrated from an underlying LIBOR reference rate to Shawbrook Base Rate;

in April 2021, Business Finance launched its new Term SONIA product. This milestone marked the end of

The following tables summariset h e

new LIBOR originations across the Group;

a significant proportion o f the Groupds der i vawithWLBOR depemdaencyiedher i

matured, or were transitioned to SONIA; and
all investment securities linked to LIBOR were migrated to SONIA.

G rremaipiny sxposures with LIBOR dependency as at 30 June 2021.

Exposures include those based on LIBOR as at 30 June 2021 and those that will revert to LIBOR in the future.
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Key risk categories

Market risk (continued)

Derivative financial instruments

As at 30 June 2021 (Unaudited) Nominal
amount

Instrument type Maturing in £m Hedged item

2021 38.6

2022 143.9

2023 308.2 o )
Receive 3-month sterling LIBOR, pay 2024 20.4 Sterling fixed rate mortgage lending
sterling fixed interest rate swaps 2025 30 assets and consumer Io_an assets of the

same maturity and nominal as the swaps

2026 5.9

2027 5.6

2028 13.2
Total exposures 547.8

Non-derivative financial instruments

As at 30 June 2021 (Unaudited) Gross carrying amount
Assets Liabilities
Loans and
advances to Amounts due
customers to banks
Index Maturing in £m £m
2021 74.1 38.7
2022 137.5 )
2023 98.7 T
2024 74.4 T
1-month sterling LIBOR 2025 68.0 )
2026 68.3 T
2027 15.7 T
2028 2.9 )
>2028 6.4 i
2021 155.5 T
2022 203.5 )
2023 44.3 T
2024 31.6 T
3-month sterling LIBOR 2025 54.6 )
2026 51.4 T
2027 38.4 T
2028 51.2 T
>2028 559.6 i
Total exposures 1,736.1 38.7

The Group remains on track to complete its transition of all remaining exposures with LIBOR dependency by

the end of 2021. Remaining steps in the transition plan include:

A remaining Property Finance customers will transition to Shawbrook Base Rate in October 2021 (TML
originated exposures will revert to Bank of England base rate on 1 January 2022);

A Business Finance will seek to gain customer consent to transition to SONIA by October 2021, with migration
planned to take place at the December LIBOR reset date in order to avoid any customer detriment;

A if there are customer objections to the intended transition plans outlined above, these customers will be
transitioned under market disruption provisions at the end of 2021, on the date of LIBOR closure;

A remaining derivative financial instruments with LIBOR dependency are scheduled to either mature or
transition to alternative benchmark rates during Q3 2021; and

A amounts due to banks with LIBOR dependency will mature in October 2021.
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Key risk categories

Operational risk
This section is not covered by the Independent Review Report on page 43.

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and system
failures, or from external events including strategy and reputational risks.

During the period ended 30 June 2021, the Group has enhanced its methodology for identifying important
business services and impact tolerances following the latest policy statements and will complete scenario
testing through the second half of 2021. This is supported through ensuring the important business services
are compliant with regulatory requirements. Internal controls management through the risk and control self
assessment has been further embedded with the implementation of internal control libraries and testing plans.

Compliance, conduct and financial crime risk
This section is not covered by the Independent Review Report on page 43.

Conduct risk is the risk that the Groupds behaviour wi
people fail to behave with integrity.

Compliance and financial crime risk is the risk of regulatory enforcement and sanction, 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 conductand st andards of good practice, or that t
commit financial crime.

During the period ended 30 June 2021, work has continued on enhancing the financial crime framework
through an established programme. H1 2021 saw the establishment of an oversight programme, including
oversight of outsourced service suppliers, a training programme and a financial crime escalation forum, as well
as completion of the annual politically exposed person review, drafting of the updated customer due diligence
standards and firmwide financial crime risk assessment methodology. The focus at the close of H1 2021 is on
the financial crime framework programme and the full embedding of the framework across all divisions, with
specific focus on the automation of customer due diligence, payment screening and transaction monitoring.

Strategic risk
This section is not covered by the Independent Review Report on page 43.

Strategic risk is the risk that the Group is unable to meet its objectives through the inappropriate selection or
i mpl ementation of strategic plans. This includes the al
appetite.

During the period ended 30 June 2021, the scope of the Climate Change Implementation Plan has been
widened to allow the Group to enable support of the strategy to identify and implement climate change
opportunities. In addition, a new Chief Executive Officer was appointed with regulatory approval.

Systems and change risk
This section is not covered by the Independent Review Report on page 43.

Systems risk is the risk that new threats are introdu
becoming unavailable during core operational times.

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

During the period ended 30 June 2021, the Group continued to invest in technology with the appointment of a
Head of Data Engineering and Data Science to accelerate its plans to transition its data to a Microsoft Azure
cloud hosted environment and through strategic project investment into the delivery of specific business use
cases to provide greater visualisation of data and focused in-life management. The Group also continues to
invest in the Cloud migration of its core lending, savings and internal systems to improve operational 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
requirements and/or to support its own growth plans. Exposure to capital risk could arise due to a depletion of
the Groupds capital resources as a result of the
increase in minimum capital requirements.

Capital risk and its management are detailed in the Risk Report in the 2020 Annual Report and Accounts
starting on page 157.

Information in the capital risk and management section is not covered by the Independent Review Report from
the Groupds auIitors on page

Regulatory developments

In June 2020, amendmentstoCRR wer e i ntroduced by the 6Quick Fi
9 transitional arrangements (see below), and accelerated implementation of revised SME supporting factors.
During the period to 30 June 2021, the Group applied the revised SME supporting factors, resulting in an
additionalr educt i on i n -welylded &sets ofg.H130 nilliors Ik total, the reduction in risk-weighted
assets arising from the full application of the SME supporting factor is ¢.£375 million.

Upon t hexitftoik the EU, the Group has applied relevant guidance from the PRA set out in PS30/20

cryst

OUK withdrawal from the EU: Change.slhhee fPRrA® st h enteemd i cofn t

should, in substance, continue to do the same thing after the end of the transition period as before. To achieve
this, the PRA urge a common sense approach to interpreting regulatory obligations which applied immediately

bef ore the end of the transition period. Consequentl vy,
reporting as a result of the UKO6és exit from the EU.

The Group is currently reviewingllhglementatRmad Basetsotnasnudl,at radtsi 6o

which sets out the PRAO6s proposed rules designed
that the EU is enacting via CRR 2. The consultation covers a range of areas including: definition of capital,
market risk, collective investment undertakings, counterparty credit risk, operational risk, large exposures, LCR,
net stable funding ratio, reporting and disclosure. These standards are expected to be implemented in the UK
by 1 January 2022. The Group is also currently undertaking an impact assessment of the Basel 3.1 changes
and developing its timetable to support implementation by 1 January 2023.

IFRS 9 transitional arrangements

The Group has elected to use a transitional approach when recognising the impact of adopting IFRS 9
0Fnanci al I nstrumentsé. The transitional approach
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 non-credit impaired loans during the first five years
of implementation. Thisadd-back i s referred to throughout the
adjustment for | FRS 9606.

Per the transitional factors set out in Regulation (EU) 2017/2395, the proportion that the Group may add back
in 2021 is 50% (2020: 70%). This will reduce to 25% in 2022 and will cease thereafter. However, as set out in
the CRR 06Quick Fixé6, i-19 pandermi@ tomnerecreditdmpairedeECLS @sed Drom 1
January 2020, there is a revised add-back percentage of 100% in 2021 (2020: 100%). This will reduce to 75%
in 2022, 50% in 2023 and 25% in 2024, ceasing thereafter.
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Capital risk and management

Capital risk disclosures

Certain disclosures relating to the Gr oupdnshe tollowingt a | re
pages.

The following table shows the regulatory capital resources managed by the Group:

30 Jun 2021 31 Dec 2020

£m £m
Share capital 2.5 2.5
Share premium account 87.3 87.3
Capital contribution reserve 5.6 T
Retained earnings 664.8 600.7
Intangible assets (75.2) (65.1)
Transitional adjustment for IFRS 9 22.2 40.9
Common Equity Tier 1 capital 707.2 666.3
Capital securities 124.0 124.0
Additional Tier 1 capital 124.0 124.0
Total Tier 1 capital 831.2 790.3
Subordinated debt liability* 94.1 94.1
Tier 2 capital 94.1 94.1
Total regulatory capital 925.3 884.4
Movement in regulatory capital during the period is as follows:
£m
Total regulatory capital as at 1 January 2021 884.4
Movement in Common Equity Tier 1 capital
Increase in capital contribution reserve 5.6
Movement in retained earnings:
Profit for the period 68.9
Share-based payments 0.1
Coupon paid on capital securities (4.9)
Increase in intangible assets (10.1)
Decrease in transitional adjustment for IFRS 9 (18.7)
Total movement in Common Equity Tier 1 capital 40.9
Total regulatory capital as at 30 June 2021 925.3

1 For the purpose of regulatory capital calculations, capitalised interest and other accounting adjustments of £2.7 million are excluded (31
December 2020: £2.7 million).
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Capital risk and management

The Groupds tot al regulatory capital reconciles to tot

30 Jun 2021 31 Dec 2020

£m £m

Total regulatory capital 925.3 884.4

Subordinated debt liability* (94.1) (94.1)

Intangible assets 75.2 65.1

Transitional adjustment for IFRS 9 (22.2) (40.9)

Total equity 884.2 814.5
The following table sets out the Groupébs key capital m

30 Jun 2021 31 Dec 2020

Risk-weighted assets (Em) 5,650.3 5,271.7
Common Equity Tier 1 capital ratio (%) 12.5 12.6
Total Tier 1 capital ratio (%) 14.7 15.0
Total capital ratio (%) 16.4 16.8
Leverage ratio (%) 8.2 8.7

The Total Capital Requirement of the Group, set by the PRA, is 9.78% of risk-weighted assets (31 December
2020: 9.78% of risk-weighted assets).

IFRS 9 transitional arrangements impact analysis

As detailed on page 39, the Group has elected to use a transitional approach when recognising the impact of

adopting IFRS 9. To illustrate the impact of using this transitional approach, the following table provides an
overview of the Groupdbds reported capital metrics (incl
metrics if IFRS 9 transitional arrangements had not been applied (i.e. full adoption):

30 Jun 2021 31 Dec 2020
Including Transitional Including Transitional
transitional adjustments transitional adjustments
adjustments not applied adjustments not applied
Capital resources
Common Equity Tier 1 capital (Em) 707.2 685.0 666.3 625.4
Total Tier 1 capital (Em) 831.2 809.0 790.3 749.4
Total regulatory capital (Em) 925.3 903.1 884.4 843.5
Risk-weighted assets
Total risk-weighted assets (Em) 5,650.3 5,636.5 5,271.7 5,238.7
Capital ratios
Common Equity Tier 1 capital ratio (%) 12.5 12.2 12.6 11.9
Total Tier 1 Capital Ratio (%) 14.7 14.4 15.0 14.3
Total capital ratio (%) 16.4 16.0 16.8 16.1
Leverage
Leverage ratio (%) 8.2 8.0 8.7 8.2

1 For the purpose of regulatory capital calculations, capitalised interest and other accounting adjustments of £2.7 million are excluded (31
December 2020: £2.7 million).
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Statement of Directorsd Responsibilitie

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

A the condensed consolidated interim financial statements have been prepared in accordance with IAS 34
6l nterim Fi na asdssued by RelpernationalinAgcounting Standards Board and as adopted
by the UK;

A the Interim Management 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

A the Interim Management 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).

Approved by the Board of Directors and signed on behalf of the Board on 10 August 2021.

Daniel Rushbrook
Company Secretary
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Independent Review Report to Shawbrook Group plc

Conclusion

We have been engaged by the company to review the condensed set of financial statements in the half-yearly
report for the six months ended 30 June 2021 which comprises the consolidated statement of profit and loss
and other comprehensive income, the consolidated statement of financial position, the consolidated statement
of changes in equity, the 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 statements in the half-yearly report for the six months ended 30 June 2021 is not prepared, in all
material respects, in accordance with IAS 34 Interim Financial Reporting as adopted by the EU and the
Di sclosure Guidance and Transparency Rules (fAthe
FCAOQ) .

Scope of review

We conducted our review in accordance with International Standard on Review Engagements (UK and Ireland)
2410 Review of Interim Financial Information Performed by the Independent Auditor of the Entity issued by the
Auditing Practices Board for use in the UK. A review of interim financial information consists of making
enquiries, primarily of persons responsible for financial and accounting matters, and applying analytical and
other review procedures. We read the other information contained in the half-yearly 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 International Standards on
Auditing (UK) and consequently does not enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Directorsd6 responsibilities
The half-yearly report is the responsibility of, and has been approved by, the directors. The directors are
responsible for preparing the half-yearly report in accordance with the DTR of the UK FCA.

The annual financial statements of the company are prepared in accordance with International Financial
Reporting Standards as adopted by the EU. The directors are responsible for preparing the condensed set of
financial statements included in the half-yearly financial report in accordance with IAS 34 as adopted by the
EU.

Our responsibility
Our responsibility is to express to the company a conclusion on the condensed set of financial statements in
the half-yearly report based on our review.

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 report, or for the conclusions we
have reached.

Simon Ryder

for and on behalf of KPMG LLP
Chartered Accountants

15 Canada Square

London

E14 5GL

10 August 2021
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Condensed consolidated statement of profit and loss and other
comprehensive income

For the six months ended 30 June 2021 2020
(Unaudited) Note £m £m
Interest income calculated using the effective interest rate method 4 216.3 201.5
Other interest and similar income 4 (6.2) (2.1)
Interest expense and similar charges 5 (45.0) (61.7)
Net interest income 165.1 137.7
Operating lease rental income 5.3 5.3
Depreciation on operating leases (4.3) (4.3)
Net income from operating leases 1.0 1.0
Fee and commission income 5.2 4.3
Fee and commission expense (3.6) 4.7)
Net fee and commission income/(expense) 1.6 (0.4)
Net losses on derecognition of financial assets measured at amortised cost 0.2) (0.2)
Net gains/(losses) on derivative financial instruments and hedge accounting 25 (3.0)
Net other operating (expense)/income (0.7) 2.8
Net operating income 169.4 137.9
Administrative expenses 6 (76.6) (64.3)
Impairment losses on financial instruments?! 7 T (56.8)
Provisions for liabilities and charges? 12 ) (10.9)
Total operating expenses (76.6) (132.0)
Profit before tax 92.8 5.9
Tax 8 (23.9) (0.3)

Profit after tax, being total comprehensive income, attributable to
owners

68.9 5.6

The notes on pages 48 to 64 are an integral part of these condensed consolidated interim financial statements.

1 Comparatives for the period ended 30 June 2020 have been restated to reclass £1.5 million of impairment losses on loan commitments
from provisions for liabilities and charges to impairment losses on financial instruments. This restatement aligns the comparative period
presentation with current period presentation and is consistent with the presentation used in the 2020 Annual Report and Accounts.
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Condensed consolidated statement of financial position

30 Jun 2021 31 Dec 2020

(Unaudited) (Audited)
Note £m £m
Assets
Cash and balances at central banks 1,291.0 1,273.2
Loans and advances to banks 80.7 91.0
Loans and advances to customers 9 7,988.5 7,061.3
Investment securities 10 386.1 358.2
Derivative financial assets 8.4 4.1
Property, plant and equipment 50.4 53.6
Intangible assets 11 75.2 65.1
Current tax receivable 3.2 3.0
Deferred tax assets 15.1 12.3
Investment in associate 3 T 2.8
Other assets 12.8 10.6
Assets held for sale T 2.3
Total assets 99114 8,937.5
Liabilities
Amounts due to banks 796.1 815.5
Customer deposits 7,843.9 6,894.1
Provisions for liabilities and charges 12 185 18.0
Derivative financial liabilities 22.0 42.0
Debt securities in issue 13 188.7 204.8
Lease liabilities 10.7 11.1
Other liabilities 5585 40.7
Subordinated debt liability 96.8 96.8
Total liabilities 9,027.2 8,123.0
Equity
Share capital 2.5 2.5
Share premium account 87.3 87.3
Capital securities 124.0 124.0
Capital contribution reserve 3 5.6 i
Retained earnings 664.8 600.7
Total equity 884.2 814.5
Total equity and liabilities 99114 8,937.5

The notes on pages 48 to 64 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 10
August 2021 and were signed on its behalf by:

Marcelino Castrillo Dylan Minto
Chief Executive Officer Chief Financial Officer

Registered number: 07240248
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Condensed consolidated statement of changes in equity

Share Capital
For the six months ended Share  premium Capital contribution Retained Total
30 June 2021 capital account  securities reserve  earnings equity
(Unaudited) £m £m £m £m £m £m
As at 1 January 2021 25 87.3 124.0 T 600.7 814.5
Profit for the period ) T T T 68.9 68.9
Share-based payments ) T T T 0.1 0.1
Coupon paid on capital securities ) T T T (4.9) (4.9)
Capital contribution ) T T 5.6 T 5.6
As at 30 June 2021 2.5 87.3 124.0 5.6 664.8 884.2

Share Capital
For the six months ended Share premium Capital contribution Retained Total
30 June 2020 capital account securities reserve earnings equity
(Unaudited) £m £m £m £m £m £m
As at 1 January 2020 25 87.3 124.0 T 551.9 765.7
Profit for the period i i T i 5.6 5.6
Share-based payments i i T i 0.2 0.2
Coupon paid on capital securities i i T i (4.9) (4.9)
As at 30 June 2020 25 87.3 124.0 i 552.8 766.6

The notes on pages 48 to 64 are an integral part of these condensed consolidated interim financial
statements.

Shawbrook Group plc Interim Financial Report 2021 46



Interim Statement of Interim
Management Interim Direct: Independent Financial Other
Report Risk Report Responsibilities Review Report Statements information

Condensed consolidated statement of cash flows

For the six months ended 30 June 2021 2020
(Unaudited) Note £m £m
Cash flows from operating activities

Profit before tax 92.8 5.9

Adjustments for non-cash items and other adjustments included in the

statement of profit and loss {5 58.2
Increase in operating assets 14 (940.2) (116.3)
Increase in operating liabilities 14 938.4 1,483.8
Tax paid (24.5) (10.5)
Net cash generated from operating activities 83.2 1,421.1
Cash flows from investing activities

Purchase of investment securities (27.5) (66.4)
Purchase of property, plant and equipment (0.4) T
Purchase and development of intangible assets (3.1) (4.2)
Purchase of subsidiary, net of cash acquired (3.4) T
Net cash used by investing activities (34.4) (70.6)
Cash flows from financing activities

Decrease in amounts due to banks (19.4) (77.0)
Redemption of debt securities (16.3) (27.5)
Payment of principal portion of lease liabilities (0.9) (0.9)
Coupon paid to holders of capital securities (4.9) (4.9)
Net cash used by financing activities (41.5) (110.3)
Net increase in cash and cash equivalents 7.3 1,240.2
Cash and cash equivalents as at 1 January 14 1,346.2 1,111.2
Cash and cash equivalents as at 30 June 14 1,353.5 2,351.4

The notes on pages 48 to 64 are an integral part of these condensed consolidated interim financial
statements.
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Notes to the condensed consolidated interim financial statements

1. Basis of preparation and significant accounting policies

1.1. Reporting entity

Shawbr ook Gr oup p)lisapublic hreted@dinpampirecorpor@ted and domiciled in the UK. The
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 2021, compri se the results of the Company and
including its principal subsidiary, Shawbrook Bank Limited.

The principal activities of the Group are lending and savings.

1.2. Basis of preparation

The condensed consolidated interim financial statements for the six months ended 30 June 2021, have been

preparedi n accordance with | AS 3 4asdssupdby the InternatiomalAccountingg Rep o
Standards Board and adopted in the UK?,

The Interim Financial Report does not include all information and disclosures required in full annual financial
statements and should be read in conjunction with the Gr o u P0a0sAnnual Report and Accounts, which is
availabl e on t hwwwGhawbwpk&e uk/imedtasi Selected explanatory notes are included to

explain events and transactions that are significant to an understanding of the changesinthe Group 6 s f i nanc i
position and performance since the last annual consolidated financial statements.

The condensed consolidated interim financial statements are prepared on a going concern basis (see Note
1.3) and on a historical cost basis, except as required in the valuation of certain financial instruments, namely
derivative financial instruments, which are carried at fair value.

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

The comparative figures for the six months ended 30 June 2020 have not been audited and do not constitute
the Groupds statut or yasdefinediuSedtien 434 ofrthe Cdmpaniespiet 2006 d

The comparative figures for the year ended 31 December 2020ar e t h e st&utarylapcéusts and have
been reported on by its auditor and delivered 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.

1.3. Going concern

The condensed consolidated interim financial statements are prepared on a going concern basis, as the
Directors believe that the Group has sufficient resources to continue its activities for a period of at least
12 months from the date of approval of the condensed consolidated interim financial statements and the Group
has sufficient capital and liquidity to enable it to continue to meet its regulatory capital requirements as set out
by the PRA.

In making this assessment, the Directors have considered a wide range of information relating to present and

future conditions, including the current state of the statement of financial position, future projections of

profitability, cash flows and capital resources and the longer-term strategyoft he busi ness. The Gr o
and liquidity plans have been stress tested under a range of stressed scenarios and have been reviewed by

the Directors.

The uncertainties surrounding the potential outcomes of COVID-19 on the economy and the potential ongoing

impact it will have on how the Group and its customers will operate, means forecasting continues to be a more
complex task than nor mal . Particular attention was pa
funding, impairments and profitability, both in the short and long-term, which included consideration of different

scenarios and stress events.

lFollowing the UK6s departure from the EU at the end of t lbecamBrexi t t
UK-adopted IFRS. UK-adopted IFRS and EU endorsed IFRS are currently the same.
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1. Basis of preparation and significant accounting policies (continued)
1.3. Going concern (continued)

The Directors assessed the financial implications of the risks associated with COVID-19, including the
expected effect of the Groupds @Bamnikomd (Eokghey steldrior e s por
and Rates Down scenariou s ed i n t h eessBientof tHeAGAAR $he Directors consider these to be

severe but plausible scenarios. Having regard for the severe financial outcomes from these scenarios, together

with the reverse stress tests also conducted, the Board concluded that both capital and liquidity forecasts

remained within present regulatory requirements, including use of capital buffers, over the going concern

period.

1.4. Presentation of risk and capital management disclosures
Certain disclosures outlined sicnl olsFuURSe s76 d&cFoinncaenrcniianlg Itnhset
of risks relating to financial instruments are included within the Interim Risk Report.

1.5. Significant accounting policies

Except where detailed below, the accounting policies applied in the preparation of these condensed
consolidated interim financial statements are consistent with those described in Note 1.7 of the 2020 Annual
Report and Accounts, as are the methods of computation. These accounting policies, along with the additional
policies detailed below, are also expected to be reflected in the 2021 Annual Report and Accounts.

The Group has not early adopted any other standard, interpretation or amendment that has been issued but
is not yet effective.

Changes to accounting policies, along with additional significant accounting policies applied in the current
period that were not detailed in the 2020 Annual Report and Accounts, are set out below.

(a) Interest Rate Benchmark Reform i Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and
IFRS16)(t he O6Phase 2 amendment sd)

Following endorsement by the UK, the Group adopted the Phase 2 amendments with effect from 1 January
2021. The Phase 2 amendments provide certain practical expedients and temporary reliefs to address issues
that might affect financial reporting after the reform of an interest rate benchmark, including its replacement
with alternative benchmark rates. For the Group, this specifically relates to when changes are made to the
contractual cash flows of financial instruments and hedging relationships as a result of interest rate benchmark
reform, as detailed below.

Changes in the basis for determining the contractual cash flows

The amendments to IFRS 9 provide a practical expedient that allows a change in the basis of determining the

contractual cash flows of a financial instrument required by the reform to be accounted for by updating the

effective interest rate, without the recognition of an immediate gain or loss (i.e. it is not accounted for in

accordance witht h e Gr o u p 6 suntingaliey for naodifecations of financial instruments). This practical

expedient is only applied where the change to the contractual cash flows is both necessary as a direct
consequence of the reform, and, the new basis for determining the contractual cash flows is economically

equivalent to the previous basis. In the event that changes are in addition to those required by the reform, the
practical expedient is applied first, after which the (
instruments is applied.

During the period, Property Finance loans and advances to customers with a gross carrying amount of
£2,685.4 million and investment securities with a gross carrying amount of £53.6 million were transitioned from
a LIBOR reference rate to an alternative rate and the practical expedient was applied.

Hedge accounting

On adoption of IFRS 9, the Group made the accounting policy choice to continue to apply the hedge accounting
requirements of IAS 39. The amendments to IAS 39 in respect of hedge accounting and interest rate
benchmark reform have been made in two phases, as follows:

The Phase 1 amendments, which were early adopted by the Group in the year ended 31 December 2019,
provide temporary reliefs from applying specific hedge accounting requirements to enable hedge accounting
to continue during the period of uncertainty resulting from interest rate benchmark reform. The Group will
continue to apply the Phase 1 amendments to IAS 39 until the uncertainty arising from interest rate benchmark
reform is no longer present. The Group has assumed that this uncertainty will not end until items that reference
LIBOR are amended to specify the alternative benchmark rate, the relevant spread adjustment and the date
on which the interest rate benchmark will be replaced.
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1. Basis of preparation and significant accounting policies (continued)

1.5. Significant accounting policies (continued)

The Phase 2 amendments provide certain reliefs when changes are made to hedge relationships as a result
of interest rate benchmark reform. As at 30 June 2021, the Group has not applied any of the reliefs extended
by the Phase 2 amendments relating to hedge relationships. Hedge relationships with a nominal amount of
£1,050.0 million that were transitioned from 3 month-sterling LIBOR to SONIA during the six months ended 30
June 2021 did not meet the criteria to avail any of the reliefs. Consequently, these hedge relationships were
discontinued and new hedge relationships designated. The Group will transition its remaining hedge
relationships referencing LIBOR during the second half of 2021 and expects that it will meet the criteria to avail
certain reliefs extended. Specifically, the temporary exception that means changes to the hedge designation
and hedge documentation due to interest rate benchmark reform does not constitute the discontinuation of the
hedge relationship, nor the designation of a new hedging relationship.

Disclosures

The amendments to IFRS 7 require certain disclosures to be made to enable users of financial statements to
understand the ef fect of interest rate benchmar
management strategy. These disclosures have been included in the market risk section of the Interim Risk
Report starting on page 36, whichi ncl udes details of the Groupbs LI
of the Groupbs exposures WwWiJune202ll BOR dependency as

(b) Business combinations

During the period, the Group completed the acquisition of a subsidiary (see Note 3). In the 2020 Annual Report
and Accounts, an accounting policy was not included in relation to business combinations as it was not a
significant accounting policy for the period. Significant accounting policies applied by the Group in relation to
business combinations are as follows:

Business combinations are accounted for using the acquisition method. The cost of acquisition is measured
as the aggregate of the consideration transferred, measured at the acquisition date fair value, and the amount
of any non-controlling interests in the acquiree. The identifiable assets acquired and liabilities assumed as part
of the business combination are recognised at their acquisition date fair values. When the aggregate of the fair
value of consideration transferred, the amount recognised for non-controlling interests and the fair value of
any previous interest held exceeds the fair value of identifiable net assets, goodwill is recognised and is treated
in accordance with the Gr oul7ny ofihea2020AmghuabRemort and Aceotintsp
When the aggregate of the fair value of consideration transferred, the amount recognised for non-controlling
interests and the fair value of any previous interest held is less than the fair value of identifiable net assets (a
6bar gai n ), pgandsheaogniséd in the statement of profit and loss.

Acquisition-related costs are expensed as incurred and are included in administrative expenses in the
statement of profit and loss, except if related to the issue of debt or equity securities, whereby any incremental
direct transaction costs are recognised as a deduction from the instrument.

1.6. Critical accounting estimates and judgements

The preparation of financial statements requires the Group to make judgements, estimates and assumptions
that affect the application of accounting policies and the reported results and financial position. Due to the
inherent uncertainty in making estimates, actual results reported in the future may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimates are revised and in any future periods affected.

The areas involving the most complex and subjective judgements and areas where assumptions and estimates
are considered to have the most significant effect on the financial statements are the same as those set out in
Note 1.9 of the 2020 Annual Report and Accounts. A summary and updates regarding these critical accounting
estimates and judgements are set out below.

The COVID-19 pandemic continues to give rise to heightened levels of uncertainty. This has required the
Group to make particularly complex judgements and estimates in the current period, in particular in relation to
the impairment losses on financial assets. The Group continues to closely monitor developments and their
impact on areas involving judgement and the use of estimates and makes updates as appropriate.
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1. Basis of preparation and significant accounting policies (continued)
1.6 Critical accounting estimates and judgements (continued)

(a) Impairment losses on financial instruments

Impairment of financial instruments is calculated using a forward-looking ECL model. The calculation and
measurement of ECLs requires significant judgement and represents a key source of estimation uncertainty.
Details and updates regarding these judgements and estimates are set out in the creditworthiness risk section
of the Interim Risk Report starting on page 28.

(k)  Customer remediation and conduct issues

Provisions have been recognised in respect of potential claims for instances of misrepresentation, or breaches
of contract by suppliers, where the suppliers have become insolvent and therefore the Group has limited
recourse to those suppliers. In determining the amount of the provisions, it is necessary to form a view on
matters which are inherently uncertain. As such, this calculation is subject to judgement and represents a
source of estimation uncertainty.

Judgement is required to assess 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 a probable outflow of resources for the Group.
Judgement is also required in assessing the statutory limitation period.

The key estimates applied in the calculation of the provisions are the estimated number of upheld complaints
and the estimated redress costs.

The methodology used is unchanged in the current period. Assumptions have been updated to reflect actual
claims experience. This has led to some amendments relating to estimated complaint volumes, claim uphold
rates and average redress per claim.

Sensitivity analysis was performed to assess the impact of reasonable changes to certain key assumptions
used in the provision calculation as follows:

A Customer initiated complaint volume: the impact of a +/-5 percentage point change in the number of
complaints would result in a £4.4 million increase or decrease in the provisions, respectively.

A Average uphold rate per complaint: the impact of a +/-5 percentage point change in the average uphold
rate per complaint would result in a £1.8 million increase or decrease in the provisions, respectively.

A Average redress per valid complaint: the impact of a £500 increase or decrease in the average redress
per complaint would result in a £1.5 million increase or decrease in the provisions, respectively.

(c) Effective interest rate

The main source of revenue for the Group is interest income on loans and advances to customers, which is
recorded using the effective interest rate method. This calculation is subject to judgement and represents a
source of estimation uncertainty.

Judgement is required in determining the fees and costs to be included in the effective interest rate calculation
and recognised as interest income.

The key estimate applied in the effective interest rate calculation is the behavioural life of the loan, which
considers both the expected life of the loan and the profile of loan payments over this period.

The methodology used is unchanged in the current period. Based on an assessment of available information,
the assumptions applied also remain largely unchanged, with no notable amendments.

The Group continues to monitor the impact of COVID-19 on expected behavioural life and will update key
assumptions and judgements, where appropriate, as new information emerges.

Sensitivity analysis was performed to assess the impact of a 5% acceleration in the redemption curves used
in the behavioural models, in order to determine the impact of a potentially shortened life cycle. A 5%
acceleration would result in a net expense to the statement of profit and loss of £0.3 million. This is attributable
to Property Finance and Consumer Lending, as follows:

A Property Finance would see a decrease in profit of £0.4 million. This is largely due to accelerated
amortisation of a premium recognised on an acquired portfolio, partially offset by income received from
early settlement fees.

A Consumer Lending would see an increase in profit of £0.1 million. This is mainly due to accelerated
amortisation of subsidy and arrangement fees, partially offset by the accelerated amortisation of broker
commissions.
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1. Basis of preparation and significant accounting policies (continued)
1.6 Critical accounting estimates and judgements (continued)

(d) Impairment testing of goodwill
Goodwill is tested for impairment annually in December and at the end of each reporting period if there is an
indication that impairment may exist.

For interim reporting periods, judgement is required to determine whether an impairment trigger has occurred
that would necessitate an impairment review to be performed.

At the end of the current period, the Group performed a review for indicators of impairment and none were
identified. Consequently, impairment testing has not been reperformed as at 30 June 2021.

2. Segmental analysis

The Group has four reportable operating segments.

Finance, Business Finance and Consumer Lending) and a central segment (Savings and Central), which
represents the Savings business, central functions and shared central costs. Further details of the four
segments are provided in the divisional review starting on page 14.

Substantially all of t h&anGrosuch,degmental nalysis bnigeographicakdines
is not presented. The Group is not reliant on any single customer.

The following tables provide summarised information regarding the results of each reportable operating
segment. 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 non-recurring. These items are
presented separately to avoid distorting comparability of performance from period to period and to align to the
basis that financial information is presented to the Chief Operating Decision Maker. Further details of the
underlying adjustments are provided on page 10.

In the following tables, all revenue for each segment is earned from external customers.

For the six months ended 30 Property Business Consumer Savings  Underlying Underlying

June 2021 Finance Finance Lending and Central total adjustments Total
(Unaudited) £m £m £m £m £m £m £m
Interest and similar income 125.8 67.7 20.8 (4.2) 210.1 T 210.1
Interest expense and similar .

charges (30.0) (7.8) (2.6) (4.6) (45.0) i (45.0)
Net interest 95.8 59.9 182 (8.8) 165.1 i 165.1
income/(expense)

Net income from operating i 1.0 i i 10 i 10
leases

Net fee and commission 1.7) a1 0.9) 0.1 16 i 16
income/(expense)

Net losses on derecognition

of financial assets measured ) (0.2) i ) (0.2) i (0.2)
at amortised cost

Net gains/(losses) on

derivative financial . . .
instruments and hedge (G ! : e 28 : 23
accounting

Net other operating expense ) ) T (0.7) (0.7) T (0.7)
Net operating 94.0 64.9 17.3 (6.8) 169.4 i 169.4
income/(expense)

Administrative expenses (9.6) (13.2) (5.8) (46.4) (75.0) (1.6) (76.6)
I.mpalr.me_nt losses on 59 4.3) 14 i i i i
financial instruments

Total operating expenses (6.7) (17.5) (4.4) (46.4) (75.0) (1.6) (76.6)
Profit/(loss) before tax 87.3 47.4 12.9 (53.2) 94.4 (1.6) 92.8
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In the six months ended 30 June 2020 there were no underlying adjustments and, accordingly, segment results

are only shown on a statutory basis.

Property Business Consumer Savings and
For the six months ended 30 June 2020 Finance Finance Lending Central Total
(Unaudited) £m £m £m £m £m
Interest and similar income 114.7 56.6 26.9 1.2 1994
Interest expense and similar charges (40.4) (120.9) (4.5) (5.9) (61.7)
Net interest income/(expense) 74.3 45.7 22.4 4.7) 137.7
Net income from operating leases T 1.0 T T 1.0
Net fee and commission (expense)/income (1.8) 3.9 .7 (0.8) (0.4)
Net losses on derecognition of financial assets . . .
measured at amortised cost ! ! 0.2) ! 0.2)
Net losses on derivative financial instruments . . .
and hedge accounting ! ! : (3.0) (3.0)
Net other operating income T T i 2.8 2.8
Net operating income/(expense) 72.5 50.6 20.5 (5.7) 137.9
Administrative expenses (8.7) (10.9) (7.4) (37.3) (64.3)
Impairment losses on financial instruments? (9.7) (22.2) (24.9) T (56.8)
Provisions for liabilities and charges? T ) (20.9) T (120.9)
Total operating expenses (18.4) (33.1) (43.2) (37.3) (132.0)
Profit/(loss) before tax 54.1 17.5 (22.7) (43.0) 5.9

The following tables present summarised information about the Gr o u @séets and liabilities by reportable
operating segment as at 30 June 2021 and 31 December 2020, respectively. Certain assets and liabilities are
not allocated to segments as they are managed on a Group basis.

Property Business Consumer Savings
As at 30 June 2021 Finance Finance Lending and Central Total
(Unaudited) £m £m £m £m £m
Assets 5,620.3 1,999.5 405.6 1,886.0 9,911.4
Liabilities i i i (9,027.2)  (9,027.2)
Net assets/(liabilities) 5,620.3 1,999.5 405.6 (7,141.2) 884.2
Property Business Consumer Savings
As at 31 December 2020 Finance Finance Lending and Central Total
(Audited) £m £m £m £m £m
Assets 4,855.8 1,801.6 445.4 1,834.7 8,937.5
Liabilities i i i (8,123.0)  (8,123.0)
Net assets/(liabilities) 4,855.8 1,801.6 445.4 (6,288.3) 814.5

1 Comparatives for the period ended 30 June 2020 have been restated to reclass £1.5 million of impairment losses on loan commitments
in Business Finance from provisions for liabilities and charges to impairment losses on financial instruments. This restatement aligns
the comparative period presentation with current period presentation and is consistent with the presentation used in the 2020 Annual

Report and Accounts.
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3. Acquisition of subsidiary

On 26 February 2021, following the receipt of regulatory and legal approval, Shawbrook Bank Limited, the
Groupbs principal subsidiary, completed the acquisitio
Shawbrook Bank Li mi indidlbiscreaseffromt 30.99%6nda 1900% making TML a wholly

owned subsidiary of the Group. Prior to this, TML was treated as an associate and was accounted for using

the equity method of accounting.

TMLO6s ©pri ncinesdentabmdritvgage ifsi nance. Taking control of T
presence in its core residential and buy-to-let markets, providing the Group with growth opportunities through
an extended product range and increased distribution network.

TML commenced being consolidated as a subsidiary of the Group from 26 February 2021, the date control

transferred to the Group. In the four months of the reporting period that TML was a subsidiary of the Group,

TML contributed net operating income of £0.9 million and a loss before tax of £3.4 miliont o t he Gr oupds r
If the acquisition had occurred on 1 January 2021, it is estimated that the consolidated net operating income

for the Group for the six months ended 30 June 2021 would have been £169.7 million and consolidated profit

before tax for the Group would have been £91.7 million.

As detailed below,i n accordance with the requirementheGroughad FRS 3
determined the fair values at the date of acquisition for the consideration transferred, the pre-existing interest

in TML 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 no later

than 25 February 2022.

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

Fair value
(Unaudited) £m
Cash 5.5
Loan notes 5.6
Total consideration transferred 11.1

There are no contingent consideration arrangements.

Pre-existing interest in TML

The fair value of the 19.99% equity interest in TML previously held was £2.8 million, calculated proportionately
based on the total consideration paid for the remaining 80.01% interest. An impairment was recognised in the
year ended 31 December 2020 to reduce the carrying amount to £2.8 million and, as such, no further
remeasurement was required at the point of acquisition.

Identifiable assets acquired and liabilities assumed

The carrying amount of the net assets acquired at the date of acquisition was £2.9 million. The Group
recognised a fair value adjustment of £1.0 million, reflecting separately identifiable intangible assets
recognised in the combination. An additional adjustment, to align the accounting policies of TML to the Group
in respect of lessor accounting, resulted in the recognition of property plant and equipment and lease liabilities
of £0.5 million, the overall impact to net assets acquired being £nil. Following these adjustments, the fair value
of net assets acquired at the date of acquisition was £3.9 million, as summarised in the table below.

Fair value
(Unaudited) £m
Cash and cash equivalents 2.1
Property, plant and equipment 0.6
Intangible assets 1.2
Deferred tax assets 2.4
Other assets 0.7
Lease liabilities (0.5)
Other liabilities (2.6)
Total identifiable net assets acquired 3.9

Shawbrook Group plc Interim Financial Report 2021 54



Interim Statement of Interim
Management Interim Direct: Independent Financial Other
Report Risk Report Responsibilities Review Report Statements information

3. Acquisition of subsidiary (continued)

Other assets include other receivables of £0.6 million. The gross contractual amounts due on these other
receivables was £0.6 million, all of which was expected to be collectable at the date of acquisition.

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

(Unaudited) £m
Fair value of consideration transferred 11.1
Fair value of pre-existing 19.99% interest 2.8
Fair value of identifiable net assets acquired 3.9
Goodwill recognised 10.0

The goodwill recognised is mainly attributable to the synergies expected to be achieved from integrating TML
into the Group.

None of the goodwill recognised is expected to be tax deductible for trading purposes.

Acquisition related costs

Acquisition related costs of £0.9 million were recognised in administrative expenses in the statement of profit
or loss in the year ended 31 December 2020. Additional acquisition related costs in the six months ended 30
June 2021 are £0.6 million and are included in administrative expenses.

Capital injection from ultimate parent company

Immediately following the acquisition of TML, TML exchanged the £5.6 million of loan notes issued as
consideration upon acquisition for shares in Marlin Bidco Limited, the ultimate parent company of the Group.
This transaction is ultimately reflected as a capital injection to the Group and results in the recognition of a
£5.6 million capital contribution reserve in equity and the cancellation of the loan notes issued as consideration
upon acquisition.

4. Interest and similar income

For the six months ended 30 June 2021 2020
(Unaudited) £m £m
Interest income calculated using the effective interest rate method

On cash and balances at central banks 0.6 2.3
On loans and advances to customers 214.3 198.2
On investment securities 1.4 1.0
Total interest income calculated using the effective interest rate method 216.3 201.5

Other interest and similar income

On derivative financial instruments (6.2) (2.1)
Total other interest and similar income (6.2) (2.1)
Total interest and similar income 210.1 199.4

Interest income calculated using the effective interest rate method is all attributable to financial assets
measured at amortised cost.

Interest income recognised during the six months ended 30 June 2021 on credit-impaired (Stage 3) financial
assets is £6.4 million (30 June 2020: £5.0 million).

Recognition of income using the effective interest rate method is an area identified as involving critical
accounting estimates and judgement. Additional details are provided in Note 1.6(c).
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5. Interest expense and similar charges

For the six months ended 30 June 2021 2020
(Unaudited) £m £m
On amounts due to banks 0.8 2.5
On customer deposits 38.6 53.2
On derivative financial instruments T (0.2)
On debt securities in issue 15 2.1
On lease liabilities 0.1 0.2
On subordinated debt liability 4.0 3.8
Total interest expense and similar charges 45.0 61.7

Except for the amounts attributable to derivative financial instruments, amounts in the above table are
calculated using the effective interest rate method and are attributable to financial liabilities not measured at
fair value through profit and loss.

6. Administrative expenses

For the six months ended 30 June 2021 2020
(Unaudited) £m £m
Payroll costs 44.2 34.0
Depreciation* 1.0 1.9
Amortisation of intangible assets 4.2 4.0
Loss on disposal of intangible assets T 0.5
Other administrative expenses 27.2 23.9
Total administrative expenses 76.6 64.3

Employee share-based payment transactions

The Group has one share-based scheme, details of which were set out in Note 9 of the 2020 Annual Report
and Accounts. Payroll costs include share-based payment charges for the six months ended 30 June 2021 of
£0.1 million (30 June 2020: £0.2 million).

During the six months ended 30 June 2021, 475 share-based awards were granted and 500 were forfeited,
resulting in total share-based awards at the end of the period of 8,150. None of the awards have a contractual
maturity date and none were exercisable as at 30 June 2021.

For the 475 share-based awards that were granted in April 2021, the key assumptions used in the valuation,
and the resultant grant date fair value, were the same as those used for the awards granted in November
2020, as set out in Note 9 of the 2020 Annual Report and Accounts.

1 Depreciation included within administrative expenses includes depreciation of all asset categories except for assets on operating leases.
Depreciation of assets on operating leases is presented as a separate line item in the statement of profit and loss.
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7. Impairment losses on financial instruments

| mpairment | osses on financi al instruments are attri

b u

and loan commitments, as detailed in the table below. Impairment losses relatingtot he Gr o u findrgialot her

asset categories in the scope of IFRS 9 impairments (cash and balances at central banks, loans and advances
to banks and investment securities) are immaterial in both reported periods, totalling less than £0.1 million.

For the six months ended 30 June 2021 2020t
(Unaudited) £m £m
Impairment losses on loans and advances to customers

Net ECL (credit)/charge for the period (6.0) 45.8
Loan balances written-off in the period 10.5 121
Amounts recovered in the period in respect of loan balances previously written-off (2.0) (2.6)
Total impairment losses on loans and advances to customers 2.5 55.3

Impairment losses on loan commitments

Net ECL (credit)/charge for the period (2.5) 15
Total impairment losses on loan commitments (2.5) 15
Total impairment losses on financial instruments T 56.8

Further analysis of the net ECL (credit)/charge for the period in respect of loans and advances to customers
is set out in the Interim Risk Report on page 26.

The impairment of financial instruments is an area identified as involving critical accounting estimates and
judgement (see Note 1.6a). Additional details regarding the critical judgements and accounting estimates
associated with the impairment of loans and advances to customers are provided in the creditworthiness risk
section of the Interim Risk Report starting on page 28.

8. Tax

The tax charge is based onthe Group6 s esti mate of the weighted aver
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 the condensed consolidated interim financial
statements may differ fromt h e G restimgtedos$ the tax rate for the annual financial statements.

The estimated average annual tax rate used for the six months ended 30 June 2021 is 25.8%, compared to
22.7% for the six months ended 30 June 2020. The tax rate is higher for the six months to 30 June 2021 due
to the increased effect of the banking surcharge on higher profits.

Based on the above tax rates, the tax charge recognised in the statement of profit and loss for the six months
ended 30 June 2021 is £23.9 million (30 June 2020: £0.3 million).

It was announced in the March 2021 Budget that the UK main rate of corporation will increase from 19% to
25% with effect from 1 April 2023. The impact of the change on the net deferred tax asset at the period end
would result in an increase to the deferred tax asset of approximately £2 million, with a corresponding tax
benefit recognised in the statement of profit and loss. The government has also announced it will undertake a
review of the banking surcharge later this year.

1 Comparatives for the period ended 30 June 2020 have been restated to reclass £1.5 million of impairment losses on loan commitments
from provisions for liabilities and charges to impairment losses on financial instruments. This restatement aligns the comparative period
presentation with current period presentation and is consistent with the presentation used in the 2020 Annual Report and Accounts.
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9. Loans and advances to customers
30 Jun 2021 31 Dec 2020
(Unaudited) (Audited)
Gross Gross
carrying Loss Carrying carrying Loss Carrying
amount allowance amount amount allowance amount
£m £m £m £m £m £m
Loan receivables 7,639.3 (67.7) 7,571.6 6,685.1 (76.6) 6,608.5
Finance lease receivables 64.2 (4.3) 5919 72.1 (5.0) 67.1
Instalment credit receivables 361.2 (14.3) 346.9 362.3 (10.7) 351.6
8,064.7 (86.3) 7,978.4 7,1195 (92.3) 7,027.2
Fair value adjustments for
hedged risk —— 34.1
Total loans and advances
to customers 7,988.5 7,061.3
Further analysis of the Groupds |l oans and advances to

found in the Interim Risk Report starting on page 24.

The total gross carrying amount of loans and advances to customers include:

A £1,131.6 million (31 December 2020: £956.2 million) positioned with the Bank of England for use as
collateral against amounts drawn under its TFSME.
A £49.4 million (31 December 2020: £55.5 million) pledged as collateral against secured bank borrowings.

A £248.4 million (31 December 2020: £268.2) pledged to securitisation programmes.

Loans and advances to customers also include loans offered under the CBILS with a gross carrying amount
of £48.1 million (31 December 2020: £32.2 million). The UK Government provides a guarantee to protect 80%
of any post recovery loss in the event of default on these loans. No claims have been made against the
government guarantee.

10. Investment securities
Covered Debt

bonds securities Total
(Unaudited) £m £m £m
As at 1 January 2021 278.8 79.4 358.2
Additions 27.5 T 27.5
Other movements 0.4 T 0.4
As at 30 June 2021 306.7 79.4 386.1

Covered bonds include:

A £195.8 million (31 December 2020: £150.0 million) positioned with the Bank of England for use as collateral

against amounts drawn under its TFSME.

A £nil million (31 December 2020: £15.0 million) pledged as collateral for repurchase agreements.

Debt securities represent mortgage backed debt securities issued by an unconsolidated structured entity as

part of a securitisation transaction that were retained by the Group.

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

million.
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11. Intangible assets

Other

intangible
Goodwill assets Total
(Unaudited) Note £m £m £m
Carrying amount as at 1 January 2021 43.7 21.4 65.1
Additions i 3.1 3.1
Acquisitions through business combinations 3 10.0 1.2 11.2
Amortisation charge for the period T (4.2) (4.2)
Carrying amount as at 30 June 2021 53.7 215 75.2

Other intangible assets predominantly comprises computer software, but also includes assets recognised on
the acquisition of businesses representing brands and the benefit of business networks.

Impairment testing of goodwill
Impairment testing of goodwill is an area identified as involving critical accounting estimates and judgements.
Additional details are provided in Note 1.6(d).

At the end of the current period, the Group performed a review for indicators of impairment and none were
identified. Consequently, impairment testing has not been reperformed as at 30 June 2021.

12. Provisions for liabilities and charges

Loss Other
provision provisions Total
(Unaudited) £m £m £m
As at 1 January 2021 3.2 14.8 18.0
Provisions utilised T (5.0) (5.0)
Provisions made/(released) (2.5) 3.0 0.5
As at 30 June 2021 0.7 12.8 13.5

Loss provision

The loss provision represents the loss allowance on loan commitments. Provisions released represent the ECL
credit for the period on loan commitments and is recognised in impairment losses on financial instruments in
the statement of profit and loss (see Note 7).

Further analysis regarding the loss allowance on loan commitments can be found in the Interim Risk Report
on page 24.

Other provisions

Other provisions represent provisions made in relation to customer remediation and conduct issues. Provisions
made are recognised in provisions for liabilities and charges in the statement of profit and loss. In the six
months ended 30 June 2021, further insurance recoveries of £3.0 million were received and recognised in the
statement of profit and loss (30 June 2020: £2.0 million recovery). A further increase in provision of £3.0 million
was recognised, resulting in a net £nil charge to the statement of profit and loss for the six months ended 30
June 2021 (30 June 2020: £10.9 million).

The calculation of provisions relating to customer remediation and conduct issues is an area identified as
involving critical accounting estimates and judgements. Additional details are provided in Note 1.6(b).
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13. Debt securities in issue
Securitisation Unsecured

notes loan notes Total

(Unaudited) £m £m £m

As at 1 January 2021 204.8 T 204.8

Issuances T 5.6 5.6

Repurchases and redemptions (16.3) (5.6) (21.9)

Other movements 0.2 T 0.2

As at 30 June 2021 188.7 T 188.7

Securitisation notes refer to asset backed loan notes issued by consolidated structured entities as part of the

Gr o ugedustisation programmes.

Unsecured loan notes refer to notes issued as consideration for the acquisition of a subsidiary (see Note 3).

14. Notes to the statement of cash flows

Net change in operating assets

For the six months ended 30 June 2021 2020
(Unaudited) £m £m
Increase in mandatory deposits with central banks (0.2) (2.6)
Increase in loans and advances to customers (929.7) (211.2)
(Increase)/decrease in derivative financial assets (4.3) 14
Increase in operating lease assets (6.8) (5.9)
Increase in other assets (1.5) (2.2)
Decrease in assets held for sale 2.3 104.1
Increase in operating assets (940.2) (116.3)
Net change in operating liabilities
For the six months ended 30 June 2021 2020
(Unaudited) £m £m
Increase in customer deposits 949.8 1,501.3
(Decrease)/increase in provisions for liabilities and charges (4.5) 6.3
(Decrease)/increase in derivative financial liabilities (20.0) 33.6
Increase/(decrease) in other liabilities 131 (57.4)
Increase in operating liabilities 938.4 1,483.8
Cash and cash equivalents
2021 2020
30 Jun 1Jan 30 Jun 1 Jan
(Unaudited) £m £m £m £m
Cash and balances at central banks 1,291.0 1,273.2 2,272.5 1,064.6
Loans and advances to banks 80.7 91.0 94.0 59.1
Less: mandatory deposits with central banks (18.2) (18.0) (15.1) (12.5)
Total cash and cash equivalents 1,353.5 1,346.2 2,351.4 1,111.2
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15. Financial instruments

Classification of financial instruments
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statement of financial position and categories of financial instruments. There were no reclassifications between
categories during either of the reported periods.

30 Jun 2021 31 Dec 2020
(Unaudited) (Audited)
Mandatorily Amortised Carrying Mandatorily =~ Amortised  Carrying
at FVTPL cost amount at FVTPL cost amount
£m £m £m £m £m £m
Financial assets

S::t?a?g‘;:fslances at i 1,201.0  1,291.0 i 12732  1,2732
tgﬁﬂ: and advances to ; 80.7 80.7 i 91.0 91.0
Ic_ﬁgtrtl)sm "’g;g advances to i 79885  7,988.5 i 7,061.3  7,061.3
Investment securities T 386.1 386.1 T 358.2 358.2
Derivative financial assets 8.4 T 8.4 4.1 T 4.1
Assets held for sale T T ) ) 2.3 2.3
Total financial assets 8.4 9,746.3 9,754.7 4.1 8,786.0 8,790.1

Financial liabilities
Amounts due to banks T 796.1 796.1 T 815.5 815.5
Customer deposits T 7,843.9 7,843.9 T 6,894.1 6,894.1
l'?aegi'l‘i’;‘:;’e financial 22.0 i 22.0 42.0 i 42.0
Debt securities in issue T 188.7 188.7 T 204.8 204.8
Lease liabilities T 10.7 10.7 ) 11.1 111
Subordinated debt liability i 96.8 96.8 ) 96.8 96.8
Total financial liabilities 22.0 8,936.2 8,958.2 42.0 8,022.3 8,064.3

Fair value of financial instruments
The valuation techniques applied by the Group to calculate the fair values of its financial assets and liabilities
remain unchanged from the year ended 31 December 2020. Details are provided in Note 35 of the 2020 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:

A Level 1: quoted prices in active markets for identical assets or liabilities that the entity can access at the

measurement date;

A Level 2: inputs other than quoted 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

A Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).

In accordance with IFRS 7, fair value disclosures are not required for lease liabilities. Accordingly, lease
liabilities are not included in the following fair value disclosures.
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