THIS DOCUMENT AND ANY ACCOMPANYING DOCUMENTS ARE IMPORTANT AND REQUIRE YOUR
IMMEDIATE ATTENTION. If you are in any doubt as to the action you should take, you are recommended to seek
your own personal financial advice immediately from your stockbroker, bank manager, solicitor, accountant, fund
manager or other appropriate independent financial adviser, who is authorised under the Financial Services and
Markets Act 2000 if you are in the UK or, if not, from another appropriately authorised independent financial adviser.
If you have sold or otherwise transferred all of your Shares, please send this document, together with the other
accompanying documents, at once to the purchaser or transferee, or to the stockbroker, bank or other agent through
whom the sale or transfer was effected for transmission to the purchaser or transferee.

ETRO
BANK

METRO BANK PLC o

(A public limited company incorporated in England and Wales

on 6 November 2007 with registration number 6419578
NOTICE OF GENERAL MEETIN&
OFFERS FOR SUBSCRIPTI

of 20,833,333 New Shares at £24 per New Share to raise £500 million a
at £24 per New Share to raise up to an additi

which is set out on pages 6 to 11 and which recommends
General Meeting referred to below.

Notice of a General Meeting of Metro Bank to

enclosed and, to be valid, should be completed, si ed so as to be received by the Company Secretary at Metro
Bank PLC, One Southampton Row, Lon by email to shareholderproxy@metrobank.plc.uk as soon as
possible but, in any event, so as to arrive n .m. (London time) on 18 February 2016. Completion and return of
a Form of Proxy will not prevent mem and voting in person.

for New Shares under the Offers are required to submit their Application Form
cription Amount into the Subscription Account in Pounds Sterling in cleared funds

contracts, Metro Bank is authorised by the PRA and regulated by the FCA and the PRA. Metro Bank is authorised and regulated
by the FCA to carry on deposit taking, lending, a consumer credit business and all other commercial banking activities. Metro
Bank is also a member of the Financial Services Compensation Scheme and the Financial Ombudsman Service.

Application has been made for listing of the share capital of the Company on the Official List of the UK Listing
Authority and for admission to listing on the main market of the London Stock Exchange.

THE NEW SHARES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE U.S. SECURITIES ACT
OF 1933 (THE “SECURITIES ACT”), THE LAWS OF ANY STATE OF THE UNITED STATES OR THE LAWS OF
ANY NON-U.S. JURISDICTION AND, SUBJECT TO CERTAIN EXCEPTIONS, MAY NOT BE OFFERED AND
SOLD WITHIN THE UNITED STATES.



IMPORTANT INFORMATION

IMPORTANT: You must read the following before continuing. The following disclaimer applies to the
Circular and you are, therefore, advised to read this section carefully before reading, assessing or making any
other use of the Circular. In accessing the Circular, you agree to be bound by the limitations contained in this
Important Information, including any modifications to them from time to time, each time you receive any
information from the Company as a result of such access. You acknowledge that delivery of the Circular
(whether in physical form or electronically) is intended for you only as the addressee and you agree that you
will not forward this Circular or, if applicable, an electronic transmission of this Circular, to any other person

offer or a general solicitation. This Circular is being made available on the basis t
confidential any information contained herein or otherwise made available, @hether

connection with Metro Bank. This Circular is confidential and must not be co , Tep d, published,
distributed, disclosed or passed to any other person at any time without rior Wiitten consent of Metro
Bank.

This Circular does not constitute, or form part of, any offer or invitati ell ue, or any solicitation of

any offer to subscribe for, any New Shares in any circumsta such offer or solicitation is

unlawful.

If this Circular has been made available to yeu in e ic , you are reminded that documents

transmitted via this medium may be altered or ed d t ocess of transmission and, consequently,

neither the Company nor any person who contpé director, officer, employee or agent of the

or responsibility whatsoever in respect of any

difference between the documents ibuged to gfectronic format and the hard copy version available
to you on request from the Company. Yo esponsible for protecting against viruses and other destructive
items and any receipt of an elect transm is at your own risk and it is your responsibility to take
precautions to ensure that it is free fromWiruses and other items of a destructive nature.

No Director or any other person has been authorised to give any information or to make any representation

other than as contained in this Circular in connection with the Offers and, if given or made, such information
or representation must not be relied on as having been authorised by Metro Bank or any of the Directors. The
delivery of this Circular or the issue or delivery of New Shares does not, under any circumstances, constitute
a representation or warranty or create any implication that the information herein is correct as of any time
subsequent to the date hereof.

The contents of this Circular should not be considered to be legal, tax, investment or other advice, and each
potential investor should consult with its own counsel and advisers as to all legal, tax, regulatory, financial



and related matters concerning an investment in New Shares and as to its suitability for such investor. Further,
potential investors should inform themselves as to the legal requirements and tax consequences within the
countries of their citizenship, residence, domicile and place of business with respect to the acquisition,
holding or disposal of Shares and any foreign exchange restrictions that may be relevant thereto.

No person receiving a copy of this Circular in any territory may treat this Circular as constituting an offer or
invitation to that person to subscribe for New Shares, nor should such person subscribe for New Shares,
unless in the relevant jurisdiction such an offer or invitation and subscription could lawfully be made to that
person without compliance with any registration requirements.

Neither this Circular nor any copy of it may be taken or transmitted into or distributed in A

Japan or to any resident thereof. Any failure to comply with this restriction may constitute a
securities laws of Australia, Canada or Japan. The distribution of this Circular in other jurisdict may be
restricted by law and the persons into whose possession this Circular comes should info mselv
and observe, any such restrictions. Any failure to comply with these restricti(‘ may gonstj iolation of
the securities laws of any such jurisdiction.

For persons in the United Kingdom only:
This Circular is not a prospectus for the purposes of FSMA. Accordingly, th \U es may not be sold or

offered in the UK by means of this Circular, except in circumstanc are'excmpt from the prospectus

hich it relates may only be

Q) to investments, being investment
Services and Markets Act 2000 (Financial
(i)  persons falling within Articl he FPO (including high net worth companies and
unincorporated association;
(iii)  persons to whom the comm i erwise lawfully be made,

“relevant persons”).

For persons in the European Economic Area only:

This Circular is being distributed in member states of the European Economic Area only to (i) persons who
are “qualified investors” within the meaning of Article 2(1)(e) of the Prospectus Directive (Directive
2003/71/EC) (as amended by Directive 2010/73/EU) (“Qualified Investors™) and (ii) certain other persons to
whom the distribution or availability of this Circular is permitted by applicable law. This Circular must not be
acted or relied upon (i) in the United Kingdom, by persons who are not relevant persons and, except with the
specific prior approval of the Company, Qualified Persons, and (ii) in any member state of the European
Economic Area, other than the United Kingdom, by persons who are not Qualified Investors.



For residents of the United States only:

This Circular is being distributed in the United States only to persons who are “accredited investors™ as such
term is defined in Rule 501(a) of Regulation D under the Securities Act.

The New Shares offered hereby have not been and will not be registered under the Securities Act or the laws
of any state of the United States. The New Shares are being offered in the United States only to persons who
are “accredited investors” as such term is defined in Rule 501(a) of Regulation D under the Securities Act
pursuant to an exemption from registration under Section 5 of the Securities Act and outside the United States
in reliance on Regulation S under the Securities Act (“Regulation S”’). The New Shares subscribed for in the

Offers by purchasers in the United States will be “restricted securities” (as defined in Rule 144 under the

Securities Act) and are subject to restrictions on transfer. See Part V (Details of the Offers).

The Company is a public limited company incorporated under the laws of England and Wales. dition,
some of the Directors and the Company’s officers may reside outside the United and
substantial portion of their assets and the Company’s assets may be located infirisdictiOns he United

in the d States upon
the Company and those Directors and officers, or to realise in the United States upemyjudgments of courts of

Metro Bank is not a member of the Federal Deposit Insurance Co ion (th DIC”). Accordingly, the

deposits held by it are not insured by the FDIC.

Definitions
Certain terms used in this Circular are defined i t X ( itions).

C/O
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PART I
LETTER FROM THE CHAIRMAN OF METRO BANK PLC

(incorporated in England and Wales under the Companies Act 2006
with registered number 6419578)

One Southampton Row

London
WCI1B 5HA

To holders (“A Shareholders”) of A Ordinary Shares of 0.0001p each in the Q)mpan h s ) and B
Ordinary Shares of 0.0001p each in the Company (“B Shares”). Please note
Company s Senior Employee B Share Ownership Plan, the voting rights at d to

un terms of the
res will be exercised
by the Company, as the attorney-in-fact of the holders of the B Shares, as ard sees fit. This document is
provided to holders of B Shares for information purposes only.

Dear Shareholder

Proposed Offer, Top-Up Offer and Admission

1 Introduction

securities of the London Stock Exchan ion”) in 2016. I have recently held discussions with a
al and other investors who have expressed interest in

future development in conju plication for Admission in the first quarter of 2016. The Board
has, therefore, decided to th tHe fundraising by way of the Offers described in this letter, together
with Admission (togeth

to demand, that up to 4,166,666 New Shares will be issued at the Offer Price
ogether with the Offer, the “Offers”). A Shareholders’ pre-emption rights will be
relation to applications under the Offelrs1 Such Shareholders may also apply to subscribe

ying Shareholders under their pre-emptive entitlements will be avallable to satisfy excess demand
from others and to be offered to other potential investors.

The Offers are conditional on the Shareholder approvals described in this letter which will be sought at a
general meeting of Shareholders on 22 February 2016 (the “General Meeting”). A Notice of Meeting is set
out in Appendix 1.

t On Admission and following conversion of the B Shares the Company’s A Ordinary Shares will be redesignated as ordinary shares and the

Company will have a single class of ordinary share with a nominal value of 0.0001p in issue.



Information on the Company

Metro Bank was the first full-service, independent, new High Street bank to open in the UK in more than 100
years. Metro Bank uses a disruptive, deposit-driven funding model and a superior retail-focused customer
service proposition that emphasises simple, straightforward banking in order to turn its customers into
“FANS”.

Metro Bank opened its first store in Holborn, central London, in July 2010, and since that time has established
a strategically located network of 40 stores across London and the surrounding commuter areas, with 655,000
customer accounts, £5,108 million in deposits from customers and £3,549 million of gross loans and advances
to customers as of 31 December 2015.

“colleagues” (not “employees”) with the right attitude and train them with t
its customers.

Metro Bank’s superior customer experience is supported by a scalable, vative and”flexible end-to-end
technology infrastructure that allows Metro Bank’s colleagues to focus o ating an “AMAZE(ING)”

customer experience.

5 with other brands that share
r-to-peer lender Zopa to originate

Adding to its offering, Metro Bank entered into two new partnér
Metro Bank’s zeal for great service: an innovative part with

d banking partnership with St. James’s Place
Wealth Management plc.

The Board believes that Metro Bank’s
Company’s flexible IT and powe

stomer service and convenience, supported by the
ditferentiates Metro Bank in the UK market and
ent and the Board continue to focus on building Metro

a powerful recognised brand.

The Transaction

Details of the Offers and the arrangements regarding the Subscription Account are set out in Part V (Details of
the Offers) and Part VI (dpplication Instructions and Procedures). Further information on the terms and
conditions of the Offers are set out in Part VII (Subscription Terms and Conditions).

A listing document (referred to in the UK and elsewhere in this document as a prospectus) is expected to be
published on or around 24 February 2016, with Admission to take effect on or around 29 February 2016. The



listing document must be approved by the UK Listing Authority (the regulator responsible for listing on the
UK’s Official List) in advance of publication.

The UK Listing Authority has confirmed that Metro Bank meets the eligibility requirements for listing,
subject to its final approval of the prospectus. An announcement will be made confirming the expected date of
Admission and providing details of where the prospectus can be obtained.

General Meeting

Completion of the Transaction is conditional upon Shareholders’ approval of certain resolutions being

obtained at the General Meeting. Accordingly, you will find set out at the end of this ment a notice
convening the General Meeting to be held at One Southampton Row, London WC1B 5HA

noon on 22 February 2016 at which the following Resolutions will be proposed, each of which is‘\¢@nditional

on Admission:

(@)  Approval of the Transaction

Shareholders are being asked to approve the Transaction as describedyifi t ircular, including the

allotment of New Shares for the purposes of the Offers and the steps ired to be taken to

implement the Transaction.
This Resolution is a special resolution.

(b)  Adoption of New Articles

ked o approve the adoption of a new set of
Articles (substantially in the form set outhn A iX" 11 (New Articles) of this Circular and
summarised in Part IX (Summary of New 4 esh These New Articles are in a form appropriate for a

listed company.
This Resolution is a speci

(¢)  Future allotment authoriti

further £28
one-third ©

isstied ordinary share capital of the Company on Admission, exclusive of treasury

ary 2021. The Directors will exercise this future authority to allot only when satisfied that
e interests of the Company to do so. They have no present intention of exercising this
rity, except in connection with any issue of Shares under the Company’s share option scheme.
The Directors consider it desirable to have the maximum flexibility permitted by corporate governance
guidelines to respond to future market developments and to enable allotments to take place to finance
business opportunities as they arise.

This Resolution is an ordinary resolution.
(d)  Authority to disapply pre-emption rights for future share issues (following listing)

The Directors can only allot Shares for cash to persons who are not already Shareholders if authorised
to do so by the Shareholders. Conditional on Admission, Shareholders are, therefore, being asked to



©

authorise the Directors to allot Shares for cash without first offering them to existing Shareholders (i)
in connection with a pre-emptive offer or rights issue or (ii) otherwise up to an aggregate nominal
amount of £8.51. This sum represents 8,510,000 Shares of 0.0001 pence each, being equivalent to
approximately 10 per cent. of the Company’s issued share capital, excluding treasury shares on
Admission. This resolution enables the Directors: (i) to modify the strict requirements for a rights issue
in circumstances where they consider it necessary or expedient; and (ii) to conduct non-pre-emptive
placings in accordance with Pre-emption Group guidance.

In addition, if the Company has purchased its own Shares and holds them in treasury, this resolution
would give the Directors power to sell these Shares for cash to persons other than existing
Shareholders, subject to the same limit that would apply to issues of Shares for cash

This resolution will expire on 21 February 2021.

flexibility to finance future business opportunities or to conduct a pre-emptive
without the need to comply with the strict requirements of the statutory pr

The Board intends to adhere to the provisions in the Pre-emption ’s Sta nt of Principles, as
updated in March 2015, and not to allot shares for cash on a non pr v¢ basis pursuant to the
authority in this resolution (other than pursuant to a rights issy€ o -emptive offer):

Q) in excess of an amount equal to 5 per cent of tHe | iss ordinary share capital of the

Company excluding treasury shares; or

(i) in excess of an amount equal to er cehf of theftotal issued ordinary share capital of the
Company excluding treasury sh ith olling three-year period, without prior
consultation with shareholders,

in each case other than i n quisition or specified capital investment which is

announced contemporane llotment or which has taken place in the preceding six-month

of the allotment.

Stock Exchange Daily Official List for the five business days immediately prior to the day
the Share is contracted to be purchased, and (ii) an amount equal to the higher of the price of
the last independent trade of a Share and the highest current independent bid for a Share derived from
the London Stock Exchange Trading System. The minimum price (exclusive of expenses) per Share
will be 0.0001 pence, being the nominal value of a Share. The authority conferred by this Resolution
will expire on 21 February 2021.

The Directors will use this authority to purchase Shares only after careful consideration (taking into
account market conditions, other investment opportunities, appropriate gearing levels and the overall
financial position of the Company). Further, the Directors intend to use this authority to buy back
Shares only if they believe that to do so would have a positive effect on earnings per Share and would



be in the best interests of Shareholders taken as a whole. Shares purchased by the Company pursuant
to this authority may be held in treasury or may be cancelled.

This Resolution is a special resolution.
()] Calling of a general meeting other than an Annual General Meeting

Under the Companies Act, the notice period required for general meetings is 21 days, unless
Shareholders approve a shorter notice period, which cannot, however, be less than 14 clear days.
Conditional on Admission, this resolution seeks approval to call a general meeting (other than the
Annual General Meeting) on 14 clear days’ notice. The approval will be effective until the Company’s

next Annual General Meeting, when it is intended that a similar resolution will b osed. Annual

General Meetings of the Company will continue to be held on at least 21 clear days’ noti
This Resolution is a special resolution.
Each of the resolutions set out above is conditional on Admission and will b!)f no ef @ ssion does

not occur.

Conversion of B Shares

Admission will be a Realisation Event for the purposes of the Artic ill, therefore, trigger conversion
of the B Shares. Further information is set out on this in Part VII jonBf B Shares).

The B Shares were granted to management under a mana plan established in 2009. B Shares
will convert into Shares on a listing of Metro/Ba n aggregate value at the Offer Price of £21.7
million. This represents the B Shareholders’ entitle a share of the excess over a “hurdle rate”

market capitalisation target of £75 million (beig pitalisation of the Company at the time the shares
were awarded), escalated at 8 per e B Shares will convert into 916,561 Shares
representing 1.07 per cent. of the etro Bank on Admission.

As a large number of Share
features of UK listed co i will be relevant to them as Shareholders following Admission, certain
information that may b i

Taxation

Information on U.S. and UK taxation with regard to the Transaction is set out in Part XX (Taxation) of
Appendix III — Private Placement Memorandum. This information is intended only as a general guide to the
current U.S. and UK tax positions applicable to Shareholders. Shareholders are advised to consult with their
own independent professional tax advisers prior to participating in the Offers.

10
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Action to be taken

You will find enclosed a Form of Proxy for use at the General Meeting. Whether or not you intend to be
present at the General Meeting, you are requested to complete the Form of Proxy in accordance with the
instructions printed on it and return it as soon as possible and, in any case, so as to be received by the
Company Secretary at Metro Bank PLC, One Southampton Row, London WCIB 5HA or by email to
shareholderproxy@metrobank.co.uk no later than 18 February 2016. The return of a Form of Proxy will not
prevent you from attending the meeting and voting in person if you wish.

Further information

Your attention is drawn to the further information contained in the remainder of the Circula luding the
information set out in the Appendices to the Circular).

I, together with my fellow Directors who hold Shares, will be voting in favour‘f each of th lutiéns.

Yours faithfully

Vernon W. Hill, II

=" &
O
C

11



PART 11
DIRECTORS, SECRETARY AND ADVISERS

Directors

Company Secretary

Registered and head office of the Company

English and U.S. legal advisers to the
Company

Registrar

C/O
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Vernon W. Hill, II (Chairman)
Craig Donaldson (Chief Executive Officer)
Michael Brierley (Chief Financial Officer)
Alastair Ben Gunn (Senior Independent Director)
Stuart Bernau (Non-Executive Director)

Keith Carby (Non-Executive Director)

Roger Farah (Non-Executive Director)

Lord Howard Flight (Non-Executive
Eugene Lockhart (Non-Executive
Sir Michael Snyder (Non-Exegutive

Michael Brierley

One Southampton Ro
London

WCIB SHA

United Kin

Bauiniti Limited
Aspect House
Spencer Road
West Sussex
BN99 6DA
United Kingdom



PART III

OFFER STATISTICS
Offer Price per Share £24
Number of New Shares to be issued under the Offer 20,833,333
Number of New Shares to be issued under the Top-Up Offer up to 4,166,666
Number of Shares in issue following completion of the Offers™® up to 85,290,502
New Shares as a percentage of the enlarged issued share capital®® approximately 29 per cent.
Minimum proceeds of the Offers £400 million
Maximum proceeds of the Offers® £600 million
@

Notes:
(1) Taking into account the conversion of 916,561 B Shares into Shares a iss c. 166,250 Shares in

connection with the Project Revolution Awards (as described in parag 0.13 ofgPart XVII (Additional

Information) of the Private Placement Memorandum).

(2)  Assuming the issuance of the maximum number of New Shares in the [fop- ffer.

EXPECTED TIMET E O NCIPAL EVENTSY

Record Date for the Offer Close of business on 22 January 2016
26 January 2016

27 January 2016

c. 16 February 2016

Posting of Circular

Opening Date of the Offer Peri

Publication of Supplemental Pri
Memorandum

ceipt of completed 4.00 p.m. on 22 February 2016
Application Forms and ment e Subscription

Payment Date: latest time

Amount

General Meeting 12 noon on 22 February 2016
ons to Shareholders 23 February 2016

mmencement,of conditional dealings(3 ) 24 February 2016

mission and crediting of CREST 29 February 2016

Despatch of share certificates and refund of surplus by 8 March 2016
subscription amounts

Notes:

(1) Each of the dates in the timetable is subject to change. In particular, Metro Bank reserves the right to extend the
Offer Period beyond 22 February 2016 to a date to be determined at the sole discretion of the Board. Metro Bank
also reserves the right to extend the date for payment of the Subscription Amount into the Subscription Account
beyond 22 February 2016.

13
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®

Qualifying Shareholders are required to submit their Application Form during the Offer Period and to make
payment of their Subscription Amount into the Subscription Account in Pounds Sterling in cleared funds on or
before 4.00 p.m. (London time) on 22 February 2016 (or such later date as the Board may in its sole discretion
determine). From the Payment Date until Admission, if we provide to you supplementary disclosure, including by
way of: (i) identifying information that is in the prospectus published in connection with Admission that was not
included in the Private Placement Memorandum or any supplement thereto or (ii) a supplementary prospectus, you
will be allowed, for a period of time to be notified to you, to cancel your subscription for Shares in the Offers. In
such event, the Closing Date and the date of Admission may change.

Conditional trading in Shares on the London Stock Exchange is expected to commence on an if-and-when-issued
basis on or about 24 February 2016. Admission to the Official List and unconditional trading on the London Stock
Exchange is expected to take place on or about 29 February 2016. Confirmation of the date fo itional trading
and Admission and details of when and where the prospectus in connection with the application fo
be obtained when made will be announced. All dealings in the Shares prior to the comm ent of
unconditional dealings will be of no effect if Admission does not take place and will b
parties concerned. )

&

C/O
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1.1

PART IV
SHAREHOLDER INFORMATION

This Part IV (Shareholder Information) sets out certain information in relation to changes to the Articles,
changes in corporate governance and restrictions on the transfer of Shares arising from the transition to
becoming a premium listed company in the UK. This information may be of particular interest to U.S.
Shareholders.

Articles

so that they can be traded through CREST. The main changes contained in the
Shareholder perspective are set out below. A more detailed summary of tb New
Part IX (Summary of New Articles) and the full text of the proposed New Articles will tantially as is
set out in Appendix II. The final form of the New Articles will be tabled’a Ge
Shareholders will be asked to approve the adoption of the New Articles.

Issue of Shares and pre-emption rights

111  The New Articles will not contain pre-emption p

(i) advance authority to allot up tesomne e Company’s issued share capital, plus up
ptive offers only; and

(i) disapplication tio hich would otherwise apply to all issues of Shares
for cash) for p t. of the Company’s issued share capital. Consistent with the
statement of infeAtion mad the Company in this Circular, the Board intends to adhere

to the provisions i Prg-emption Group’s Statement of Principles, as updated in March

ss of an amount equal to 5 per cent of the total issued ordinary share
capital of the Company excluding treasury shares; or

in excess of an amount equal to 7.5 per cent of the total issued ordinary share
capital of the Company excluding treasury shares within a rolling three-year
period, without prior consultation with shareholders,

and in each case other than in connection with an acquisition or specified capital
investment which is announced contemporaneously with the allotment or which has
taken place in the preceding six-month period and is disclosed in the announcement of
the allotment.

1.1.3  While these authorities are being sought for a five year period, as is customary for UK listed
companies, the Company intends that these authorities will be proposed to Shareholders annually
for renewal at the Annual General Meeting.

15



1.2

1.3

1.4

15

1.6

Transfer of Shares

Listed Shares must be freely transferable, and, therefore, all current restrictions, pre-emption and tag-
along rights relating to the transfer of Shares will be removed, except that U.S. holders of New Shares will
be required to adhere to specific requirements in relation to transfers of their New Shares for a period of
time following Admission as set out in more detail in paragraph 4 of this Part IV (Shareholder

Information).
Removal of B Share provisions

Admission will trigger the conversion of the B Shares (see Part VIII (Conversion of B Shares) for further

information on this process), therefore, from Admission, the Company will have a singl of Shares in

issue.
Related party transactions

141  The Articles currently prohibit the Company from entering into Qated pa @ ons unless
irec he Company

intends to adopt in the terms of reference of the Audit e,same governance
arrangements requiring that a related party transaction be ap by thgAudit Committee or,

failing which, a majority of the independent non-executiv

142  From Admission, the Listing Rules of the UK Listin
party transactions by the Company. Unless the tr i 1 or of a customary nature, prior

approval of at least 50 per cent. of t ndependent Shareholders will be required for
related party transactions, in respect/o i iled circular will be sent to Shareholders and
the relevant agreement will be made a S ction.

1.4.3 0 not con sions relating to related party transactions.

151  Currently, the Articles i Company must receive 75 per cent. Shareholder approval

s; (i1) acquisitions and disposals above £20 million that are

outside the ordi business; and (iii) a merger or sale of substantially all of the
Company’s b

a harcholders for significant transactions — generally, this means large transactions by
relative size or profitability of the Company versus the asset or business being
ircd disposed of, as well as certain specific types of transaction. Where Shareholder
al is required, a detailed Shareholder circular will need to be sent to Shareholders
contgining information on the proposed transaction, with the relevant agreement being made

ilable for inspection in advance.

153  Other smaller (but still significant) transactions will need to be announced to the market with
mandatory content requirements for such announcements.

154  Therefore, the New Articles do not contain provisions relating to significant transactions.
Information rights

1.6.1 The New Articles will not contain information rights for Shareholders and, as a result,
Shareholders will no longer have a right to receive quarterly financials (as only annual and half

16



2.1

2.2

2.3

year information is required to be disclosed by listed companies). Shareholders will receive the
same information (and at the same time) that is disclosed to the market as a whole.

16.2  The Company will no longer be able to provide copies of business plans or budgets to
Shareholders or provide information to Shareholders on a selective basis. Any significant
information that arises in relation to the Company will need to be communicated as soon as
possible to the market as a whole.

Corporate governance

The Code

211  The UK Corporate Governance Code (the “Code”) contains best practice recom tions for
UK listed companies. The Code constitutes guidance rather than law but the Listi
premium listed companies (as the Company will be) to either comply with g and describe
in its annual report how it has done so or, if it has not complied, provide a reéasg planation as

to why it has not done so.

2.1.2 The main principles of the Code deal with the topics of leadegship, effect ess, accountability,

remuneration and relations with sharecholders. The Code sets out g s on the composition of

boards and board committees and the duties of directorsffan particular, the Chairman, senior

Board intends to comply with the i of the “Code. The Company will report to
Shareholders on its compliance with thi nce with the Listing Rules.

221  The Code emphasises s having an appropriate balance between executive
and non-executive dir articular, INEDs). It provides that at least half the board (not

and ag an intermediary for other directors, as necessary.

2010, the Code has required directors to be put up for re-election annually and, as a result,
lection resolutions for each director have become part of the ordinary business at annual
general meetings. The Company intends to comply with this requirement.

Remuneration

231 Shareholders of listed companies have a binding vote on remuneration policy at the annual general
meeting at least every three years and have an annual advisory vote on directors’ pay in the
preceding year. Metro Bank’s current Directors’ Remuneration Policy is set out in Annex [ of
Appendix III — Private Placement Memorandum of this Circular and will be subject to a
Shareholder vote at the 2017 annual general meeting.
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2.4

3.2

3.3

4.1

232  The Directors’ Remuneration Policy mainly focuses on the components of, and criteria applicable
to, the remuneration of the Executive Directors but also describes the fee arrangements for Non-
Executive Directors.

233  Detailed disclosure in relation to remuneration will be required to be contained in the annual
report.

2.34  In addition to these statutory requirements, the Code emphasises the need for performance-related
pay to be aligned with the long-term interest of the company and its risk policies and systems. The
use of non-financial metrics to measure performance is recommended, if appropriate, and
companies should consider clawing back variable pay in certain circumstances.

Relations with Shareholders

241  The Code provides that there should be a dialogue with shareholders ba

practical and efficient.

242  The board should use general meetings to communicate wit stors and to encourage their

participation. Where a significant proportion of votes a t aga resolution at a general

meeting, the company should explain when annou ults of voting what actions it

intends to take to understand the reasons behind the v

Disclosure of significant holdings

riggered under the UK Disclosure and
Transparency Rules (“DTRs”) whe hés, exceeds or falls below a holding of 3 per cent.

economic effect is derived). i igation“has been triggered, the Shareholder will be required to
make further disclosures for an iat change in the holding.

The rules in relation s for the purposes of DTR disclosure are complex (and include rules
relating to aggregation ent holdings), and any Shareholder to whom this may apply should consult

1alised) form in the UK CREST system (subject to the information set out below in relation to
New Shares). This means that such Shares would exist in electronic form only, making trading easier and
quicker and avoiding issues with lost or damaged share certificates. The process to convert certificated
shares into dematerialised shares is known as dematerialisation and is explained in paragraph 5 of this Part
IV (Shareholder Information).

Transfers of Existing Shares

411  The Existing Shares are subject to restrictions on transfer as set out in the Articles. As noted
above, if the adoption of the New Articles is approved by Shareholders at the General Meeting,
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4.2

)
5.1

then the restrictions that currently apply to transfers of Existing Shares will fall away and, from
Admission, the Existing Shares will be freely transferable.

412  Shareholders may deliver the share certificates representing Existing Shares to their broker in
order to have such Shares dematerialised and credited to an account in such Shareholder’s (or its
nominee’s) name in CREST, after which such Shares will be eligible from Admission for trading
through CREST on the London Stock Exchange. See paragraph 5 of this Part IV (Shareholder
Information) for further information on this process.

Transfers of New Shares

421  New Shares sold to Shareholders outside the United States will be credited to
(or its nominee’s) account in dematerialised form (except where Shareholders
CREST account details or choose on their Application Forms to receive cegtificate
These New Shares can be resold without restriction from Admission.

422  New Shares sold to Sharcholders in the United States that are “qualifi
defined in Rule 144 A of the Securities Act) (“QIBs”) will be gredi
nominee’s account in dematerialised form (except where Sh
account details or choose on their Application Form to receive cert

423  Such New Shares will be deemed “restricted securitie d_in Rule 144 of the Securities
Act). Accordingly, such Shareholders will be requir dertgke and agree that for so long as
such Shares are “restricted securities” (which for inimum one-year period from the
date of Admission), they will only 1 or transfer the New Shares outside the United
States in accordance with Regulation S es Act.

424  New Shares issued in de be eligible for trading through CREST on the

London Stock Exchan in Shares on the London Stock Exchange is
, -issued basis on or about 24 February 2016 with
Admission expected t about 29 February 2016. All dealings in the Shares prior
to the commencement: al dealings will be of no effect if Admission does not take

place and will be the parties concerned.

ck Exchange. Shareholders that hold Shares in certificated form are, therefore, advised to
speak to their brokers in advance of executing a sale or transfer of their Shares in order to arrange
for such Shares to be dematerialised and held through CREST.

Procedure for dematerialisation of Shares’

From the time of Admission (expected to be 8.00 a.m. (London time) on 29 February 2016), the Shares

will be enabled in CREST. Shareholders can begin the process to dematerialise their Existing Shares in

2

Where dematerialisation is permitted as explained in paragraph 4.2.
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5.2

53

5.4

5.5

advance of Admission (subject to paragraph 4 of this Part IV (Shareholder Information)) so that they can
be held and traded through CREST.

Shares can only be held in CREST in a specific CREST account. Certain Shareholders may have their own
CREST accounts which they could use for this purpose or, alternatively, Shareholders’ brokers may be
able to hold their Shares as nominee for the Shareholder in the broker’s CREST accounts.

If you already have a CREST account, then you would need to apply to have your Shares dematerialised
into this account by completing a CREST Dematerialisation Request Form (available from the Company
or the Registrar) and returning the form to the Registrar, Equiniti Limited at Aspect House, Spencer Road,
Lancing, West Sussex BN99 6DA, United Kingdom, together with the certificate(s)
Shares.

resenting your

form (available from this link: CREST Transfer Form). The CREST Transfer Form
to your broker for delivery to the Registrar, Equiniti Limited at Aspect Ho
West Sussex BN99 6DA, United Kingdom, together with the certificate prese our Shares.

Once Shares are held in CREST they can be transferred electronically thro ST system.

Tax considerations

Certain tax considerations relating to the Transaction tha#™ t to U.S. and UK Shareholders are
set out in Part XX (Taxation) of Appendix i ement Memorandum. This information is
intended only as a general guide to the current €
Shareholders are advised to consult with n independent professional tax advisers prior to

participating in the Offers.

C/O
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PART V
DETAILS OF THE OFFERS

Offers

20,833,333 New Shares will be offered for subscription in the first instance to Qualifying Shareholders at the
Offer Price and in proportion (as nearly as may be without involving fractions) to the nominal amount of
Shares held by each Shareholder at the Record Date. Subject to demand, Qualifying Shareholders will then
also have the option to subscribe for additional New Shares at the Offer Price and in proportion (as nearly as

may be without involving fractions) to the nominal amount of Shares held by them, r tively, at the
Record Date pursuant to the Top-Up Offer in respect of up to an additional 4,166,666 New
Metro Bank may issue a lower number of New Shares in the Top-Up Offer, in which case Shareh s’ Top-
Up Offer Entitlements would be reduced accordingly or it may decide not to proceed Top-

in which case Shareholders would no longer have a Top-Up Offer Entitlement@

Qualifying Shareholders who apply for their full Offer Entitlements will also h: op o subscribe at
the Offer Price for any New Shares not taken up by other Qualifying Sharch@lders pu to the Offers. The
allocation of any such remaining New Shares will be at the sole discretion ank, and Metro Bank
reserves the right to reject (in whole or part), or to scale down or limi n for such New Shares

No Shareholder will be obliged to take more than the number of;
applied under the Offers.

in relation to applications under the Offer and (to

the extent that New Shares are issued under the Top-U under the Top-Up Offer. For Qualifying
Shareholders who do not elect to participate i the Offer and/or the Top-Up Offer, this could result in a
significant reduction in the percenta choldef® ownership interest in Metro Bank.

Closing of the Offers is conditio ission and the adoption of the New Articles. With effect from
Shares as described in Part VII (Conversion of B Shares)
and the Company will have a single clagsof ordinary share in issue. The New Shares will be issued subject to
the New Articles, credited a
Shares already in issue, i i Il dividends and distributions declared, paid or made on the Shares

quired to be paid in Pounds Sterling in cleared funds into the Subscription
.m. (London time) on 22 February 2016 (or such later date as the Board may in its

pplications for New Shares in excess of a Shareholder’s Offer Entitlements or if the Transaction
does not proceed), investors will not benefit from the protection that they might otherwise have received if the
Subscription Amounts were held by a third party during this period.

Metro Bank reserves the right to withdraw the availability of the Offers at any time in its sole discretion.
Although it is anticipated that the Offers will raise at least approximately £500 million, the Company may
proceed with the Transaction, provided that at least £400 million is raised.

Further information about the application process and the Subscription Terms and Conditions are set out in
Part VI (dpplication Instructions and Procedures) and Part VII (Subscription Terms and Conditions).
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Placement of New Shares to new investors

Any New Shares not taken up by Qualifying Shareholders under the Offers will be available for subscription
by new investors. Such New Shares will be allotted at the Offer Price, on such terms (not being more
favourable than the terms of the Offers) and in such manner and to such persons as the Board may think fit,
subject to the Articles and any legal requirements applicable to such allotment. The Board reserves the right to
reject in whole or part, or to scale down or limit, any application by any new investor. Such allotment is
expected to occur at the same time as the allotment of New Shares to Qualifying Shareholders under the
Offers.

entered into an engagement letter with the Company (the “Engagement Letter”) pupst
agreed to act as private placement advisers and co-private placement adviser,.specti
relation to the placement of New Shares to new investors and RBC agreed to act ag,the Co
relation to Admission. In advance of Admission it is intended that the Qo
Agreement with RBC.

The Private Placement Advisers and the Co-Private Placement Advi il rec placement advisory fee

from the Company of 2 per cent. in respect of Shares allocated 4 s to investors procured by the
Private Placement Advisers and the Co-Private Placement

management fee in respect of the remainder of the Shares i Offers (of which £100,000 will be

advisi ¢ Company in relation to the Transaction), with
the remaining 85 per cent. to be shared equallya Lynch International and Goldman Sachs
International, 10 per cent. to be paid to KB per cent. to be allocated at the discretion of the

Company).

presentations and indemnities given by the Company in

favour of the Private Placement Adwi -Private Placement Adviser.
The appointment of the Private Pla nt, Advisers and the Co-Private Placement Adviser under the
Engagement Letter may b the mutual written agreement of the Company, the Private

terminate the appointment vate Placement Advisers or the Co-Private Placement Adviser and the
Private Placeme

notice.

ication hasgbeen made to the FCA for the Shares to be admitted to the premium listing segment of the
i d to the London Stock Exchange for the Shares to be admitted to trading on the London Stock
Exchange’s main market for listed securities.

It is expected that Admission will take place and unconditional dealings in the Shares will commence on the
London Stock Exchange at 8.00 a.m. (London time) on 29 February 2016. Prior to Admission, it is expected
that dealings in the Shares will commence on a conditional basis on the London Stock Exchange on 24
February 2016. All dealings in the Shares between the commencement of conditional dealings and the
commencement of unconditional dealings will be on an “if-and-when issued” basis. If Admission does not
become unconditional in all respects, any such dealings will be of no effect and any such dealings will be at
the sole risk of the parties concerned. These dates and times may be changed without further notice.
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It is intended that New Shares allocated to investors who are able to hold shares in uncertificated form will
take place through CREST on Admission. It is intended that, where applicable, definitive share certificates in
respect of the New Shares will be distributed from 8§ March 2016 or as soon as practicable thereafter.
Temporary documents of title will not be issued. Dealings in advance of crediting of the relevant CREST
stock account shall be at the risk of the person concerned.

CREST

CREST is a paperless settlement system in the UK enabling securities to be evidenced otherwise than by a

certificate and to be transferred otherwise than by a written instrument. With effect from Admission, the

Articles will permit the holding of Shares under the CREST system. The Company has ap or the Shares

to be admitted to CREST with effect from Admission.

CREST is a voluntary system and holders of Shares who wish to receive and retain sh:
able to do so. Unless you elect on your application form to receive your I%V Shar e CREST
system, you will receive a share certificate representing your New Shares. Shar ¢ the United
States and Shareholders in the United States that are QIBs applying for Share elect to receive
Shares in uncertificated form if they are system-members (as define ificated Securities
of Part IV (Shareholder
Shares into the CREST

Regulations) in relation to CREST. Shareholders should refer to paragraphs
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PART VI
APPLICATION INSTRUCTIONS AND PROCEDURES

The procedures contained in this Part VI (Application Instructions and Procedures) apply to all Qualifying
Shareholders, unless Metro Bank otherwise agrees. Metro Bank shall be entitled to vary the terms in this Part
VI (Application Instructions and Procedures) in respect of any Qualifying Shareholders in its absolute
discretion.

Only Qualifying Shareholders can apply to subscribe for New Shares. Qualifying Shareholders may only
apply once and Qualifying Shareholders who submit two or more Application Forms@aay have their
Application Forms rejected.

Qualifying Shareholders wishing to apply to subscribe for New Shares must complete the follo teps
during the Offer Period in order for their Application Form to be considered:

[
Step One — Completing and Submitting the Application Form

If you wish to subscribe for New Shares in the Offers, you will nee complete”and send back the
Application Form confirming your commitment to subscribe for the indicate er of New Shares under

k to subscribe for the relevant
number of New Shares at the Offer Price and to pay to Metro ssary Subscription Amount to

satisfy your subscription obligations.

Memorandum on or around 16 February 2016,

you will be entitled to withdraw your commitment ¥ o0 so by notifying the Company Secretary,
nent Date.

or any supplement thereto; or (ii) a supplementary
prospectus, you will be allowed, for
Shares in the Offers. In such

time to be notified to you, to cancel your subscription for

Southampton Row, London HA so as to arrive no later than 4.00 p.m. (London time) on 22 February

2016 (or such latef datc'agithe Board may in its absolute discretion determine).
0 pust be completed, executed and submitted correctly or it may not be accepted.

For Shareholders wishing to subscribe for New Shares in the Offers, the Subscription Amount must be paid in
Pounds Sterling in cleared funds into the Subscription Account on or before 4.00 p.m. (London time) on the
Payment Date (or such later time and date as the Board may in its absolute discretion determine).

Qualifying Shareholders must make payment of the Subscription Amount by wire transfer to the Subscription
Account (payment instructions to clearly mention your name and the amount of funds that are payable, net of
any bank charges and so as to ensure that cleared funds in Pounds Sterling are received on or before 4.00 p.m.
(London time) on the Payment Date).
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The table below sets out the information that will need to be included with your payment instruction:

Payment type: Requirements:
SWIFT BIC IBAN SORT ACCOUNT BENEFICIARY REFERENCE
CODE CODE NUMBER ACCOUNT
NAME
UK Faster N/A N/A 23-05-80 | 10842921 Metro Bank PLC | Shareholder
Payment Subs
UK CHAPS N/A N/A 23-05-80 | 10842921 Metro Bank PLC
Subs
International | MYMBGB2L | GB25MYMB | N/A N/A Metro Bank RLC
Payment 23058010842 suf
(GBP only) 921
Step Three — Confirmation of allocation
Qualifying Shareholders will be notified on 23, Februa 6 as tg” whether their application has been

accepted in whole or in part.

thereof will be returned to

supplied by the Qualifyin
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PART VII
SUBSCRIPTION TERMS AND CONDITIONS

In the case of a joint application, references to “you” in these Subscription Terms and Conditions are to each
of you, and your liability is joint and several. References to Metro Bank’s “advisers” in these Subscription
Terms and Conditions shall, where the context permits, include the Private Placement Advisers and the Co-
Private Placement Adviser.

No person receiving a copy of this Circular (each reference to which, for the avoidance of doubt, includes the
Private Placement Memorandum appended to the Circular) or the Application Form in anyfj

treat the same as constituting an invitation to such person to acquire, subscribe for or purch

nor should such person, in any event, acquire, subscribe for or purchase New Shares, un such an
acquisition, subscription or purchase complies with any registration or other legal requir in thegelevant
territory. The Subscription Terms and Conditions may vary depending on w jurisdietio potential
investor.

Metro Bank reserves the right to modify the Subscription Terms and Camdifions mjits sole discretion and
reserves the right to withdraw the availability of either or both of the Offer time jn its sole discretion.

By completing and delivering an Application Form in which you i wish to subscribe for or
purchase New Shares, you, as the Qualifying Shareholder or the alifying Shareholder (and, if

you sign the Application Form on behalf of somebody elsg

(@  confirm that you have receive
agree that your applicatio
Articles, the Application
and any other supplement

(b) g your application, neither you nor any person on whose behalf you are applying,
formation or representation in relation to Metro Bank other than the information
ircular (save as permitted in paragraph (c) below) and, accordingly, you agree that

responsible solely or jointly for this Circular, the Supplemental Private Placement
um and any other supplement thereto or to this Circular or any part thereof or involved in
paration thereof shall have any liability for any information other than the information

contained in this Circular;

(c) understand that unless you withdraw your application for Shares prior to 4.00 p.m. on the Payment
Date, you will be deemed to have: (i) read the Private Placement Memorandum, the Supplemental
Private Placement Memorandum and any other supplement thereto or to the Private Placement
Memorandum or to this Circular issued prior to the Payment Date; and (ii) acknowledged that your
investment decision is based upon the Private Placement Memorandum, read together with the
Supplemental Private Placement Memorandum, and any supplements thereto;
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(d)  confirm that in making your application, neither you nor any person on whose behalf you are applying,
are relying on any representation to you, express or implied, with respect to the merits of your decision
to acquire New Shares;

()  acknowledge and agree that this Circular has been, and the Supplemental Private Placement
Memorandum and any other supplement thereto or to this Circular will be, prepared and provided to
you by Metro Bank for your reference and are the sole responsibility of Metro Bank. Accordingly, you
understand and acknowledge that none of Metro Bank’s agents or advisers accept responsibility for or
make any representation or give any warranty, express or implied, with respect to: (i) the accuracy,
reliability or completeness of; (ii) the suitability for your purposes of; or (iii) the reasgnableness of the
grounds on which any assumptions are contained in, any information (including the

Memorandum, the Supplemental Private Placement Memorandum and any other supple thereto or
to this Circular), whether written or oral, provided to you by Metro Bank, the Di
Metro Bank’s agents or advisers in connection with your investment in the Ne and you will
not hold Metro Bank’s agents or advisers responsible or liable for ar’ missta omission
from this Circular or the Supplemental Private Placement Memorand r supplement
thereto or to this Circular;

f understand and acknowledge that any information, whether written or ovided to you by Metro

Bank, the Directors or any of Metro Bank’s agents or advise with your investment in

nec

ncertainty because they relate to future
any of its agents or advisers makes any
ihplied, that any such projections, forecasts or

(9) i either you nor any person on whose behalf you are applying,

(h) i ur application, you have not relied on any information regarding the
rectors contained or included in any press articles or other source of public

acknowledge that no information, whether written or oral, provided to you by Metro
irectors or any of Metro Bank’s agents or advisers in connection with your investment in
Shares shall be deemed to constitute investment advice or a recommendation for you to
1be for the New Shares, or be an assurance or guarantee as to the expected return, or any return,
following the subscription for the New Shares, or advice or representations with regard to your tax
position or that of Metro Bank;

1) understand and acknowledge that none of Metro Bank’s advisers will treat you as their customer by
virtue of your subscription being accepted, or owe you any duties or responsibilities concerning the
price of the New Shares or the suitability for you of the New Shares, or be responsible to you for
providing the protections afforded to their customers. In particular, each of the Private Placement
Advisers and the Co-Private Placement Adviser is acting as private placement adviser in relation to the
placement of New Shares to new investors and providing other assistance to the Company in respect of
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(k)

U]

(m)

Capacity and compliance with laws

(n)

(0)

the Private Placement, but is acting solely for the Company and no-one else in relation to the Private
Placement and in doing so, is not acting as bookrunner or financial adviser to any person in respect of
the Private Placement;

agree that you will not duplicate or furnish copies of this Circular, the Supplemental Private Placement
Memorandum and any other supplement thereto or to this Circular, or divulge any of its contents, to
any person other than your investment, legal or tax adviser (who may use the information contained in
the document solely for purposes related to your investment in Metro Bank);

acknowledge that you have had sufficient opportunity to read this Circular , the Supplemental Private

Placement Memorandum and any other supplement thereto or to this Circular, and a
to have had notice of all information and representations concerning Metro Bank and
contained herein;

Bank’s agents or advisers, other than those statements made as set out in the
Application Form, the Articles and this Circular, the Supplement ate Platement Memorandum

and any other supplement thereto or to this Circular;

applicable law to acquire and hold the
of the Application Form, and that such e
constitute a default under or vi

attorney, and a co

Application For
represent
] for\pe the UK, you are:
1. a person having professional experience in matters relating to investments, being

investment professionals (as defined in Article 19(5) of the Financial Services and
Markets Act 2000 (Financial Promotion) Order 2005 (as amended) (“FPO™));

2. a person falling within Article 49(2)(a) to (d) of the FPO (including high net worth
companies and unincorporated associations); or

3. a person to whom the communication may otherwise lawfully be made and, in each case,
you were not offered the New Shares inside the United States and the Application Form
was not signed by you in the United States;

(if)  for residents of the United States, you:
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(p)

1. are an “accredited investor” as such term is defined in Rule 501(a) of Regulation D
under the Securities Act, and you are acquiring the New Shares for your own account or
for the account of an accredited investor as to which you exercise sole investment
discretion and not with a view to any resale, distribution or other disposition of the New
Shares in violation of United States federal or state securities laws;

2. are aware that the New Shares have not been registered under the Securities Act or any
state securities laws and that the offer and sale of the New Shares to you is being made

in reliance on an exemption from the registration requirements under the Securities Act;

sident in the European Economic Area, you are:

qualified investor” within the meaning of Article 2(1)(e) of the Prospectus Directive
(Directive 2003/71/EC) (as amended by Directive 2010/73/EU); or

a person to whom the communication may otherwise lawfully be made and, in each case,
you were not offered the New Shares inside the United States and the Application Form
was not signed by you in the United States;

represent and warrant that you have made your own independent investigation and assessment of the
legal, accounting, tax, business and other ramifications of acquiring the New Shares, and as to the
condition, financial or otherwise, of the Company and as to any other matter relating thereto or in
connection therewith, and have made or will make your own investment decisions based upon your
own judgement, due diligence and the advice (if any) from such advisers as you have deemed
necessary and, in particular, you and your advisers have read, understand and unconditionally agree to
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take on all the risks included in Part IT (Risk Factors) of Appendix III — Private Placement
Memorandum;

(q)  represent and warrant that you have such knowledge and experience in financial and business matters
that you are capable of evaluating the merits and risks of acquiring New Shares, including the risk of
the total loss of your investment in the New Shares;

n confirm you are aware that: (i) investment in Metro Bank involves a high degree of risk; and (ii) no
governmental agency or regulatory authority has made any finding or determination as to the fairness
for investment by the public in, nor has made any recommendation or endorsement of, the New
Shares;

(s) represent and warrant that you are acquiring the New Shares for your own account have no
intention, arrangement or understanding to distribute the New Shares;

® represent and warrant that, if you are an individual, you are over th.age of the legal
capacity to complete the Application Form;

(u)  represent and warrant that all consents required to be obtained ou andjfall legal requirements
necessary to be complied with or observed by you in order for the atio rm and the allotment

and issuance of New Shares to you to be lawful and valid un e la ny jurisdiction to which

you or your assets are subject have been obtained, compli bserved and the Application

Form shall be, and upon acceptance of the applicatio ank in whole or in part shall

continue to be, enforceable against you in accordan its t

(v)  confirm that you are not party to any 3 ent§HOr arrapgements which would have the effect of
of a concert, deemed holdings or voting power

IT of the FSMA,

making you a “controller” (whether on the b
or otherwise) of Metro Bank for the purpgs

Acceptance of applications

(w) agree to subscribe for the r of Ngw Shares specified in the Application Form (or such lesser

number for which your ccepted by Metro Bank) at the Offer Price under the Offer and,

)

v)

you will f@rfeit your right to subscribe for or purchase New Shares and you indemnify Metro Bank for

any loss associated therewith;

(2) and that Metro Bank reserves the right to reject in whole or part, or to scale down or limit, any
application for New Shares over and above your Offer Entitlements and to scale down your Top-Up
Offer Entitlement to reflect any corresponding scaling down of the Top-Up Offer. Metro Bank may
treat applications as valid and binding even if they are not made in all respects in accordance with the
prescribed instructions and the Application Form and that, if any application is not accepted in full, the
whole or relevant part of any Subscription Amount paid, will be returned to the account, details of
which have been provided by the Qualifying Shareholder to Metro Bank at your own risk and with no

interest payable thereon;
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(aa) agree that, in consideration of Metro Bank agreeing to process and consider your application, your
application cannot be revoked following payment of the Subscription Amount unless Metro Bank
publishes thereafter supplementary disclosure, including by way of: (i) material information in the
prospectus published in connection with Admission that was not included in the Private Placement
Memorandum, the Supplemental Private Placement Memorandum or any supplement thereto; or (ii) a
supplementary prospectus, in which case, you will be allowed, for a period of time, to be notified to
you, to cancel your subscription for Shares in the Offers;

(bb) acknowledge that, without Metro Bank’s consent, you shall not be entitled to renegotiate or avoid your
subscription obligations or have them set aside;

(cc)  acknowledge that you shall not be entitled to assign or transfer your subscription obliga

(dd) acknowledge that to your knowledge there is nothing to prevent you or exclude y
for New Shares following receipt of confirmation of acceptance of your application 1 in part
subject to satisfaction of all relevant conditions;

Share certificates

(ee) subject to receipt of the Subscription Amount, authorise Me ank d share certificate(s) in
accepted by Metro Bank to the

son) named in the Application

respect of the number of New Shares for which your appli
address of the person (or, in the case of joint holders, the
Form and to procure that your name (together with e y other joint subscriber(s)) is/are

placed on the register of Shareholders of Metro Ba respéct @f such New Shares;

(ff)  agree that all documents sent by post to you or 0 of Metro Bank, to the address specified in
the Application Form will be sent at your

Anti-money laundering requifeme

(gg) certify that the informatio
acknowledge and agree that

n in thg/Application Form is true, accurate and complete and you
nk may request from you from time to time such additional

information as it ma necesgary to decide whether to accept or reject your application and you

as may reasonably be requested;

old Metro Bank and its respective agents and advisers harmless and indemnified against any loss
arising from the failure to process your application for New Shares, if such information as has been
required from you has not been provided within the allotted time to the satisfaction of the party
requesting such information;

(jj)  represent that the New Shares are to be purchased with funds that are from legitimate sources in
connection with your regular business activities and which do not constitute the proceeds of criminal
conduct within the meaning given in the Proceeds of Crime Act 2002 in the UK or in any other
applicable anti-money laundering legislation and you agree to provide such further information and
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documentation as may be necessary for identification or other purposes pursuant to such anti-money
laundering legislation;

(kk)  acknowledge that you are: (i) not listed on the OFAC list of specifically designated nationals and
blocked persons; (ii) not otherwise the target of economic sanctions administered by OFAC and (iii)
not acting on behalf of any party that is on the OFAC list of specifically designated nationals and
blocked persons or otherwise the target of economic sanctions administered by OFAC;

(I)  understand and agree that any funds to be returned to you will be returned in Pounds Sterling at your
risk and without deduction (apart from any bank charges) or interest, unless Metro Bank agrees

otherwise, and agree that any definitive document of title and any monies returnal
retained pending clearance of your remittance and the completion of any verification o tity and/or
source of funds required by Metro Bank and/or one of its agents or advisers;

Continuing obligations )

(mm) acknowledge that each representation and warranty contained in_ the tio m or made in
writing by you in connection with the transactions contemplated by th€ Applic orm shall survive
the execution and delivery of the Application Form, the issue and allo t ew Shares to you and

your admission (if you are not already) as a Shareholder;

(nn)  will repeat these undertakings, representations and warra
advisers on submitting your Application Form, on the ]
a er eyidence as Metro Bank and/or one of its

agents or advisers may reasonably requl
warranties;

(00) will notify Metro Bank i
representations and warra
completion of the Offers;

(pp) understand that, if any of the
Subscription Terms
retroactive redempti

ch right so as to result in another person becoming a controller, unless
person from the FCA has been obtained);

(qa) ¢/and comply fully and promptly with the provisions of the Articles while you are

rcise your rights in Metro Bank (whether as a shareholder or otherwise) to procure (so far as you
are able) that full effect is given to the provisions of the Articles;

Indemnity

(rr)  agree to indemnify and hold harmless Metro Bank, the Directors, each of Metro Bank’s agents and
advisers and each of their respective advisers, their affiliates and each other person, if any, who
controls or is controlled by any thereof against any and all loss (including loss of profits, loss of
reputation and consequential loss), liability, claim, damage and expense whatsoever (including, but not
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limited to, any and all expenses and costs (including attorneys’ fees) reasonably incurred in
investigating, preparing or defending against any litigation commenced or threatened or any claim
whatsoever) arising out of or based on:

Q) any false representation or warranty in connection with your Application Form or breach or
failure by you to comply with any covenant or agreement made by you pursuant to the
Application Form;

(i)  any action for securities laws violations instituted against you which is resolved by judgment
against you; or

(iii)  any failure by you to pay the Subscription Amount,

and agree that this indemnity shall apply whether or not Metro Bank, the Directors, ea f Metro
Bank’s agents and advisers or any of their respective advisers, their affiliates an ther
any, who controls or is controlled by any thereof has been negligent or .fault;

(ss) if you are acting as nominee, agent or trustee for a beneficial owner, you a, ree emnify Metro
Bank, the Directors, each of Metro Bank’s agents and advisers andhedch of their respective advisers,
their affiliates and each other person, if any, who controls or is cont d by apty thereof against any

and all loss (including loss of profits, loss of reputation a nseq 1 loss), liability, claim,

and all expenses and costs
(including attorneys’ fees) reasonably incurred in investig
litigation commenced or threatened or any clai soe

er’ authorisation for you to enter into the
Application Form or perform any obligationspursu and agree that this indemnity shall apply

whether or not Metro Bank, the Directors Metro Bank’s agents and advisers or any of their

Single application

(tt)  represent and warran only submitted one Application Form in relation to the Offer, or
that only one Appligation s been submitted on your behalf;

Confidentiality,

tion to your professional advisers, administrators and custodians) or use any Confidential
Information for your own account, except in connection with your investment in Metro Bank or as
otherwise required by any regulatory authority, law or regulation or by legal process. Furthermore, you
agree that you may not reproduce, duplicate or distribute this Circular, any part hereof, the
Supplemental Private Placement Memorandum or any supplement thereto or to the Private Placement
Memorandum or the Application Form to any other person, except your professional advisers;

(vv) acknowledge that Metro Bank, its agents or advisers and any of their respective delegates may present
the Application Form and the information provided in it to such parties (for example, affiliates,
attorneys, auditors, administrators, brokers and regulators) as they deem necessary or advisable to
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facilitate the acceptance (or rejection) and management of your subscription for New Shares.
Furthermore, it is agreed and acknowledged that any of them may be required to disclose such
information to any regulator or other competent governmental or other authority or where otherwise
required by law. You confirm that you understand that any such sharing or disclosure of information
regarding you and/or your investment in the New Shares shall not constitute a breach of any duty or
obligation of confidentiality owed to you by Metro Bank or by any of its agents or advisers and you
consent to such sharing or disclosure of information regarding you or your investment in the New
Shares;

Entire agreement

(ww) understand that these Subscription Terms and Conditions, the Application Form and all d terms,
conditions and covenants shall be deemed to be given to and for the benefit of
and advisers and their respective advisers and their respective successos, permitfe efecutors,

administrators and heirs, provided that, except as specifically contemplated either the

Application Form nor any of the rights, interests or obligationg arisi

Circular and the Application Form set forth the entire agreem ding between the parties

ous discussions, agreements

Choice of law and submission to jurisdic

(xx) pnstitutes your irrevocable submission, in relation to
ental Private Placement Memorandum and any
subscription for the Shares, to the jurisdiction of
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PART VIII
CONVERSION OF B SHARES

The B Shares were granted to management under a management incentive plan established in 2009. B Shares
will convert into Shares on a listing of Metro Bank with an aggregate value at the Offer Price of £21.7
million. This represents the B Shareholders’ entitlement to a pro rata share of the excess over a “hurdle rate”
market capitalisation target of £75 million (being the capitalisation of the Company at the time the shares
were awarded), escalated at 8 per cent. per annum. The B Shares will convert into 916,561 Shares
representing 1.07 per cent. of the issued share capital of Metro Bank on Admission.

This Part VIII (Conversion of B Shares) sets out the conversion process for the B Share
Company, some of which will convert into Shares on Admission in accordance with the prov s of the
Articles.

Trigger for Conversion of B Shares @

Admission will constitute a Realisation Event for the purposes of the Articles apitalisation Value on
the date of Admission is equal to or greater than the Hurdle Price, the conv n proc r the B Shares will
be triggered.

“Capitalisation Value” means the market value of the Company,by re ¢ to Admission, excluding the
proceeds of the Offers. The Capitalisation Value will be determi refergnce to the Offer Price and will,

therefore, be £1,420,984,608.

“Hurdle Price” means the £75 million proceedsiof the pldcing ertaken by the Company in 2010, plus
interest on that amount at a rate of 8 per cent. per ak nded annually on 31 December each year)

from 29 July 2010 until but excluding the date ofiA hich equates to £116,758,372.

the B Shares will convert to Sha ion, with the remainder converting to deferred shares which
will then be cancelled.

ich B Shares will convert to Deferred B Shares (with the balance

B Cap Value

eonvert to Deferred B Shares = Number of B Shares - ——
Price per A Share

. (Capitalisation Value — Hurdle Price)

_ 1 million
59,207,692 +1 million

x (£1,420,984,608 — £116,758,372) = £21,662,120

Capitalisation Value—B Cap Value

Price per A Share =

Number of A Shares

£1,420,984,608-£21,662,120
59,207,692

=£23.634

Price per A Share =

£21,662,120

Number of B Shares that convert to Deferred B Shares = 1 million- 73631

=83,439

From a total of 1 million B Shares, 83,439 will convert to Deferred B Shares and 916,561 will convert to
Shares, and this conversion ratio will be applied pro rata to each holder of B Shares based on their holdings at
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the date of Admission. In accordance with the Articles, the Board may deal with fractional shareholdings as it
sees fit.

Xl
C/Q
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PART IX
SUMMARY OF NEW ARTICLES

It is proposed that the New Articles be adopted conditional upon Admission. The New Articles will be
substantially in the form set out in Appendix II “New Articles” of this Circular and are summarised below in
this Part IX (Summary of New Articles). The final version of the New Articles will be tabled at the General
Meeting.

Shares

(@)  Share rights

The Company may issue shares with such rights or restrictions as determined by gither the any
by ordinary resolution or, if authorised by the Company, the Direcﬂrs. Thef Co y issue
redeemable shares with such terms and conditions as the Directors may determin€.

(b)  Voting rights

Where there is a vote on a show of hands, a Shareholder present at ing in person or by proxy has

one vote. Where there is a poll, a Sharcholder present in pe has one vote for every

restrictions which are given

if any call of other sum due from him to

(c) Variation of rights

(d)  Transfer of Shares

e transferor. The Directors may decline to register any transfer of a
the conditions set out in the articles are complied with. Transfers of
may be effected by means of a relevant system (i.e. CREST) unless the CREST
ide otherwise.

mation about interests in Shares and the recipient of the notice fails to supply the information
within the time specified in it, the Directors may take steps set out in the Articles, including, among
others, preventing the recipient from attending or voting at a Shareholders’ meeting.

) Conditions governing the manner in which annual general meetings and general meetings are called

An annual general meeting shall be held in the six-month period following the Company’s accounting
reference date, at such place or places, date and time as may be decided by the Directors. The Directors
may, whenever they think fit, call a general meeting.
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Notice of general meetings shall include all information required by the Companies Act and shall be
given to all members entitled to receive such notices under the provisions of the Articles. The Board
can specify in the notice of meeting a time by which a person must be entered on the share register in
order to have the right to attend or vote at the meeting. The time specified must not be more than 48
hours before the time fixed for the meeting.

No business other than the appointment of a chairman shall be transacted at any general meeting,
unless a quorum is present at the time when the meeting proceeds to business. Two members present in
person or by proxy shall constitute a quorum.

to facilitate the
place such

The Directors may decide that a general meeting shall be held at two or more locatio,
administration of such meeting or may require attendees to submit to searches or p
arrangements or restrictions as they think fit to ensure the safety and security of attendees general
meeting.

Directors
@)  General powers

The Directors shall manage the business and affairs of the C ny a y exercise all powers of

the Company other than those that are required by the Compafiies r by the Articles to be exercised

by the Company at a general meeting.

(b)  Number of Directors

The Directors shall not be less than two’o re 12_ifi'number, save that the Company may, by
ordinary resolution, from time to time m um number and/or maximum number of
Directors.

(c)  Share qualification
The Directors are not requi hold ai ares.

(d)  Directors’fees

B

Directors’ fees are

million per annu e or such higher amount as may from time to time be determined by

archolders. Directors who hold any executive office, or who serve on any

Directors may determine.

Directorsjretirement

irector shall retire at the annual general meeting held in the third calendar year initially
following listing and subsequently, or for Directors appointed after listing, at the annual general
meeting held in the third calendar year following the year in which he was elected or last re-elected by
the Company. Any Director who retires at an annual general meeting may offer himself for re-
appointment by the Shareholders. In accordance with the Code, it is anticipated that each Director will
be subject to annual election by Shareholders.
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(f Removal of a Director by resolution of Company

The Company may, by ordinary resolution of which special notice is given, remove any Director
before the expiration of his period of office in accordance with the Companies Act, and elect another
person in place of a Director so removed from office.

(9)  Proceedings of the Board

The Board can decide when and where to have meetings and how they will be conducted. If no other
quorum is fixed by the Board, two Directors constitute a quorum. A Board meeting at which a quorum
is present can exercise all the powers and discretions of the Board. The Board can appoint and remove

any Director as chairman or as deputy chairman. Matters will be decided by a maj vote. If votes

are equal, the Chairman shall be entitled to a casting vote.

The Directors may delegate any of their powers or discretions, including those in
of remuneration or the conferring of any other benefit to the Directo' to suc S ommittee
and in such manner as they think fit.

()  Directors’interests

In accordance with the Companies Act 2006, the Directors have the p tg)authorise matters giving
rise to a breach of each Director’s duty to avoid a situation in

e has‘an interest that conflicts (or
might conflict) with the interests of the Company. The A e process through which this
authorisation can be granted, as well as an exhaustivegi y permissible interests for which

specific authorisation is not required.

(i) Restrictions on voting

dent

)

If a Directpr obtains (otherwise than through his position as a Director) information that is confidential
to a third party, the Director will not be obliged to disclose that information to the Company, or to use
e information in relation to the Company’s affairs, where to do so would amount to a breach
confidence.

(k)  Borrowing powers

The Directors may exercise all the powers of the Company to borrow money, mortgage or charge all or
any part or parts of its undertaking, property and uncalled capital, and issue debentures and other
securities whether outright or as collateral security for any debt, liability or obligation of the Company
or of any third party.
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() Directors’ liabilities

As far as the Companies Act allows this, the Company can indemnify any Director or former Director
of the Company or of any associated company against any liability and can purchase and maintain
insurance against any liability for any Director or former Director of the Company or of any associated
company.

Dividends

The Company may, by ordinary resolution, declare final dividends to be paid to the Shareholders. However,
no dividend shall be declared, unless it has been recommended by the Directors and d

amount recommended by the Directors. The Directors may also pay interim dividends in a ts and on
dates and periods as they think fit.

<l
C/O
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PART X
DEFINITIONS

The following definitions apply throughout this Circular and the Application Form, unless the context
requires otherwise:

Admission the admission of the Shares to listing on the Official List of the UK
Financial Services Authority and to trading on the main market for listed
securities of the London Stock Exchange plc.

Application Form the application form which accompanies this Circular for in connection

with the Offers.

Articles the articles of association of Metro Bank, as amended or ze
time to time.

Business Day a day (other than a public holiday) on which banks are go open for
business in the UK and the U.S.

Circular this circular, including its appendices.

Closing Date 29 February 2016 or such later date Boa y in its absolute
discretion determine.

Companies Act the Companies Act 2006.

Directors or Board the directors of

Existing Shares Shares held b Record Date.

FCA the UK Financj uthority.

FSMA ancial arkets Act 2000

General Meeting eeting of the Company to be held at One Southampton Row,

A, London at 12 noon on 22 February 2016.

Metro Bank or the C.

Company

New Shares S to be issued pursuant to the Offers.

OFAC e U.S. Office of Foreign Assets Control.

Offer the offer to Qualifying Shareholders to subscribe for New Shares up to an
aggregate total of 20,833,333 New Shares at the Offer Price on the terms

and subject to the Subscription Terms and Conditions and the Application

Form.

the entitlement of each Qualifying Shareholder to subscribe for 0.35 New
Shares for every one existing Share held by such Qualifying Shareholder
on the Record Date, pursuant to the Offer.

Offer Entitlements the Offer Entitlement and Top-Up Offer Entitlement.

Offer Period the period starting on the Opening Date and ending on the Payment Date
(inclusive).

Offer Price £24 per Share.

Offers the Offer and the Top-Up Offer.

Opening Date 27 January 2016, being the first day on which completed Application
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Payment Date

Pounds Sterling or £

Private Placement
Memorandum

PRA
Qualifying Shareholders

Record Date

Registrar

Shareholders

Shares

Subscription Account

Subscription Amount

Subscription Terms an

Transaction

UK

Forms will be accepted by Metro Bank.

4.00 p.m. (London time) on 22 February 2016 or such later date as the
Board may in its absolute discretion determine.

the lawful currency for the time being of the UK.

the private placement memorandum dated 26 January 2016 set out in
Appendix 11l — Private Placement Memorandum.

the UK Prudential Regulatory Authority.

holders of A Shares on the Company’s register of members on the Record
Date.

Close of business on 22 January 2016.

the Company’s registrar Equiniti Limited at Aspect Ho encer d,
West Sussex BN99 6DA, United Kingdom. o

the person(s) who are registered as holders(s) o 'me to time.

A Ordinary Shares of 0.0001 pence each e capi
which, conditional on and from Admission,

the bank account with the follo
Account Name: METRO B
Account Number: 1084

theg/terms and conditions of the Offers set out in Part VII Subscription
erms and Conditions.

the supplement to the Private Placement Memorandum to be published on
or around 16 February 2016.

an offer to Qualifying Shareholders to subscribe for additional New Shares
up to an aggregate total of 4,166,666 New Shares.

the entitlement of each Qualifying Shareholder to subscribe for up to 0.07
New Shares for every one existing Share held by such Qualifying
Shareholder on the Record Date, pursuant to the Top-Up Offer (subject to
the final size of the Top-Up Offer).

the Offers and Admission.
the United Kingdom of Great Britain and Northern Ireland.
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Uncertificated Securities the Uncertificated Securities Regulations 2001.
Regulations

U.S. or United States the United States of America, its territories and possessions, and the states
of the United States and the District of Columbia.

Xl
C/O
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APPENDIX I
NOTICE OF GENERAL MEETING

ETRO
BANK

METRO BANK PLC

(A public limited company incorporated in England and Wales
on 6 November 2007 with registration number 6419578)

NOTICE OF GENERAL MEETING

NOTICE IS HEREBY GIVEN that a GENERAL MEETING of Metr M“Company”) will
be held at One Southampton Row, London WC1B 5HA, London on
and, if thought fit, pass the following resolutions.

brua; 6 at 12 noon to consider

To resolve as a special resolution:

THAT the Transaction (as defined and describg@ i lar i8suéd by the Company dated 26 January
2016 (the “Circular”) be approved and that: (i) theidi Company (the “Directors”) be generally

agreements to allot shares or gra sciibegshares or convert any securities into shares up to an

aggregate nominal amount of £3 ¢ Offers (as defined in the Circular), which authority shall be
in addition to the existing authorit tained e Company’s articles of association (the “Articles”); (ii)
the Directors be generally and uncon ally authorised to allot such shares as if Section 561(1) of the Act
did not apply to any such all the procedural steps for the implementation of the Transaction as
set out in the Circular bg, that this approval take effect as an amendment to the Articles to the
extent that there is any 1 sistency between the requirements of the Articles and the terms of the

Transaction as setOu

1es of the London Stock Exchange plc (“Admission”) having occurred, the articles of association
of the Company tabled at this meeting be approved and be adopted as the articles of association of the
Company in substitution for, and to the exclusion of, the Articles and the Company’s A Ordinary Shares be
redesignated as ordinary shares having the rights attached to them as set out in such new articles of
association.

To resolve as an ordinary resolution:

THAT, subject to and conditional upon Admission having occurred, in place of any existing authority
conferred upon them for the purpose of Section 551 of the Act, the Directors be generally and unconditionally
authorised pursuant to and in accordance with Section 551 of the Act to exercise all powers of the Company

44



to allot and to make offers or agreements to allot shares or grant rights to subscribe shares or convert any
securities into shares:

() up to an aggregate nominal amount of £28.37; and

(i)  up to a further aggregate nominal amount of £28.37 in connection with an offer by way of a rights
issue.

Provided that this authority shall (unless previously revoked or renewed) expire on 21 February 2021 but so
that the Company may, before such expiry, make an offer or agreement which would or might require shares
to be allotted or rights to subscribe for or to convert any security into shares to be granted after such expiry

and the Directors may allot shares or grant rights to subscribe for or convert securi into shares in

pursuance of such offer or agreement as if the authority had not expired.
For the purposes of this Resolution and Resolution 4, ‘rights issue’ means an offer to:
(@)  ordinary shareholders in proportion (as nearly as may be practicable) t(,neir exl

(b)  people who are holders of other equity securities if this is requiredyby

if the Directors consider it necessary, as permitted by the rights of t

to subscribe further securities by means of the issue of a renouncea
which may be traded for a period before payment for the securiti t subject in both cases to such
exclusions or other arrangements as the Directors may deem néc
shares, fractional entitlements, record dates or legal, regul
any territory.

To resolve as a special resolution:

THAT, subject to and conditional up
allotments of equity securities (as

(i) pursuant to the authority
treasury pursuant to Sectio

@) in connection re-e

(b)  otherwise in confiection with a pre-emptive offer, up to an aggregate nominal amount of

0rity given by paragraph (ii) of Resolution 3 in connection with a rights issue,

e Act did not apply to any such allotment, and such power shall (unless previously
rgvoked or renewed) expire on 21 February 2021, save that the said power shall permit the Company to make
into an agreement before the expiry of such power which would or might require equity
allotted after such expiry and the Directors may allot equity securities in pursuance of such
offer or agreement as if such power conferred had not expired. For the purposes of this Resolution, the
nominal amount of any securities shall be taken to be, in the case of rights to subscribe for or convert any
securities into shares of the Company, the nominal amount of such shares which may be allotted pursuant to
such rights.

For the purposes of this Resolution: “pre-emptive offer” means an offer of equity securities open for
acceptance for a period fixed by the Directors to (a) holders (other than the Company) on the register on a
record date fixed by the Directors of ordinary shares in proportion to their respective holdings and (b) other
persons so entitled by virtue of the rights attaching to any other equity securities held by them, but subject in
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both cases to such exclusions or other arrangements as the Directors may deem necessary or expedient in
relation to treasury shares, fractional entitlements, record dates or legal, regulatory or practical problems in, or
under the laws of, any territory.

To resolve as a special resolution:

THAT, subject to and conditional upon Admission having occurred, the Company be generally and
unconditionally authorised for the purposes of Section 701 of the Act, to make one or more market purchases
(within the meaning of Section 693(4) of the Act) of Shares, subject to the following restrictions and
provisions:

Q) the maximum number of Shares authorised to be purchased is the number equal to
Company’s issued share capital at Admission;

(if)  the minimum price, exclusive of any expenses, which may be paid for a Share is Q000
(iii)  the maximum price, exclusive of any expenses, which may be paid for ,Share sha

ations for Shares

(@)  an amount equal to 5 per cent. above the average of the quo

taken from the London Stock Exchange Daily Official t for t 1ve business days

(b)  the higher of the price of the last independent trade est current independent bid on
the London Stock Exchange Daily Official List at e purchase is carried out; and

(iv)  the authority hereby conferred shall expire,on 21 F 2 xcept that the Company may make a

contract to purchase Shares under this af

city before such authority expires, which will or may be

executed wholly or partly after the expi ch ty, and may make purchases of Shares in

pursuance of any such contract as if such ad not expired).

To resolve as a special resolutio

THAT, subject to and conditiona
general meeting may be called on flo

Adm having occurred, a general meeting other than the annual

than 14 clear days’ notice.

By order of the Board,

Michael Brierley
Company Secretary

26 January 2016
Registered office:

One Southampton Row
London

WCIB 5SHA

United Kingdom
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Notes

A member entitled to attend and vote at the General Meeting convened by the above Notice of Meeting
is entitled to appoint another person as his proxy to exercise all or any of his rights to attend and to
speak and vote at the General Meeting. A proxy need not be a member of the Company. A member
may appoint more than one proxy in relation to the General Meeting provided that each proxy is
appointed to exercise the rights attached to a different share or shares held by that member.

A form of proxy is enclosed. The appointment of a proxy will not prevent a member from subsequently
attending and voting at the meeting in person.

To appoint a proxy, the form of proxy and any power of attorney or other authorit
executed (or a duly certified copy of any such power or authority) must be returned to Company
Secretary at Metro Bank PLC, One Southampton Row, London WCIB 5H i
shareholderproxy@metrobank.plc.uk.

In the case of joint holders, the vote of the senior holder who tenders a vate whe person or by
proxy shall be accepted to the exclusion of the votes of the other joing Ho and,*for this purpose,
seniority shall be determined by the order in which the names stan the reg of members of the

Company in respect of the relevant joint holding.

The right to appoint a proxy does not apply to persons who 1d on their behalf by another

person and who have been nominated to receive commun the Company in accordance

with Section 146 of the Act (“nominated persons} ina ersons may have a right under an

hares eir bghalf to be appointed (or to have someone
else appointed) as a proxy. Alternatively, i i s do not have such a right, or do not wish

to exercise it, they may have a right under, greement to give instructions to the person holding

t general meetings of the Company.

mber cap’appoint one or more corporate representatives who may
rs,as a member, provided that they do not do so in relation to the

ents (including the enclosed form or proxy) to communicate with the Company for any purposes
other than those expressly stated.
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APPENDIX II
NEW ARTICLES

COMPANY NUMBER: 6419578

The Companies Act 2006

Company Limited by Shares

\ g

ARTICLES OF ASSOLIATI

ebruary 2016
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The Companies Act 2006
Company Limited by Shares
Articles of Association
adopted by special resolution passed on February 2016

of

Metro Bank PLC
(the “Company”)

Preliminary
Default Articles not to apply ’
Neither the regulations in The Companies (Model Articles) la r Table Ain
The Companies (Tables A to F) Regulations 1985 nor any er es or regulations
prescribing forms of articles which may apply to co un egislation or any

former enactment relating to companies shall appl he C ny.

Interpretation

In these Atrticles (if not inconsistent wi t or Eontext) the provisions of this Article

2 apply:

“address” 285 or number (including, in the case of any
oxy Instruction, an identification number of

nt in the relevant system) used for the purposes of

ar
senging Of receiving notices, documents or information by
lect®@nic means and/or by means of a website;
“Annual Ge eeting” ans a general meeting held as the Company’s annual
general meeting in accordance with Section 336 of the

Companies Act 2006;

“Board” means the board of Directors from time to time of the
Company;

\' means a week day (not including Saturday) on which banks
are open for normal business in England;

“clear days” means a period of notice of the specified length excluding
the day of the meeting and the day on which the notice is
given or deemed to be given;

“Companies Acts shall have the same meaning as in Section 2 of the

Companies Act 2006 in so far as they apply to the Company;

“Company shall have the same meaning as in Section 1143 of the
Communications Companies Act 2006;
Provisions”




“CREST Regulations” means The Uncertificated Securities Regulations 2001;
“Directors” means the directors of the Company;

“electronic form” shall have the same meaning as in the Company
Communications Provisions;

“electronic means” shall have the same meaning as in the Company
Communications Provisions;

“General Meeting” means any general meeting of the Company, including any
general meeting held as the Company’s Annual General
Meeting;

"Group Company" means any of the Company and its subsidi
for the time being;

ndertakings

“hard copy form” shall have the same meaning as in the
Communications Provisions;

“in writing” means written or produced
(including anything in electr
partly another;
“Legislation” means the Compani REST Regulations and

eing in force concerning

“London Stock

Exchange”

“‘month”

“Office” ered office of the Company from time to

“Operator” Euroclear UK & Ireland Limited or such other person
may from time to time be approved by H.M. Treasury as
erator under the CREST Regulations;

“Operator $ means a properly authenticated dematerialised instruction

attributable to the Operator;

means paid or credited as paid, including, for the avoidance
of doubt, any premium;

in relation to a share means a person entitled to that share
by reason of the death or bankruptcy of a member or
otherwise by operation of law;

“‘Register” means the register of members of the Company;

“relevant system’ means a computer-based system, and procedures, which
enable title to units of a security to be evidenced and
transferred without a written instrument pursuant to the

CREST Regulations;

“Seal’ means the common seal of the Company;
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“Secretary” means the secretary of the Company and any person
appointed by the Directors to perform any of the duties of the
secretary including, but not limited to, a joint, assistant or
deputy secretary;

“Securities Seal” means an official seal kept by the Company for sealing
securities issued by the Company, or for sealing documents
creating or evidencing securities so issued, as permitted by
the Companies Acts;

“these Articles” means these Articles of Association as from time to time
altered;

“Transfer Office” means the place where the Register is situatel from time to
time;

“Uncertificated Proxy means a properly authenticated dema

Instruction” and/or other instruction or notifi€ation,
relevant system to a partici i ng on
behalf of the Company as th
such form and subject to ditions as may
from time to time be pr ctors (subject
always to the facilitie ents of the relevant
system);

“UK Listing Authority” uthority in its capacity as
ty fogefficial listing under Part VI of the

arkets Act 2000;

“United Kingdom” ingdom of Great Britain and Northern

uyear”

24 The words "including" and "include" and words of similar effect shall not be deemed to limit
the general effect of the words which precede them.

25 References to any statute or statutory provision shall be construed as relating to any
statutory modification or re-enactment thereof for the time being in force (whether coming
into force before or after the date of adoption of these Articles).

2.6 References to a share (or to a holding of shares) being in certificated or uncertificated form
are references, respectively, to that share being a certificated or an uncertificated unit of a
security for the purposes of the CREST Regulations.
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2.7

2.8

29

4.2

Subject to Article 28.2, the provisions of these Articles relating to General Meetings and to
the proceedings at such meetings shall apply to separate meetings of a class of
shareholders.

References to a person being present at a General Meeting include a person present by
corporate representative.

Except as provided above, any words or expressions defined in the Companies Acts or the
CREST Regulations shall (if not inconsistent with the subject or context) bear the same
meanings in these Articles.

Liability of members

The liability of each member is limited to the amount (if any) for the time B@ing unpaid on
the shares held by that member.

Shares ’

Shares and special rights

Without prejudice to any rights attached to any existi res\the pany may issue
shares with such rights or restrictions as determi the®*€ompany by ordinary
resolution or, if the Company passes a resolution to s i em, the Directors.

redeemed at the option of the Comp
terms, conditions and manner of re

d the Directors may determine the
shares.

Commissions on is

Subject to the Legislatio
subscribes or agree

ay pay a commission to any person who (i)
shares or (ii) procures or agrees to procure
either conditionally or unconditionally. Such payment

ny

6
By special resolution reduce its share capital, share premium account,
ption reserve or redenomination reserve in any way permitted by the
7 Fractions arising on consolidation or subdivision
7.1 Whenever as a result of a subdivision or consolidation of shares any members would
become entitled to fractions of a share, the Directors may:
7.1.1  sell the shares representing the fractions for the best price reasonably obtainable
to any person (including, subject to the provisions of the Legislation, the
Company);
7.1.2  distribute the net proceeds of sale in due proportion among those members; and
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7.2

7.3

7.4

8.2

8.3

7.1.3 authorise any person to execute an instrument to transfer the shares to the
purchaser or its nominee.

The transferee of the shares has no obligation to ensure that the purchase money is
distributed in accordance with this Article 7.

The transferee’s title to the shares shall not be affected by any irregularity in or invalidity of
the sale proceedings.

Where any member’s entitlement to a portion of the proceeds of sale amounts to less than
a minimum figure determined by the Directors, that member’s portion may at the Directors’
discretion be distributed to an organisation which is a charity for the purposes of the law of
England and Wales.

Capitalisation of profits and reserves

If so authorised by an ordinary resolution, the Directors may‘

8.1.1 capitalise any sum standing to the credit of any ofjthe C any’ e'accounts
(including any share premium account, capita em ve or other
undistributable reserve); and

8.1.2 capitalise any sum standing to the credit o account that is not
required for payment of any preferential divi

Unless the ordinary resolution pass

d in agte 1Ce W rticle 8.1 states otherwise the
Directors shall set aside such capita

8.2.1  for the holders of ordinary s ti bers”); and

8.2.2 in proportion to shares held by them on the date that the
resolution is pas i
or calculated in ith such resolution, or in such other proportions as
stated, or fixe i

italised sum in paying up new ordinary shares (or,
iously conferred on any shares or class of shares, new

rdinary shares held by it as treasury shares shall be included in determining
the proportions in which the capitalised sum is set aside.

8.4 To the extent a capitalised sum is appropriated from profits available for distribution it may
also be applied:
8.4.1 in or towards paying up any amounts unpaid on existing shares held by the entitled
members; or
8.4.2 in paying up new debentures of the Company which are then allotted credited as
fully paid to the entitled members or as they may direct; or
8.43 a combination of the two.
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8.5 The Directors may:

8.5.1 make such provisions as they think fit for any fractional entitlements which might
arise on a capitalisation (including to disregard fractional entitlements or for the
benefit of them to accrue to the Company); and

8.5.2  authorise any person to enter into an agreement with the Company on behalf of all
of the entitled members in relation to the issue of shares or debentures pursuant to
this Article 8. Any agreement made under such authority shall be binding on the
entitled members.

9 Only absolute interests recognised

Except as required by law and these Articles, the Company is not obliged
person as holding any share upon any trust nor any other right in respect ny share,
except the holder’s absolute right to the share and the rights attachin

Share Certificates

10 Issue of share certificates

10.1 The Company shall issue a share certificate to evegglgerso 0s me is entered in the
Register in respect of shares in certificated form, e t whe e Legislation allows the
Company not to issue a certificate.

10.2 Subject to Article 12, the Company shalhi e céftificates without charge.

10.3 The Company shall issue c%ificat it prescribed by the Legislation or, if
ns of the shares or under which they were

104 al persons, the Company is not required to issue

10.5 ifi in respect of one class of shares only. If a member holds more

11

111 ertificate shall be executed by the Company by affixing the Seal or the
eal (or, in the case of shares on a branch register, an official seal for use in the
relevant territory) or otherwise in any manner permitted by the Legislation.

11.2 Every share certificate shall specify the number and class of shares to which it relates, the
nominal value of those shares, the amount paid up on them and any distinguishing
numbers assigned to them.

12 Replacement of share certificates

12.1 A member who has separate certificates in respect of shares of one class may request in
writing that it be replaced with a consolidated certificate. The Company may comply with
such request at its discretion.
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12.2 A member who has a consolidated share certificate may request in writing that it be
replaced with two or more separate certificates representing the shares in such proportions
as the member may specify. The Company may comply with such request at its discretion.

12.3 If a share certificate is damaged or defaced or alleged to have been lost, stolen or
destroyed, the member shall be issued a new certificate representing the same shares
upon request.

12.4 No new certificate will be issued pursuant to this Article 12 unless the relevant member
has:

12.4.1 first delivered the old certificate or certificates to the Company for cancellation; or

12.4.2 complied with such conditions as to evidence and indemnity as
think fit; and

Directors may

@ Article 12

the Company must issue

12.4.3 paid such reasonable fee as the Directors may decide.
12.5 In the case of shares held jointly by several persons, any req&s urstiag
may be made by any one of the joint holders.
13 Consolidated and balance share certificates

13.1 If a member’s holding of shares of a particular cl crea
that member with either:

13.1.1 a consolidated certificate i
member; or

es of that class held by that

13.1.2 a separate certificaw'n resy ber of shares of that class by which
that member’s hglding has i

are certificate are transferred, or the member’s
ced, the Company shall issue a new certificate for

13.2 If some only of the shares
holding of those shares is ot
the balance of such

13.3 No new certificate be iss pursuant to this Article 13 unless the relevant member

Shares not held in Certificated Form

14 Uncertificated shares
14.1 In this Article 14, “the relevant rules” means:

14.1.1 any applicable provision of the Legislation about the holding, evidencing of title to,
or transfer of shares other than in certificated form; and
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14.2
14.3

14.4

145

14.6

14.7

14.8

14.9

14.10

14.1.2 any applicable legislation, rules or other arrangements made under or by virtue of
such provision.

The provisions of this Article 14 have effect subject to the relevant rules.

To the extent any provision of the Articles is inconsistent with the applicable relevant rules
it must be disregarded.

Any share or class of shares of the Company may be issued or held on such terms, or in
such a way, that:

14.4.1 title to it or them is not, or must not be, evidenced by a certificate; or

14.4.2 it or they may or must be transferred wholly or partly without a ¢

The Directors have power to take such steps as they think fit in relation to:

1451 the evidencing of and transfer of title to uncertificated
connection with the issue of such shares);

14.5.2 any records relating to the holding of uncertificate
14.5.3 the conversion of certificated shares into uncertifica ares!

14.5.4 the conversion of uncertificated shares into

14.6.1 if it is uncertificated, to be cq

14.6.2 if it is certificated, to be convertedhi ifieated form,

If:

14.7.1 the Articles give th wer to take action, or require other persons to take
er or otherwise dispose of shares; and

14.7.2 ifi subject to that power, but the power is expressed in terms

e such action as is necessary or expedient to achieve the same
J that power in relation to uncertificated shares.

may take such action as they consider appropriate to achieve the sale,
sal, forfeiture, re-allotment or surrender of an uncertificated share or
enforce a lien in respect of it. This may include converting such share to
certificated form.

Unless the Directors resolve otherwise, shares which a member holds in uncertificated
form must be treated as separate holdings from any shares which that member holds in
certificated form.

A class of shares must not be treated as two classes simply because some shares of that
class are held in certificated form and others are held in uncertificated form.
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Calls on Shares

15 Sums due on shares

15.1 For the purposes of these Articles, any sum (whether on account of the nominal value of
the share or by way of premium) which by the terms of allotment of a share becomes
payable upon allotment, or at any fixed date, shall be deemed to be a call duly made and
payable on the date on which it is payable.

15.2 In case of non-payment, all the relevant provisions of these Articles as to payment of
interest and expenses, forfeiture or otherwise shall apply as if such sum had become
payable by virtue of a call duly made and notified.

16 Power to differentiate between holders

On the allotment of shares, the Directors may provide that the am 0 S paid
on those shares and the times of payment are different diffegent of those
shares.

17 Calls

17.1 Subject to the terms of allotment of the sharesgtfie Dir rs y make a “call’” by
tis

requiring a member to pay to the Company any mon a able on the shares such
member holds as at the date of the call.

17.2 Acall shall be deemed to have been imeWhen the resolution of the Directors
authorising the call was passed.

17.3 Notice of a call must b

aember and may specify the time or times

17.4

17.5 the amount called on such member’s shares at the

17.6 br partly revoked or postponed at any time before payment of it is

18

18.1 ers of a share shall be jointly and severally liable to pay all calls in respect of

such share.

18.2 A person on whom a call is made remains liable for the call notwithstanding the
subsequent transfer of the shares in respect of which the call was made.

19 Interest on overdue amounts

19.1 If a sum called in respect of a share is not paid by the time it is due for payment, the
member from whom the sum is due shall pay interest on the sum from the time payment
was due to the time of actual payment at such rate as the Directors may reasonably decide
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19.2

19.3

20
20.1

20.2

20.3

20.4

21
21.1

21.2

and shall pay all expenses that may have been incurred by the Company be reason of
such non-payment.

The Directors may waive payment of such interest or expenses wholly or in part at their
discretion.

No dividend or other payment or distribution in respect of any share in relation to which the
call remains unpaid shall be paid or distributed and no other rights which would otherwise
normally be exercisable in accordance with these Articles may be exercised by a holder of
any share so long as any such sum or any interest or expenses payable in accordance
with this Article in relation thereto remains due

Payment of calls in advance

ccount of
ai n the
t, as they

Any member may pay to the Company all or any part of the amount (wh
the nominal value of the shares or by way of premium) uncalled
shares held by such member. The Directors may accept o use
think fit.

Any payment in advance of calls shall, to the extent o
liability upon the shares in respect of which it is made.

bsequently declared in
would, but for such payment,

such advance become ate, as the as the Directors may reasonably
decide.

The notice shall state:

21.2.1 a date (not being less than 10 Business Days from the date of service of the
notice) on or before which the payment is to be made;

21.2.2 the place where the payment is to be made; and

21.2.3 that in the event of non-payment the shares on which the call has been made will
be liable to be forfeited.
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22 Forfeiture for non-compliance

22.1 If the requirements of any notice given pursuant to Article 21 are not complied with and any
calls and/or interest and/or expenses due in respect of such share remain unpaid, any
share in respect of which such notice has been given may be forfeited by a resolution of
the Directors to that effect.

22.2  Such forfeiture shall include all dividends declared in respect of the forfeited share and not
actually paid before forfeiture.

22.3 The Directors may accept a surrender of any share liable to be forfeited pursuant to this
Article 22.

22.4 Forfeiture shall be deemed to occur at the time of the said resolution of th

23 Disposal of forfeited shares

23.1 A share forfeited or surrendered shall become the property’f the

23.2 At any time before a sale, re-allotment or dispo
cancelled on such terms as the Directors think fit.

23.3 The Directors may authorise any
pursuant to this Article 23 and ma
transferred shares in the register
being lodged in respect t

24

24.1

shares held in certificated form, surrender to the Company for
2 certificate for such shares;

liable to pay to the Company all moneys which at the date of forfeiture or
er were payable by such person to the Company in respect of the shares
her with interest on such sum at such rate as the Directors may reasonably
decide from the date of forfeiture or surrender until the date of actual payment.

24.2 The Directors may at their absolute discretion enforce payment without any allowance for
the value of the shares at the time of forfeiture or surrender or for any consideration
received on their disposal. They may also waive payment in whole or in part.

25 Lien on partly-paid shares

25.1 The Company shall have a lien on every share that is not fully-paid for all moneys in
respect of the share’s nominal value, or any premium at which it was issued, that have not
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25.2

25.3

26
26.1

26.2

26.3

26.4

26.5

26.6

been paid to the Company and are payable immediately or at a fixed time in the future,
whether or not a call has been made on such sums.

The Company’s lien over a share takes priority over the rights of any third party and
extends to any dividends or other sums payable by the Company in respect of that share
(including any sale proceeds if that share is sold by the Company pursuant to these
Articles).

The Directors may waive any lien which has arisen and may resolve that any share shall
be exempt wholly or partially from the provisions of this Article 25 for such period as the
Directors decide.

Sale of shares subject to lien

The Company may sell, in such manner as the Directors decide, any share espect of
which an enforcement notice has been given if that notice has not be iedWi

An enforcement notice:

26.2.1 may only be given if a sum in respect of which th ne i nd has not
been paid;
26.2.2 must specify the share concerned;
26.2.3 must require payment of the sum due a not 1eS8 than 10 Business Days
from the date of the notice;
26.2.4 must be addressed to the holde on entitled to, that share; and
O S e share if the notice is not complied

must give notice of the Co@any’s
with.

For the purpose of giving ale, the Directors may authorise any person
to transfer the shares sol ser or its nominee and an instrument of transfer
effective as if it had been executed by the holder of, or

lien exists, to the extent that amount was due on the date of the enforcement
notice; and

26.6.2 secondly, to the person entitled to the shares immediately prior to the sale,
provided that:

0] that person has first delivered the certificate or certificates in respect of the
shares sold to the Company for cancellation or complied with such
conditions as to evidence and indemnity as the Directors may think fit; and

(ii) the Company shall have a lien over such proceeds (equivalent to that
which existed upon the shares prior to the sale) in respect of sums which
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become or became due after the date of the enforcement notice in respect
of the shares sold.

26.7 The transferee of the shares has no obligation to ensure that the purchase money is
distributed in accordance with the Articles

26.8 The transferee’s title to the shares shall not be affected by any irregularity in or invalidity of
the forfeiture, surrender or sale proceedings.

26.9 Neither the Company nor any of its officers or agents shall be liable for any shortfall or
alleged shortfall in the sale proceeds.

27 Evidence of forfeiture

A statutory declaration that the declarant is a Director or the Secretary a at a share
has been duly forfeited or surrendered or sold to satisfy a lien of the
stated in the declaration shall be conclusive evidence of the i st all
persons claiming to be entitled to the share. Subject to compli transfer
formalities required by the Articles or by law, such declar algood title to
the share.

Variation of Righ

28 Manner of variation of rights

28.1 Whenever the share capital of the CG
special rights attached to any class

dediihto different classes of shares, the
ogated:

28.1.1 with the consent4
value of the iss

of not less than three-quarters in nominal

shares; or
28.1.2 with the sa ecial¥resolution passed at a separate meeting of the
holders of ass (but not otherwise),

and may be ar brogated either whilst the Company is a going concern or during

28.2 isi gse Articles relating to General Meetings and to the proceedings at
apply to separate meetings of a class of shareholders (with only such
necessary), except that:

cessary quorum at a separate meeting shall be two persons at least, holding
representing by proxy at least one-third in nominal value of the issued shares of
the class;

28.2.2 at any adjourned meeting any holder of shares of the class present in person or by
proxy shall be a quorum,;

28.2.3 any holder of shares of the class present in person or by proxy may demand a poll;

28.2.4 every such holder shall on a poll have one vote for every share of the class held by
the holder; and
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28.3

29

29.1

29.2

30
30.1

30.2

30.3

30.4
30.5

31
31.1

31.2

28.2.5 if a meeting is adjourned for any reason including a lack of quorum, the adjourned
meeting may be held less than ten clear days after the original meeting
notwithstanding Article 43.2.

The provisions of this Article 28 shall apply to the variation or abrogation of the special
rights attached to some only of the shares of any class as if each group of shares of the
class differently treated form a separate class the special rights of which are to be varied.

Matters not constituting variation of rights

The special rights attached to any class of shares having preferential rights shall not,
unless otherwise expressly provided by their terms of issue, be deemed to be varied by:

the creation or issue of further shares ranking, as regards participation he profits or
assets of the Company, in some or all respects equally with them but in espect in
priority to them; or

the purchase or redemption by the Company of any of its own share

Transfer of Shares

Form of transfer

All transfers of shares which are in certificat e effeécted by transfer in writing
in any usual or common form or in apy othe ptable to the Directors.

on behalf of the transferor and, if any of
the shares are not fully-pai he transferee.

The transferor shall re a¥shares concerned until the name of the

All transfers of s
relevant system

uncertificated form shall be effected by means of a
T Regulations provide otherwise.

The Directors ine to register any transfer of shares in certificated form unless:

11 trument of transfer is in respect of only one class of share;

strument of transfer is lodged (duly stamped if required) at the Transfer Office
accompanied by the relevant share certificate(s) or such other evidence as the
Directors may reasonably require to show the right of the transferor to make the
transfer or, if the instrument of transfer is executed by some other person on the
transferor’s behalf, the authority of that person to do so; and

31.1.3 itis fully paid.

The Directors may also refuse to register an allotment or transfer of shares (whether fully
paid or not) in favour of more than four persons jointly.
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32

33

34
34.1

34.2

35
35.1

35.2

No fee on registration

No fee will be charged by the Company in respect of the registration of any transfer or
other document relating to or affecting the title to any shares or otherwise for making any
entry in the Register affecting the title to any shares.

Branch register

If the Company transacts business in a country or territory referred to in Section 129 of the
Companies Act 2006, it may arrange for a branch register of the members resident in that
country or territory to be kept there.

Transmission of Shares

Persons entitled to shares on death

If a member dies the only persons the Company shall recog*e s i to such
member’s interest in the shares shall be:

34.1.1 the survivors or survivor where the deceased was a ol n

W th

ased was a sole or

34.1.2 the executors or administrators of the deceas
only surviving holder.

member or otherwise by

35.1.1 be registered
that effect;

35.1.2 transfe e other person,

upon supp any such evidence as the Directors may reasonably require to

36 Rights of persons entitled by transmission
36.1 A person becoming entitled to a share in consequence of the death or bankruptcy of a
member or otherwise by operation of law:

36.1.1 subject to Article 36.1.2, shall be entitled to the same dividends and other
advantages as a registered holder of the share upon supplying to the Company
such evidence as the Directors may reasonably require to show such person’s title
to the share; and
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36.1.2 shall not be entitled to exercise any right in respect of the share in relation to
General Meetings until such person has been registered as a member in respect of
the share.

36.2 A person entitled to a share who has elected for that share to be transferred to some other
person pursuant to Article 35.1.2 shall cease to be entitled to any rights or advantages in
relation to such share upon that other person being registered as the holder of that share.

37 Prior notices binding

If a notice is given to a member in respect of a share, a person entitled to that share is
bound by the notice if it was given to the member before the name of the person entitled
was entered into the Register.

Untraced Shareholders

\ g

38 Untraced shareholders

38.1 The Company shall be entitled to sell the shares of a mem ora o) led to those

shares, if and provided that:

38.1.1 during the period of 12 years prior to
advertisements referred to in Article 38.1.2

publication of the
d on different dates, the

38.1.2 the Company has inserted ad ents i h (i) a national newspaper and (ii)
a newspaper circul@ the last known postal address of the
ptified to the Company is located, giving

38.2 i any shares pursuant to Article 38.1, it shall do so at the

38.3 such sale the Company may appoint any person to transfer, as

38.4 The transferee of the shares has no obligation to ensure that the purchase money is
distributed in accordance with the Articles.

The net proceeds of such sale (after payment of the costs of the sale) shall belong to the
Company. The Company shall be obliged to account to the former member or other person
previously entitled for an amount equal to such proceeds and shall enter the name of such
former member or other person in the books of the Company as a creditor for such
amount. No trust shall be created in respect of the debt and no interest shall be payable in
respect of it. The Company shall not be required to account for any money earned on the
net proceeds, which may be employed in the business of the Company or invested in such
investments as the Directors may from time to time think fit.
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General Meetings

39 Annual General Meetings

An Annual General Meeting shall be held in each period of six months beginning with the
day following the Company’s accounting reference date, at such place or places, date and
time as may be decided by the Directors.

40 Convening of General Meetings

The Directors may, whenever they think fit, and shall on requisition in accordance with the
Legislation, proceed to convene a General Meeting.

Notice of General Meetings

41  Notice of General Meetings L Y

41.1 Notices of General Meetings shall include all informati
Legislation.

ed by the

41.2 Notice shall be given to all members other than me entitled to receive
such notices from the Company under the provisi icleS. The Company may
close of business on a

41.3 s are entitled to attend or vote at a meeting,

cast, the Company must specify in the notice of

gister in order to have the right to attend or vote at the
eir discretion resolve that, in calculating such period, no

ompanies Act 2006).
roceedings at General Meetings

42 irma

The Chairman of the Directors shall preside as Chairman of any General Meeting at which
he/she is present (as long as he/she is willing to do so). If he/she is not present or is
unwilling, a Deputy Chairman, failing whom any Director present and willing to act and, if
more than one, chosen by the Directors present at the meeting, shall preside as Chairman.
If no Director is present, or if each of the Directors present declines to take the chair, the
persons present whether members or proxies appointed by members in relation to the
meeting and entitled to vote, shall appoint one of their number to be chairman.
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43 Requirement for Quorum

43.1 No business other than the appointment of a Chairman shall be transacted at any General
Meeting unless a quorum is present at the time when the meeting proceeds to business.
Two members present in person or by proxy shall be a quorum for all purposes.

43.2  If within ten minutes from the time appointed for a General Meeting (or such longer interval
as the Chairman of the meeting may think fit to allow) a quorum is not present, or if during
the meeting a quorum ceases to be present, the meeting, if convened on the requisition of
members, shall be dissolved. In any other case it shall stand adjourned to such day, time
and place as may have been specified for the purpose in the notice convening the meeting
or (if not so specified) as the Directors may decide, provided that the adjourned meeting
shall be held not less than ten clear days after the original General Meeti

44 Adjournment

44.1 The Chairman of any General Meeting at which a quorunﬁs pr journ the
meeting if:

44.1.1 the members consent to an adjournment by passin rdinagre tion;

44.1.2 the Chairman considers it necessary to rest rwise facilitate the

proper conduct of the meeting; or

44.1.3 the Chairman considers it necessar, ty of the people attending the
meeting (including if the@y is i at the meeting venue to
accommodate everyone who W i titled to, attend).

a quorum is present must adjourn the

44.2 The Chairman of any Ger‘al Me
an ordinary resolution.

meeting if requested to the

44.3 If the Chairman adjourns an may specify the time and place to which

rned without specifying a new time and place, the

44.4 i at any adjourned meeting except business which might

45

n days’ notice of the adjourned meeting shall be given in accordance with
king such alterations as necessary). Otherwise it shall not be necessary to

46 Amendments to resolutions

46.1 A special resolution to be proposed at a General Meeting may be amended by ordinary
resolution provided that no amendment may be made other than a mere clerical
amendment to correct a patent error.

46.2 An ordinary resolution to be proposed at a General Meeting may be amended by ordinary
resolution provided that:
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46.3

47
47.1

47.2

47.3

48
48.1

48.2

48.3

48.4

46.2.1 in the opinion of the Chairman of the meeting the amendment is within the scope of
the business of the meeting as described and does not impose further obligations
on the Company; and

46.2.2 notice of the proposed amendment is given to the Company by a person entitled to
vote at the General Meeting in question at least 48 hours before the meeting or
adjourned meeting (as the case may be).

If an amendment is proposed to any resolution under consideration but is in good faith
ruled out of order by the Chairman of the meeting, the proceedings on the substantive
resolution shall not be invalidated by any error in such ruling.

Security arrangements and orderly conduct

to ensure
uct of

The Directors may put in place such arrangements or restrictions as they thin
the safety and security of the attendees at a General Meeting and
the meeting, including requiring attendees to submit to searc‘s.

The Directors may refuse entry to, or remove from, a Ge i ber, proxy
or other person who fails to comply with such arrangement:

The Chairman of a General Meeting may take sucl airman thinks fit to

maintain the proper and orderly conduct of the me

Satellite meeting places

To facilitate the organisation and admi any)General Meeting, the Directors may
decide that the meeting shall be hel v ations.

For the purposes of t i 5 8bal Meeting taking place at two or more
locations shall be treate
“principal meeting pla other location where that meeting takes place is
referred to in these

A member prese r by proxy at a satellite meeting may be counted in the
quorum and s ts that they would have been able to exercise if they were
ing place.

on consider appropriate to:

that all members and proxies for members wishing to attend the meeting
SO;

48.4.2 ensure that all persons attending the meeting are able to participate in the
business of the meeting and to see and hear anyone else addressing the meeting;

48.4.3 ensure the safety of persons attending the meeting and the orderly conduct of the
meeting; and

48.4.4 restrict the numbers of members and proxies at any one location to such number
as can safely and conveniently be accommodated there.

48.5 The entitlement of any member or proxy to attend a satellite meeting shall be subject to
any such arrangements then in force and stated by the notice of meeting or adjourned
meeting to apply to the meeting.
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48.6

48.7

49
49.1

49.2

50
50.1

50.2

50.3

If there is a failure of communication equipment or any other failure in the arrangements for
participation in the meeting at more than one place, the Chairman may adjourn the
meeting in accordance with Article 44.1.2. Such an adjournment will not affect the validity
of such meeting, or any business conducted at such meeting up to the point of
adjournment, or any action taken pursuant to such meeting.

A person (a “satellite chairman”) appointed by the Directors shall preside at each satellite
meeting. Every satellite chairman shall carry out all requests made of the satellite chairman
by the Chairman of the General Meeting, may take such action as the satellite chairman
thinks necessary to maintain the proper and orderly conduct of the satellite meeting and
shall have all powers necessary or desirable for such purposes.

Polls

Demand for poll

"4

At any General Meeting a resolution put to the vote of the me
show of hands unless a poll is demanded (either before t
a show of hands or immediately after the declaration of th
that resolution) by:

49.1.1 the Chairman of the meeting;

49.1.2 not less than five members present i roxy and entitled to vote;

49.1.3 a member or members prese proxy and representing not less
than one-tenth of the total vqii members having the right to vote
at the meeting (e)‘Jding ing to any shares held as treasury
shares); or

49.1.4 a member or me grson or by proxy and holding shares in the
vote at the meeting being shares on which an

| be taken in such manner (including by use of ballot or voting papers or
electronic means, or any combination of means) as the Chairman of the meeting may
direct.

The Chairman of the meeting may appoint scrutineers (who need not be members) and
may decide how and when the result of the poll is to be declared.

The result of the poll shall be deemed to be the resolution of the meeting at which the poll
was demanded.
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50.4

51
51.1

51.2

51.3

52
52.1

52.2

53

On a poll, votes may be given either personally or by proxy and a person entitled to more
than one vote need not use all his/her votes or cast all the votes he/she uses in the same
way.

Timing of poll

A poll demanded on the choice of a Chairman or on a question of adjournment shall be
taken immediately. A poll demanded on any other question shall be taken either
immediately or at such subsequent time (not being more than 30 days from the date of the
meeting) and place as the Chairman may direct.

No notice need be given of a poll not taken immediately if the time and place at which it is
to be taken are announced at the meeting at which it is demanded. In other case, at
least seven days’ notice must be given specifying the time and place at whi e poll is to
be taken.

The demand for a poll shall not prevent the meeting from co’muing rt se'of any
business other than the question on which the poll has b de ded.

Votes of Members

Votes attaching to shares

Subject to Article 41.3 and to any special rig ri s as to voting attached by or in
accordance with these Articles to arfyis cl of*shares:

52.1.1 on a show of hands every
52.1.2, every proxyfisesent

nt in person and, subject to Article
een duly appointed shall have one vote;

52.1.2 on a show of ha pte for and one vote against the resolution if
the proxy has be inted"by more than one member entitled to vote on
the resolution been instructed:

se members to vote for the resolution and by one or
e members to vote against it; or

ore of those members to vote either for or against the
bn and by one or more other of those members to use his/her
on as to how to vote; and

oll every member who is present in person or by proxy shall have one vote
ry share of which such member is the holder.

A pro all not be entitled to vote on a show of hands or on a poll where the member
appointing the proxy would not have been entitled to vote on the resolution had such
member been present in person.

Votes of joint holders

In the case of joint holders of a share the vote of the senior who tenders a vote, whether in
person or by proxy, shall be accepted to the exclusion of the votes of the other joint holders
and for this purpose seniority shall be determined by the order in which the names appear
in the Register in respect of the share.
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54 Validity and result of vote

54.1 No objection shall be raised as to the qualification of any voter or the admissibility of any
vote except at the meeting or adjourned meeting at which the vote is tendered. Every vote
not disallowed at such meeting shall be valid for all purposes. Any such objection shall be
referred to the Chairman of the meeting, whose decision shall be final and conclusive.

54.2 On a vote on a resolution at a meeting on a show of hands, a declaration by the Chairman
that the resolution:

54.2.1 has or has not been passed; or

54.2.2 has been passed with a particular majority,

54.3 is conclusive evidence of that fact without proof of the number or propo of the votes
recorded in favour of or against the resolution. An entry in respect of su aration in
minutes of the meeting recorded in accordance with the Companies
evidence of that fact without such proof. This Article 54 d not if a%poll is
demanded in respect of the resolution (and the demand isppot s

Proxies and Corporate Representati

55 Appointment of proxies

55.1 A member is entitled to appoint a proxy to ¢
attend and to speak and vote at a ral

ny of such member’s rights to

55.2 Aproxy need not be a member of th

56 Multiple Proxies
A member may appoint tha e proxy in relation to a meeting provided that each
proxy is appointed to ciségthe ri attached to a different share or shares held by

such member.

57 Form of p

57.1 Oi
orm which t

roxy must be in writing in any usual or common form or in any other
'S may approve and:

D
case of an individual must either be signed by the appointor or the
tor’s attorney or authenticated in accordance with Article 117; and

e case of a corporation must be either given under its common seal or be
signed on its behalf by an attorney or a duly authorised officer of the corporation or
authenticated in accordance with Article 117.

57.2  Any signature on or authentication of such appointment need not be witnessed. Where an
appointment of a proxy is signed or authenticated in accordance with Article 117 on behalf
of the appointor by an attorney, the Company may treat that appointment as invalid unless
the power of attorney or a notarially certified copy of the power of attorney is submitted to
the Company.

57.3 A proxy need not be a member.
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58
58.1

58.2

58.3

58.4

59

60
60.1

60.2

Deposit of form of proxy

The appointment of a proxy must be received in the manner set out in or by way of note to,
or in any document accompanying, the notice convening the meeting (or if no address is
so specified, at the Transfer Office):

58.1.1 in the case of a meeting or adjourned meeting, not less than 48 hours before the
commencement of the meeting or adjourned meeting to which it relates;

58.1.2 in the case of a poll taken following the conclusion of a meeting or adjourned
meeting, but not more than 48 hours after the poll was demanded, not less than 48
hours before the commencement of the meeting or adjourned meeting at which the
poll was demanded; and

58.1.3 in the case of a poll taken more than 48 hours after it was demande t less than
24 hours before the time appointed for the taking of the poll,

and in default shall not be treated as valid.

The Directors may at their discretion resolve that, in cal
Article 58.1, no account shall be taken of any part of an
(within the meaning of Section 1173 of the Companies

In relation to any shares in uncertificated form t i ay permit a proxy to be
appointed by electronic means or by means of a we i orm of an Uncertificated

Uncertificated Proxy Instruction to b
The Directors may prescribe the mining the time at which any
Uncertificated Proxy Instru&* ived by the Company. The Directors
may treat any Uncertific porting or expressed to be sent on behalf
of a holder of a share evid of the authority of the person sending the
instruction to send iton b

certificated Proxy Instruction.

Unless the contrary e proxy form, the appointment of a proxy shall be as
valid for any adjo ento eeting as it is for the meeting to which it relates.

Rights of

glion, a proxy shall have the right to exercise all or any of the rights of
the proxy’'s app or (where more than one proxy is appointed by a member) all or any
tached to the shares in respect of which such person is appointed the proxy
to speak and vote, at a General Meeting.

Termination of proxy’s authority

Neither the death or insanity of a member who has appointed a proxy, nor the revocation
or termination by a member of the appointment of a proxy (or of the authority under which
the appointment was made), shall invalidate the proxy or the exercise of any of the rights
of the proxy, unless notice of such death, insanity, revocation or termination shall have
been received by the Company in accordance with Article 60.2.

Any such notice of death, insanity, revocation or termination must be in writing and be
received at the address or one of the addresses (if any) specified for receipt of proxies in,
or by way of note to, or in any document accompanying, the notice convening the meeting
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to which the appointment of the proxy relates (or if no address is so specified, at the
Transfer Office):

60.2.1 in the case of a meeting or adjourned meeting, not less than one hour before the
commencement of the meeting or adjourned meeting to which the proxy
appointment relates;

60.2.2 in the case of a poll taken following the conclusion of a meeting or adjourned
meeting, but not more than 48 hours after it was demanded, not less than one hour
before the commencement of the meeting or adjourned meeting at which the poll
was demanded; or

60.2.3 in the case of a poll taken more than 48 hours after it was demag@ed, not less than
one hour before the time appointed for the taking of the poll.

mp may by

yers@ms to act as

61 Corporations acting by representatives

Subject to the Legislation, any corporation which is a mer&er of
resolution of its directors or other governing body author
its representative or representatives at any General Meeti

Default Shares

62 Restriction on voting in particular cir

62.1 Unless the Directors resolve otherw all be entitled in respect of any
share held by such member to vote itk by proxy or to exercise any other
right conferred by member‘p in relati eetings if any call or other sum due
from such member to th athat share remains unpaid.

62.2 If any member, or any appearing to be interested in shares (within the
meaning of Part 22 o ct 2006) held by such member, has been duly
served with a notic 793 of the Companies Act 2006 and is in default for a
period of 14 days [ the Company the information required by that notice, then
(unless the Di

g the shareholding account in the Register which comprises or
ares in relation to which the default occurred (all or the relevant

other shares held by the member,

the member shall not (for so long as the default continues) nor shall any transferee to
whom any of such shares are transferred (other than pursuant to an approved transfer or
pursuant to Article 62.3.2) be entitled to attend or vote either personally or by proxy at a
General Meeting or to exercise any other right conferred by membership in relation to
General Meetings.

62.3 Where the default shares represent 0.25 per cent or more of the issued shares of the class
in question, the Directors may in their absolute discretion by notice in writing (a “direction
notice”) to such member direct that:
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62.3.1 any dividend or part of a dividend (including shares to be issued in lieu of a
dividend) or other money which would otherwise be payable in respect of the
default shares shall be retained by the Company without any liability to pay interest
on it when such dividend or other money is finally paid to the member; and/or

62.3.2 no transfer of any of the shares held by such member shall be registered unless
the transfer is an approved transfer or:

® the member is not in default as regards supplying the information required
in respect of the share(s) in question; and

(ii) the transfer is of part only of the member’s holding and, when presented for
registration, is accompanied by a certificate by the

are default shares,

provided that, in the case of shares in uncertificated form, tr?D'rec
their discretion not to register a transfer if permitted to do 88 by

62.4 The Company shall send a copy of the direction notice to

by the Company to do so shall not invalidate such

62.5 Any direction notice shall have effect in accorg S Wi terms’for so long as the default
in respect of which the direction ngti @ s. Any direction notice shall
cease to have effect at such time as i S le. Within a period of one week of

as reasonably practicab

62.6 Any direction notice sh
transferred by such
Article 62.3.2.

have™ effect in relation to any shares which are
of an approved transfer or in accordance with

62.7

o interested or (ii) (after taking into account the response of the member to
d notice and any other relevant information) the Company knows or has
able cause to believe that the person in question is or may be interested in
e shares; and

62.7.2 a transfer of shares is an “approved transfer” if:

0] it is a transfer of shares to an offeror by way or in pursuance of acceptance
of a takeover offer (as defined in Section 974 of the Companies Act 2006);
or

(ii) the Directors are satisfied that the transfer is made pursuant to a genuine

sale of the whole of the beneficial ownership of the shares to a party
unconnected with the member, or with any person appearing to be
interested in such shares, including any such sale made through an
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investment exchange that has been granted recognition under the Financial
Services and Markets Act 2000 or through a stock exchange outside the
United Kingdom on which the Company’s shares are normally traded. For
the purposes of this Article 62 any associate (as that term is defined in
Section 435 of the Insolvency Act 1986) shall be included amongst the
persons who are connected with the member or any person appearing to
be interested in such shares.

62.8 The provisions of this Article 62 are in addition and without prejudice to the provisions of
the Companies Acts.

Directors
63 Number of Directors
The Directors shall not be less than two nor more thangl5 in mb ve t the
Company may by ordinary resolution from time to time vary thg mi r and/or

maximum number of Directors.

64 Share qualification
A Director shall not be required to hold any shares e Co y by way of qualification.
A Director who is not a member of the Com h everthéless be entitled to attend
and speak at General Meetings.

65 Directors’ fees

65.1 The ordinary remuneratj all from time to time be determined by the
Directors except that 3 when taken together with the ordinary
remuneration the Directo ors of other entities within the same group of
companies as the Co eed £3,000,000 per annum in aggregate or such

65.2 i Il (unless otherwise provided by ordinary resolution) be

66

Any Director who holds any executive office (including for this purpose the office of
Chairman or Deputy Chairman whether or not such office is held in an executive capacity),
or who serves on any committee of the Directors, or who otherwise performs services
which in the opinion of the Directors are outside the scope of the ordinary duties of a
Director, may be paid such extra remuneration by way of salary, commission or otherwise
or may receive such other benefits as the Directors may determine.

67 Directors’ expenses

The Directors may repay to any Director all such reasonable expenses as that Director
may incur in attending and returning from meetings of the Directors or of any committee of
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the Directors or General Meetings or separate meetings of any class of members or
debentures or otherwise in connection with the business of the Company.

68 Directors’ pensions and other benefits

The Directors shall have power to pay and agree to pay a Director’s remuneration. A
Director’'s remuneration may include the payment of gratuities, allowances, pensions or
other retirement, superannuation, death, sickness or disability benefits to, or to any person
in respect of, that Director.

69 Appointment of executive Directors and Chairman

69.1 The Directors may from time to time appoint one or more of them to be
executive office (or, where considered appropriate, the office of Chair

holder of any
or Deputy

Legislation) resolve and, without prejudice to the terms of a‘contr
particular case, may at any time revoke or vary the terms of any suc

69.2 The appointment of any Director to the office of Cha airman or

terminate if such Director ceases to be a Director judice to any claim for

damages for breach of any contract of service bet ctor and the Company.
69.3 The appointment of any Director to any qiffé office shall not automatically

terminate if such Director ceases t ason, unless the contract or

d the Company.

70 Powers of executive

pon any Director holding any executive office any
of the powers ex s Directors upon such terms and conditions and with

ointment and Retirement of Directors

71 ction ppointment of additional Director

71.1 The Company may by ordinary resolution elect, and the Directors shall have power at any
time to appoint, any person to be a Director either to fill a casual vacancy or as an
additional Director, but not so that the total number of Directors shall exceed the maximum
number fixed by or in accordance with these Articles.

71.2 Any person so appointed by the Directors shall retire at the next Annual General Meeting
and shall then be eligible for election.

71.3 No person shall be elected as a Director unless such person is recommended by the
Board or the Company has received from such person confirmation in writing of that
person’s willingness to be elected as a Director, no later than seven days before the
General Meeting at which the relevant resolution is proposed.
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72
72.1

72.2

73
73.1

73.2

74

74.1

Retirement at Annual General Meetings

Each Director shall retire at the Annual General Meeting held in the third calendar year
following the year in which the Director was elected or last re-elected by the Company, or
at such earlier Annual General Meeting as the Directors may resolve.

A Director who retires at any Annual General Meeting shall be eligible for election or re-
election unless the Directors resolve otherwise not later than the date of the notice of such
Annual General Meeting.

Re-election of retiring Director

Where a Director retires at an Annual General Meeting in accordance Article 72.1 or
Error! Reference source not found., or otherwise, the Company may a meeting by
ordinary resolution fill the office being vacated by electing the retiring Ditector ligible for
re-election). In the absence of such a resolution the retiring Director
deemed to have been re-elected except in any of the followi ase

73.1.1 where at such meeting a resolution for the re-ele
meeting and lost;

D put to the

73.1.2  where such Director is ineligible for re-electio
Company that he/she is unwilling to be re-¢

ice in writing to the

73.1.3 where a resolution to elect such DjsEctomis by reason of contravention of

resolution is passed to el e place of the retiring Director or a
resolution for the retirin put to the meeting and lost. Accordingly a
retiring Director who is r eem D have been re-elected will continue in office
without a break.

ted if:

s prohibited by law from acting as a Director or ceases to be a
e of any provision of the Companies Act 2006;

mpany has received notice of the Director’s resignation or retirement from
nd such resignation or retirement from office has taken effect in accordance
terms;

74.1.3 the Director has retired at an Annual General Meeting in accordance with Article
72.1 or Error! Reference source not found., or otherwise, and any of Articles
73.1.1,73.1.2 or 73.1.3 applies.

74.1.4 the Director has a bankruptcy order made against him/her, compounds with his/her
creditors generally or applies to the court for an interim order under Section 253 of
the Insolvency Act 1986 in connection with a voluntary arrangement under that Act
or any analogous event occurs in relation to the Director in another country;

74.1.5 an order is made by any court claiming jurisdiction in that behalf on the ground
(however formulated) of mental disorder for the Director’'s detention or for the
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74.2

75

76
76.1

76.2
76.3

appointment of another person (by whatever name called) to exercise powers with
respect to the Director’s property or affairs;

74.1.6 the Director is absent from meetings of the Directors for six months without
permission and the Directors have resolved that the Director’s office be vacated;

74.1.7 notice of termination is served or deemed served on the Director and that notice is
given by all the Director’s co-Directors for the time being; or

74.1.8 in the case of a Director other than the Chairman and any director holding an
executive office, if the Directors resolve to require the Director to resign and the
Director fails to do so within 30 days of notification of such resolution being served
or deemed served on the Director.

If a Director holds an appointment to an executive office which automatical
termination of the Director’s office as Director, the Director’s removal
to this Article 74 shall be deemed an act of the Company and sh
prejudice to any claim for damages for breach of any contract o
Director and the Company.

Removal of Director by resolution of Compan

In accordance with and subject to the provision i , the Company may
remove any Director from office by ordinary resoluti [ pecial notice has been
given and elect another person in place : o removed from office. Such
removal may take place notwithstandi > ) ionYof these Articles or of any
agreement between the Company and$ t shall be without prejudice to any

Meetings'and eedings of Directors

The Directors shall be deemed to meet together if they are in separate locations, but are
linked by conference telephone or other communication equipment which allows those
participating to hear and speak to each other, and a quorum in that event shall be two
Directors so linked (or such other number fixed from time to time by the Directors). Such a
meeting shall be deemed to take place where the largest group of Directors participating is
assembled or, if there is no such group, where the Chairman of the meeting then is.

77 Quorum
The quorum necessary for the transaction of business of the Directors may be fixed from
time to time by the Directors and unless so fixed at any other number shall be two. A
A30677314
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78
78.1

78.2

79

80

81
81.1

81.2

81.3

81.4

meeting of the Directors at which a quorum is present shall be competent to exercise all
powers and discretions for the time being exercisable by the Directors.

Chairman

The Directors may elect from their number a Chairman and a Deputy Chairman (or two or
more Deputy Chairmen) and decide the period for which each is to hold office. If no
Chairman or Deputy Chairman has been appointed or if at any meeting of the Directors no
Chairman or Deputy Chairman is present within five minutes after the time appointed for
holding the meeting, the Directors present may choose one of their number to be
Chairman of the meeting.

If at any time there is more than one Deputy Chairman the right, in t
Chairman, to preside at a meeting of the Directors or of the Company shal determined
as between the Deputy Chairmen present (if more than one) by j ngth of
appointment or otherwise as resolved by the Directors. ’

Casting vote

Questions arising at any meeting of the Directors shall be rmi by a majority of
votes. In the case of an equality of votes, the Chairm m hall have a second
or casting vote.

If and so long as the number of Direc i ced Below the minimum number fixed by
or in accordance with thes i rectors or Director may act for the
purpose of appointing gnal Directors as is required to meet the
minimum or of summon i Ut not for any other purpose. If no Directors

81.2.2 otherwise indicated their agreement to it in writing.

A Directors’ written resolution is not adopted if the number of Directors who have signed it
is less than the quorum for Directors’ meetings.

Once a Directors’ written resolution has been adopted, it must be treated as if it had been
a resolution passed at a Directors’ meeting in accordance with the Articles.
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82

83
83.1

83.2

83.3

83.4

Validity of proceedings

All acts done by any meeting of Directors, or of any committee or sub-committee of the
Directors, or by any person acting as a member of any such committee or sub-committee,
shall as regards all persons dealing in good faith with the Company be valid,
notwithstanding that there was some defect in the appointment of any Director or any such
persons, or that any such persons were disqualified or had vacated office, or were not
entitled to vote.

Directors’ Interests

Authorisation of Directors’ interests

breach of the duty of a Director to avoid a situation in which‘e Direel
a direct or indirect interest that conflicts, or possibly may, confli
Company.

Authorisation of a matter under this Article 83 shall be e

83.2.1 the matter in question shall have been pr

ing of the Directors at which the
Director in question and any other
irectors”); and

83.2.2 any requirement as to the qt
matter is considered is met wi
interested Director @ethe

83.2.3 the matter was terested Directors voting or would have

ested Directors had not been counted.
this*Article 83 may:

potential conflict of interest which may arise out of the

onditions or limitations as the Directors may resolve, whether
authorisation is given or subsequently; and

A Director shall not, save as otherwise agreed by such Director, be accountable to the
Company for any benefit which the Director (or a person connected with the Director)
derives from any matter authorised by the Directors under this Article 83 and any contract,
transaction or arrangement relating to such a matter shall not be liable to be avoided on
the grounds of any such benefit.

84 Permitted Interests

84.1 Subject to compliance with Article 84.2, a Director, notwithstanding such Director’s office,
may have an interest of the following kind:
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84.2

84.3

84.4

84.5

84.1.1 where a Director (or a person connected with the Director) is a director or other
officer of, or employed by, or otherwise interested (including by the holding of
shares) in any Relevant Company;

84.1.2 where a Director (or a person connected with the Director) is a party to, or
otherwise interested in, any contract, transaction or arrangement with a Relevant
Company, or in which the Company is otherwise interested;

84.1.3 where the Director (or a person connected with the Director) acts (or any firm of
which the Director is a partner, employee or member acts) in a professional
capacity for any Relevant Company (other than as Auditor) whether or not the
Director or it is remunerated for such work;

84.1.4 where a Director is or becomes a director or officer of any other corporate in

regarded as likely to give rise to a conflict of interest at the % irector’s

appointment as director or officer of that other body onrat
Q as likely to

84.1.5 where a Director has an interest which cannot re
give rise to a conflict of interest;

84.1.6 where a Director has an interest, or a transa
interest, of which the Director is not aware;

84.1.7 where a Director has any other intere
No authorisation under Article 83 sHg ingiespect of any such interest.

A Director shall declare the nature 3

quired by a Director in relation to an interest:

r Article 84.1.6;

84.3.2 if, or to the e other Directors are already aware of such interest (and
for thi e other Directors are treated as aware of anything of which they

tion 227 of the Companies Act 2006) that have been or are to be
red by a meeting of the Directors, or by a committee of Directors appointed
purpose under these Articles.

A Director shall not, save as otherwise agreed by the Director, be accountable to the
Company for any benefit which the Director (or a person connected with the Director)
derives from any such contract, transaction or arrangement or from any such office or
employment or from any interest in any Relevant Company or for such remuneration, each
as referred to in Article 84.1, and no such contract, transaction or arrangement shall be
liable to be avoided on the grounds of any such interest or benefit.

For the purposes of this Article 84, “Relevant Company” shall mean:
84.5.1 the Company;

84.5.2 a subsidiary undertaking of the Company;
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84.5.3 any parent undertaking of the Company or a subsidiary undertaking of any such
parent undertaking;

84.5.4 any body corporate promoted by the Company; or

84.5.,5 any body corporate in which the Company is otherwise interested.

85 Restrictions on quorum and voting

85.1 Save as provided in this Article 85, and whether or not the interest is one which is
authorised pursuant to Article 83 or permitted under Article 84, a Director shall not be
entitled to vote on any resolution in respect of any contract, transaction or arrangement, or
any other proposal, in which the Director (or a person connected with, the Director) is
interested. Any vote of a Director in respect of a matter where the Directo ot entitled to
vote shall be disregarded.

85.2 A Director shall not be counted in the quorum at a meeting‘f the Directorsi jon to
any resolution on which the Director is not entitled to vote.

85.3 Subject to the provisions of the Legislation, a Director sha the e some other
interest than is set out below) be entitled to vote, and be co in t uorum, in respect

of any resolution concerning any contract, transa ar nt, or any other
proposal:

85.3.1 in which the Director has an interest theiirector is not aware;

85.3.2 in which the Director has an anfiot reasonably be regarded as likely

to give rise to a conflict of intere

85.3.3 t only by virtue of interests in shares,

an offer of shares or debentures or other securities of or by the
ny or any of its subsidiary undertakings (i) in which offer the Director is or
entitled to participate as a holder of securities or (ii) in the underwriting or
-underwriting of which the Director is to participate;

85.3.6 concerning any other body corporate in which the Director is interested, directly or
indirectly and whether as an officer, shareholder, creditor, employee or otherwise,
provided that the Director (together with persons connected with the Director) is not
the holder of, or beneficially interested in, one per cent or more of the issued equity
share capital of any class of such body corporate or of the voting rights available to
members of the relevant body corporate;

85.3.7 relating to an arrangement for the benefit of the employees or former employees of
the Company or any of its subsidiary undertakings which does not award the
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85.4

85.5

86
86.1

86.2

Director any privilege or benefit not generally awarded to the employees or former
employees to whom such arrangement relates;

85.3.8 concerning the purchase or maintenance by the Company of insurance for any
liability for the benefit of Directors or for the benefit of persons who include
Directors;

85.3.9 concerning the giving of indemnities in favour of Directors;

85.3.10 concerning the funding of expenditure by any Director or Directors on (i) defending
criminal, civil or regulatory proceedings or action against the Director or them, (ii) in
connection with an application to the court for relief, or (iii) defending the Director
or them in any regulatory investigations;

85.3.11 concerning the doing of anything to enable any Director or Dir rs to avoid
incurring expenditure as described in Article 85.3.10; and

85.3.12 in respect of which the Director’s interest, or the inte‘t of ct erally, has
been authorised by ordinary resolution.

Where proposals are under consideration concerning the
varying the terms of appointment) of two or more Dire

ing fixing or
ployments with
ted, the proposals

may be divided and considered in relation to each rately. In such case each

of the Directors concerned (if not debarred frg i der Article 85.1) shall be entitled
to vote, and be counted in the quoryn @o‘ lution except that concerning
the Director’s own appointment or thedixi iationl of the terms of the Director’'s own

appointment.

If a question arises at i ar any interest of a Director prevents the
Director from voting, o i
question is not resolved
question shall be ref

ntarily agreeing to abstain from voting, such
an of the meeting and the Chairman’s ruling in
e Chairman shall be final and conclusive except in a

case where the nature or extent of the interest of the Chairman of
8 it is known to the Chairman) has not been fairly disclosed to the

information

Subject to Article 86.2, if a Director, otherwise than by virtue of the Director’s position as
Director, receives information in respect of which the Director owes a duty of confidentiality
to a person other than the Company, the Director shall not be required:

86.1.1 to disclose such information to the Company or to the Directors, or to any Director,
officer or employee of the Company; or

86.1.2 otherwise use or apply such confidential information for the purpose of or in
connection with the performance of the Director’s duties as a Director.

Where such duty of confidentiality arises out of a situation in which the Director has, or can
have, a direct or indirect interest that conflicts, or possibly may conflict, with the interests of
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the Company, Article 86.1 shall apply only if the conflict arises out of a matter which has
been authorised under Article 83 or falls within Article 84.

86.3 This Article 86 is without prejudice to any equitable principle or rule of law which may
excuse or release the Director from disclosing information, in circumstances where
disclosure may otherwise be required under this Article 86.

87 Directors’ interests - general

87.1 For the purposes of Articles 83 to 87 a person is connected with a Director if that person is
connected for the purposes of Section 252 of the Companies Act 2006.

87.2 Where a Director has an interest which can reasonably be regarded as likely to give rise to
a conflict of interest, the Director may, and shall if so requested by the Dir s, take such
additional steps as may be necessary or desirable for the purpose o ing such
conflict of interest, including compliance with any procedures laid dg p ti
by the Directors for the purpose of managing conflicts of‘teres jenelfa -
specific procedures approved by the Directors for the putpose rin g @ i
situation or matter in question, including:

87.2.1 not attending any meetings of the Directors at th vant@ituation or matter

falls to be considered; and

87.2.2 not reviewing documents or information_mad i the Directors generally
in relation to such situation or matfe d/o ging for such documents or

87.3 The Company may by ordi yvany contract, transaction or arrangement,
or other proposal, not pro i eason of a contravention of any provisions of
Articles 83 to 87.

Powers of Directors

88 neral p¢

shall ' manage the business and affairs of the Company and may exercise all
Company other than those that are required by the Legislation or by these
exercised by the Company in General Meeting.

89 Provision for employees on cessation or transfer of business

The Directors may make provision for the benefit of persons employed or formerly
employed by the Company or any of its subsidiaries (other than a Director, former Director
or shadow director) in connection with the cessation or transfer to any person of the whole
or part of the undertaking of the Company or that subsidiary.
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90

91

92
92.1

92.2

92.3

93
93.1

Bank mandates

The Directors may by resolution authorise such person or persons as they think fit to act as
signatories to any bank account of the Company and may amend or remove such
authorisation from time to time by resolution.

Power to borrow and grant security

The Directors may exercise all the powers of the Company to borrow money, and to
mortgage or charge its undertaking, property and uncalled capital, and to issue debentures
and other securities, whether outright or as collateral security for any debt, guarantee,
liability or obligation of the Company or of any third party.

Delegation of Powers

Appointment and constitution of committees ’
The Directors may delegate any of their powers or disciéti ) owers and
discretions whose exercise involves or may involve the p ion to or the

conferring of any other benefit on all or any of the Dire

be a Director) or committee (comprising any nu who need not be
Directors) and in such manner as they think fit: elegation may be either
collaterally with or to the exclusion of their g nd the Directors may revoke or

alter the terms of any such delegaiion. An
Directors otherwise resolve, have poV
delegated to them.

Any reference in these Afi of a power or discretion by the Directors
shall include a referen uch power or discretion by any person or

The Directors may in"relation to the proceedings of committees or sub-
committees. Subj egulations, the meetings and proceedings of any
sisting of two or more persons shall be governed by the

may establish any local boards or appoint managers or agents to manage
irs of the Company, either in the United Kingdom or elsewhere, and may:

93.1.1 appoint any persons to be managers or agents or members of such local boards,
and may fix their remuneration;

93.1.2 delegate to any local board, manager or agent any of the powers, authorities and
discretions vested in the Directors, with power to sub-delegate;

93.1.3 remove any person so appointed, and may annul or vary any such delegation; and

93.1.4 authorise the members of any local boards, or any of them, to fill any vacancies on
such boards, and to act notwithstanding vacancies.

A30677314

36



93.2 Any such appointment or delegation may be made upon such terms and subject to such
conditions as the Directors may think fit.

94 Appointment of attorney

94.1 The Directors may from time to time and at any time appoint any company, firm or person
or any fluctuating body of persons, whether nominated directly or indirectly by the
Directors, to be the attorney or attorneys of the Company for such purposes and with such
powers, authorities and discretions (not exceeding those vested in or exercisable by the
Directors under these Articles) and for such period and subject to such conditions as they
may think fit.

94.2 Any such appointment may contain such provisions for the protection a onvenience of
persons dealing with any such attorney as the Directors may think fit.

94.3 The Directors may also authorise any such attorney to sub-dele r of the
powers, authorities and discretions vested in the attorney.

Alternate Directors

95 Alternate Directors

95.1 Any Director may at any time appoint any person
Director’s alternate Director and may at
appointment or termination of appoi e by notice in writing signed by the
Director concerned and deposited at t r deliered at a meeting of the Directors.
Unless previously approve the appointee is another Director,
the appointment of an al only once it has been approved.

95.2 The appointment of an a

95.2.1 on the happepi evi eferred to in Articles 74.1.1, 74.1.4 or 74.1.5 in
tor; or

95.3 \ all be entitled to receive notices of meetings of the Directors and

rform all fiRctions of the appointor as a Director. For the purposes of the proceedings at
ifigs, the provisions of these Articles shall apply as if the alternate (instead of the

95.4 If an alternate is also a Director or shall attend any such meeting as an alternate for more
than one Director, the alternate’s voting rights shall be cumulative but the alternate shall
not be counted more than once for the purposes of the quorum.

95.5 If the alternate’s appointor is for the time being temporarily unable to act through ill health
or disability an alternate’s signature to any resolution in writing of the Directors shall be as
effective as the signature of the appointor.

A30677314
37



95.6

95.7

95.8

95.9

96

97

This Article 95 shall also apply (with such changes as are necessary) to such extent as the
Directors may from time to time resolve to any meeting of any committee of the Directors
of which the appointor of an alternate Director is a member.

An alternate Director shall not (except as otherwise provided in this Article 95) have power
to act as a Director, nor shall the alternate be deemed to be a Director for the purposes of
these Articles, nor shall the alternate be deemed to be the agent of the appointor.

An alternate Director shall be entitled to contract and be interested in and benefit from
contracts or arrangements or transactions and to be repaid expenses and to be
indemnified to the same extent as if the alternate were a Director.

An alternate shall not be entitled to receive remuneration from the Co
the alternate’s appointment as alternate Director except to the exten
appointor directs the Company by written notice to pay to the alternate e of the
remuneration otherwise payable to that Director.

ny in respect of

Associate and other directors

The Directors may from time to time, and at any time, p e 96 appoint
any other persons to any post with such descriptive titlegi irector (whether
as associate, executive, group, divisional, dep assistant, local or

ny contract between him and
the Company, may remove from sUEh son so appointed. A person so
appointed shall not be a Director forany*e ofo of these Articles or of the Act, and
accordingly shall not be d or (subject to Article 92) of any committee
thereof, nor shall he b i ni'at any meeting of the Directors or of any
Pirectors or of such committee, and if present
at such request he shall not i vote thereat.

e appointed by the Directors on such terms and for such period as

Secretary so appointed may at any time be removed from office by
but without prejudice to any claim for damages for breach of any contract of
n the Secretary and the Company. If thought fit, two or more persons may
as Joint Secretaries. The Directors may also appoint from time to time, on
such terms as they may think fit, one or more Deputy and/or Assistant Secretaries.

The Seal
98 The Seal
98.1 The Directors shall provide for the safe custody of the Seal and any Securities Seal and
neither shall be used without the authority of the Directors or of a committee authorised by
the Directors in that behalf. The Securities Seal shall be used only for sealing securities
issued by the Company and documents creating or evidencing securities so issued.
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98.2 Every instrument to which the Seal or the Securities Seal shall be affixed (other than a
certificate for or evidencing shares, debentures or other securities (including options)
issued by the Company) shall be signed autographically by one Director and the Secretary
or by two Directors or by a Director or other person authorised for the purpose by the
Directors in the presence of a witness.

98.3 The Company may exercise the powers conferred by the Legislation with regard to having
an official seal for use abroad and such powers shall be vested in the Directors.

98.4  Any instrument signed by:
98.4.1 one Director and the Secretary; or
98.4.2 by two Directors; or
98.4.3 by a Director in the presence of a witness who attests the signature,

and expressed to be executed by the Company shall have @a samgieffe if uted
under the Seal.

Authentication of Document

99 Authentication of documents

99.1 Any Director or the Secretary or any person
shall have power to authenticate:

y the"Directors for the purpose

99.1.1 any document affecting the constituti mpany;

99.1.2 any resolution pass‘ ata i r at a meeting of the Directors or any

committee; and
99.1.3 any book, record, otnt relating to the business of the Company,
and to certify copies true€opies or extracts.

99.2 ent or account is elsewhere than at the Office the local

99.3 to be a copy of any such resolution, or an extract from the minutes

: hich is certified shall be conclusive evidence in favour of all persons
e Company that such resolution has been duly passed or, as the case may
inute so extracted is a true and accurate record of proceedings at a duly

Dividends

100 Declaration of final dividends
100.1 The Company may by ordinary resolution declare final dividends.

100.2 No dividend shall be declared unless it has been recommended by the Directors and does
not exceed the amount recommended by the Directors.
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101 Fixed and interim dividends

101.1 If and so far as in the opinion of the Directors the profits of the Company justify such
payments, the Directors may:

101.1.1 pay the fixed dividends on any class of shares carrying a fixed dividend expressed
to be payable on fixed dates on the dates prescribed for the payment of such
dividends; and

101.1.2 pay interim dividends on shares of any class of such amounts and on such dates
and in respect of such periods as they think fit.

101.2 Provided the Directors act in good faith they shall not incur any liability, to the holders of
any shares for any loss they may suffer by the lawful payment of a ixed or interim
dividend on any other class of shares having rights ranking after or e with those
shares.

102 Distribution in specie

102.1 Without prejudice to Article 100, the Company may by ordi i payment of
a dividend in whole or in part by the transfer of specific asse by uring the receipt
by shareholders of specific assets, of equivalent i paid-up shares or

102.2 the Directors may make such

e transferred;

p@sis of the value fixed for the assets in order

103

103.1 at the rights attached to any shares or the terms of issue of

dividend is paid; and

rtioned and paid proportionately to the amounts paid on the shares during any
portion or portions of the period in respect of which the dividend is paid.

103.2 If the terms of issue of a share provide that it ranks for dividends as from a particular date
then that share will rank for dividends as from that date.

103.3 For the purposes of this Article 103, no amount paid on a share in advance of the date on
which such payment is due shall be treated as paid on the share.
104 Manner of payment of dividends

104.1 Any dividend or other sum payable on or in respect of a share shall be paid to:
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104.1.1 the holder of that share;

104.1.2 if the share is held by more than one person, whichever of the joint holders’ names
appears first in the Register;

104.1.3 if the member is no longer entitled to the share, the person or persons entitled to it;
or

104.1.4 such other person or persons as the member (or, in the case of joint holders of a
share, all of them) may direct,

and such person shall be the “payee” for the purpose of this Article 104.

104.2 Such dividend or other sum may be paid:

104.2.1 by cheque sent by post to the payee or, where there is more tha
any one of them at the address shown in the Register or syehma as that
person notifies the Company in writing;

104.2.2 by bank transfer to such account as the payee or

104.2.3 (if so authorised by the holder of shares in uncertifi
a relevant system (subject to the facilities
system); or

104.2.4 by such other method of payment as the pa or pa and the Directors may
agree.

104.3 Subject to the provisions of these Al
dividend or other sum payable on org
the Directors may resoly, sing
Directors may select.

thefrights attaching to any shares, any
e may be paid in such currency as
ange rate for currency conversions as the

105 Record date for divide

105.1 Any resolution for payment of a dividend on shares of any class may
specify that the di payable to the persons registered as the holders of such

105.2 pecified then, unless the terms of issue of the shares in question
dividend shall be paid by reference to each member’s holding of
pusiness on the date of the ordinary resolution (in the case of a final

ard resolution (in the case of an interim dividend) approving the payment of

105.3 The Record Date may be a date prior to that on which the resolution is passed.

106 No interest on dividends

The Company shall not pay interest on any dividend or other sum payable on or in respect
of a share unless the terms of issue of that share or the provisions of any agreement
between the Company and the holder of that share provide otherwise.
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107 Retention of dividends

107.1 The Directors may retain all or part of any dividend or other sum payable on or in respect
of a share on which the Company has a lien in respect of which the Directors are entitled
to issue an enforcement notice.

107.2 The Company shall apply any amounts retained pursuant to Article 107.1 in or towards
satisfaction of the moneys payable to the Company in respect of that share.

107.3 The Company shall notify the person otherwise entitled to payment of the sum that it has
been retained and how the retained sum has been applied.

107.4 The Directors may retain the dividends payable upon shares:

107.4.1 in respect of which any person is entitled to become a member p ant to Article
35 until such person shall become a member in respect of such re

107.4.2 which any person is entitled to transfer pursuant to A"cle 358until
transferred those shares.

108 Unclaimed dividend

108.1 The Company may cease to send any cheque or ot
dividend on any shares which is normally paid in
consecutive dividends payable on those sh

ent by post for any
if in respect of at least two

shall recommence sending cheque ers in respect of the dividends
payable on those shares if the holdg tled to them claims the arrears of

108.2 Any unclaimed dividen otherwise applied for the benefit of the
Company until they are cl

108.3 The payment by the claimed dividend or other sum payable on or in
j ratéaccount shall not constitute the Company a trustee in

108.4 jimed after a period of 12 years from the date on which it was
e for payment the person who was otherwise entitled to it shall
the Company may keep that sum.

109
109.1

er or other person entitled to a dividend may waive it in whole or in part.

109.2 The waiver of any dividend shall be effective only if such waiver is in writing and signed or
authenticated in accordance with Article 117 by the shareholder or the person entitled to
the dividend and delivered to the Company.
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Scrip Dividends

110 Scrip Dividends

110.1 The Directors may offer to ordinary shareholders the right to elect to receive an allotment
of new ordinary shares (“Scrip Shares”) credited as fully paid in lieu of the whole or part of
a dividend.

110.2 The Directors shall not allot Scrip Shares unless so authorised by ordinary resolution. Such
a resolution may give authority in relation to particular dividends or may extend to all
dividends declared or paid in the period specified in the resolution. Such period may not be
longer than five years from the date of the resolution.

110.3 The Directors may, without the need for any further ordinary resolution
election in respect of any dividend declared or proposed after the dat
these Articles and at or prior to the next Annual General Meeting.

th option of

110.4 The Directors may offer such rights of election to shareholders
110.4.1 in respect of the next dividend proposed to be paid;

110.4.2 in respect of that dividend and all subseque ' uch time as the
election is revoked or the authority given 0.2 expires without
being renewed (whichever is the earlier).

110.5 The number of the Scrip Shares tobe allo amount of dividend shall be
decided by the Directors and shall b ber of ordinary shares as have a
value equal to or as near as possib nt greater than such amount. For
such purpose, the value e the average of the middle market
quotations of an ordinar ock Exchange, as derived from the Daily
Official List, on each of
as being “ex” the relevan . raction of an ordinary share shall be allotted.

110.6 If the Directors reso t of election they shall give written notice of such right
to the ordinary sh cifying the procedures to be followed in order to exercise
such right. ot d be given to a shareholder who has previously made, and has

110. as elected to receive Scrip Shares in place of a dividend, that dividend (or

dividend in respect of which a right of election has been given) shall not be

and has not been revoked (the “elected Ordinary Shares”). In place of such dividend, the
following provisions shall apply:

110.7.1 such number of Scrip Shares as are calculated in accordance with Article 110.5
shall be allotted to the holders of the elected Ordinary Shares;

110.7.2 unless the CREST Regulations require otherwise, if the elected Ordinary Shares
are in uncertificated form on the Record Date then the Scrip Shares shall be issued
as uncertificated shares;

110.7.3 if the elected Ordinary Shares are in certificated form on the Record Date then the
Scrip Shares shall be issued as certificated shares;
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110.7.4 the Directors shall capitalise in accordance with the provisions of Article 8 a sum
equal to the aggregate nominal amount of the Scrip Shares to be allotted and shall
apply that sum in paying up in full the appropriate number of new ordinary shares
for allotment and distribution to and amongst the holders of the elected Ordinary
Shares; and

110.7.5 the Scrip Shares allotted shall rank equally in all respects with the fully paid
ordinary shares then in issue save only as regards participation in the relevant
dividend.

110.8 No fraction of an ordinary share shall be allotted. The Directors may make such provision
as they think fit for any fractional entitlements including that the whole or part of the benefit
of those fractions accrues to the Company or that the fractional entitle ts are accrued
and/or retained on behalf of any ordinary shareholder.

110.9 The Directors may resolve that rights of election shall not be m
ordinary shareholders with registered addresses outside tI‘Unit
Directors think fit in order to comply with, or avoid t ' & laws or

their absolute
icient reserves or
otherwise does not have the necessary authoritie s to issue new ordinary
shares:

110.10.1that shareholders shall not™ i ak@ any election to receive shares in
place of a cash dividend and tOi ctionjpreviously made shall not extend to

110.10.2at any time prio ordinary shares which would otherwise be
allotted in lieu of i elections to take shares shall be treated as
not applying to tha

and if so the dividen@d’sh cash as if no elections had been made in respect of

Accounts

111

cords sufficient to show and explain the Company’s transactions and
plying with the Legislation shall be kept at the Office, or at such other place
as ctors think fit. No person shall have any right simply by virtue of being a
member to inspect any account or book or document of the Company except as conferred
by the Legislation or ordered by a court of competent jurisdiction or authorised by the
Directors.
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Communications with Members

112 Service of notices

112.1 The Company may, subject to and in accordance with the Legislation and these Articles,
send or supply all types of notices, documents or information to members by electronic
means and/or by making such notices, documents or information available on a website.

112.2 The Company Communications Provisions have effect, subject to the provisions of Articles
112 to 114, for the purposes of any provision of the Companies Acts or these Articles that
authorises or requires notices, documents or information to be sent or supplied by or to the
Company.

112.3 Any notice, document or information (including a share certificate) which is

by the Company in hard copy form, or in electronic form but to be deli r than by
electronic means, and which is sent by pre-paid post and_proper all be
deemed to have been received by the intended recipient at & expirati after
the time it was posted (or 48 hours where first class m i ce is not

employed for members with a registered address in the
shall be sufficient to show that such notice, docu i ion was properly
addressed, pre-paid and posted.

112.4 Any notice, document or information which is se d by the Company by

electronic means shall be deemed to hav by the intended recipient 24
hall be sufficient to show that
such notice, document or information W ssed.

112.5 Any notice, document or in‘mati ent or supplied by the Company by means
of a website shall be d eived when the material was first made
available on the websit
received) notice of the fa the rial was available on the website.

112.6 An accidental failur equent late sending of, or non-receipt by any person
entitled to, any no r document or information relating to any meeting or other
proceeding idate the relevant meeting or proceeding.

112.7 rticle 112 shall have effect in place of the Company

sions relating to deemed delivery of notices, documents or

113 ication with joint holders

113.1 Anything which needs to be agreed or specified by the joint holders of a share shall for all
purposes be taken to be agreed or specified by all the joint holders where it has been
agreed or specified by the joint holder whose name stands first in the Register in respect of
the share.

113.2 If more than one joint holder gives instructions or notifications to the Company pursuant to
these Articles then save where these Articles specifically provide otherwise, the Company
shall only recognise the instructions or notifications of whichever of the joint holders’
names appears first in the Register.
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113.3 Any notice, document or information which is authorised or required to be sent or supplied
to joint holders of a share may be sent or supplied to the joint holder whose name stands
first in the Register in respect of the share, to the exclusion of the other joint holders.

113.4 The provisions of this Article 113 shall have effect in place of the Company
Communications Provisions regarding joint holders of shares.

113.5 If two or more persons are registered as joint holders of any share, or are entitled jointly to
a share in consequence of the death or bankruptcy of the holder or otherwise by operation
of law, any one of them may give instructions to the Company and give effectual receipts
for any dividend or other moneys payable or property distributable on or in respect of the
share.

114 Deceased and bankrupt members

114.1 Aperson who claims to be entitled to a share in consequence of the
a member or otherwise by operation of law shall supply to the§€omp

tcy of

114.1.1 such evidence as the Directors may reasonably r rson’s title

to the share; and
114.1.2 an address at which notices may be sentor s
114.2 Subject to complying with Article 114.1, such a perso

114.2.1 have sent or supplied to sych ad

eefentitled. Any notice, document or
| pugpbses be deemed to be duly sent or
supplied to all pers (whether jointly with or as claiming

114.2.2 give instructions i jons e Company pursuant to these Articles in
relation to the relev and the Company may treat such instruction or
notification i all persons interested in the share (whether jointly with
or as clai er such person).

114.3 Unless a to the share has complied with Article 114.1, any notice,
t or supplied to the address of any member pursuant to these
ed to have been duly sent or supplied in respect of any share
of such member as sole or first-named joint holder. This Article shall
tanding even if such member is dead or bankrupt or in liquidation, and

t the Company has notice of such member’s death or bankruptcy or

114.4 The provisions of this Article 114 shall have effect in place of the Company
Communications Provisions regarding the death or bankruptcy of a member.

115 Failure to supply address

115.1 The Company shall not be required to send notices, documents or information to a
member who (having no registered address within the United Kingdom) has not supplied to
the Company either a postal address within the United Kingdom or an electronic address
for the service of notices.
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115.2

116

117

118

119

120
120.1

If the Company sends more than one document to a member on separate occasions
during a 12-month period and each of them is returned undelivered then that member will
not be entitled to receive notices from the Company until the member has supplied a new
postal or electronic address for the service of notices.

Suspension of postal services

If at any time by reason of the suspension or curtailment of postal services within the
United Kingdom the Company is unable to give notice by post in hard copy form of a
General Meeting, such notice shall be deemed to have been given to all members entitled
to receive such notice in hard copy form if such notice is advertised in at least one national
newspaper and such notice shall be deemed to have been given on day when the
advertisement appears. In any such case, the Company shall (i) such notice
available on its website from the date of such advertisement until the con jon of the
meeting or any adjournment thereof and (ii) send confirmatory copie

to such members if at least seven days prior to the meetirQhe pastin
becomes practicable.

Signature or authentication of documents sent b on eans

Where these Articles require a notice or other docu authenticated by a
member or other person, then any notice or other or supplied in electronic
form is sufficiently authenticated in a uthorised by the Company
Communications Provisions orin s e approved by the Directors.
The Directors may designate mechani ating any such notice or other

Statutory provisions

Nothing in any of
requires or permit y pa
any particular man

117shall affect any provision of the Legislation that
ice, document or information to be sent or supplied in

Winding Up

Directors’ petition

shall have power in the name and on behalf of the Company to present a
Court for the Company to be wound up.

Destruction of Documents

Destruction of documents

The Company may destroy:

120.1.1 all instruments of transfer or other documents which have been registered or on
the basis of which registration was made at any time after the expiration of six
years from the date of registration;
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120.1.2 all dividend mandates and notifications of change of address at any time after the
expiration of two years from the date of recording of them;

120.1.3 all share certificates which have been cancelled at any time after the expiration of
one year from the date of the cancellation; and

120.1.4 all proxy appointments from one year after the end of the meeting to which the
appointment relates.

120.2 It shall conclusively be presumed in favour of the Company that:

120.2.1 every entry in the Register purporting to have been made on the basis of an
instrument of transfer or other document so destroyed was duly and properly
made;

120.2.2 every instrument of transfer so destroyed was a valid and effective in
and properly registered;

ment duly

120.2.3 every share certificate so destroyed was a valid an&aﬁecti C
properly cancelled; and

uly and

120.2.4 every other document mentioned in this Article 12 estr was a valid and
effective document in accordance with the dp in the books or
records of the Company.

120.3 The provisions of this Article 120:

120.3.1 shall apply only to the destrOCti f efit in'good faith and without express
notice of any claim to which the'\de ightibe relevant; and

120.3.2 shall not be const i an the Company any liability in respect of the
destruction of a sPthan provided by this Article 120 or in any
other circumstan i attach to the Company in the absence of this

Article 120.

before the end of riod so long as a copy of such document (whether made
electronicall ther means) has been made and is retained until the end of the

120. le 120 to the destruction of any document include references to its

Directors’ Liabilities

121 Indemnity

121.1 So far as may be permitted by the Legislation every Relevant Officer may be indemnified
by the Company out of its own funds against:

121.1.1 any liability incurred by or attaching to the Relevant Officer in connection with any
negligence, default, breach of duty or breach of trust by the Relevant Officer in
relation to the Company or any Associated Company of the Company other than:

0] any liability to the Company or any Associated Company; and
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(ii) any liability of the kind referred to in Section 234(3) of the Companies Act
2006; and

121.1.2 any other liability incurred by or attaching to the Relevant Officer in relation to or in
connection with the Relevant Officer's duties, powers or office, including in
connection with the activities of the Company or an Associated Company in its
capacity as a trustee of an occupational pension scheme.

121.2 Where a Relevant Officer is indemnified against any liability in accordance with this Article
121, such indemnity may extend to all costs, charges, losses, expenses and liabilities
incurred by the Relevant Officer in relation thereto.

121.3 In this Article 121:

121.3.1 “Associated Company” shall have the same meaning as in Sec 256 of the
Companies Act 2006; and

121.3.2 “Relevant Officer” means a Director, former Directo’r Secfétar Comipany
or of an Associated Company of the Company.

122 Insurance

122.1 Without prejudice to Article 121, the Directors shall e rt hase and maintain
insurance for or for the benefit of:

122.1.1 any person who is or was
Company (as defined in Arti

122.1.2 any person who is or was a
share scheme in

including insurance aga
in relation to such liabili
person’s duties, po
pension fund or e

y or attaching to such person in relation to such
lation to any Relevant Company, or any such

122.2

er body, whether or not incorporated, in which the Company or such parent
king or any of the predecessors of the Company or of such parent
aking has or had any interest whether direct or indirect or which is in any
way allied to or associated with the Company; or

122.2.4 any subsidiary undertaking of the Company or of such other body.

123 Defence expenditure
123.1 So far as may be permitted by the Legislation, the Company may:

123.1.1 provide a Relevant Officer with funds to meet expenditure incurred or to be
incurred by the Relevant Officer:

0] in defending any criminal or civil proceedings in connection with any
negligence, default, breach of duty or breach of trust by the Relevant
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Officer in relation to the Company or an Associated Company of the
Company; or

(ii) in connection with any application for relief under the provisions mentioned
in Section 205(5) of the Companies Act 2006; and

123.1.2 do anything to enable any such Relevant Officer to avoid incurring such
expenditure.

123.2 The terms set out in Section 205(2) of the Companies Act 2006 shall apply to any provision
of funds or other things done under Article 123.1.

123.3 So far as may be permitted by the Legislation, the Company:

authority in connection with any alleged negligen(’ defa
breach of trust by the Relevant Officer in relation the
Associated Company of the Company; and

123.3.2 may do anything to enable any such Relev Offi id incurring such
expenditure.

123.4 In this Article 123:

123.4.1 “Associated Company” s
Companies Act 2006; and

ing as in Section 256 of the

123.4.2 “Relevant Officer” geans : ; Pirector or Secretary of the Company
or of an Associa
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APPENDIX IIT
PRIVATE PLACEMENT MEMORANDUM

STRICTLY PRIVATE AND CONFIDENTIAL

26 January 2016
Metro Bank PLC

ETRO
BANK

(A public limited company incorporated in England and Wales
on 6 November 2007 with registration number 6419578)

OFFER FOR SUBSCRIPTION

illion

| of Private Placement Memorandum.

Board may in its sole discretion determi

This is a confidential communication. Thi
“Company”) solely in connection wi
Private Placement Memorandum i and this Private Placement Memorandum must not be redistributed,

approved by the FCA. The O
In relation 7 deposits, provision of investment services, consumer credit business and arranging and

OF 1933 ECURITIES ACT"), THE LAWS OF ANY STATE OF THE UNITED STATES OR THE
LAWS OF ANY NON-U.S. JURISDICTION AND, SUBJECT TO CERTAIN EXCEPTIONS, MAY NOT BE
OFFERED OR SOLD WITHIN THE UNITED STATES.

Private Placement Advisers

RBC Capital Markets BofA Merrill Lynch  Goldman Sachs International

Co- Private Placement Adviser

Keefe, Bruyette & Woods
(A Stifel Company)

Adviser

Moelis & Company




IMPORTANT INFORMATION: You must read the following before continuing. The following
disclaimer applies to this Private Placement Memorandum and you are therefore advised to read this
section carefully before reading, assessing or making any other use of this Private Placement
Memorandum. In accessing this Private Placement Memorandum, you agree to be bound by the
limitations contained in this Important Information, including any modifications to them from time to
time, each time you receive any information from the Company as a result of such access. You
acknowledge that delivery of this Private Placement Memorandum (whether in physical form or
electronically) is intended for you only as the addressee and you agree that you will not forward this
Private Placement Memorandum or, if applicable, an electronic transmission of this Private Placement
Memorandum, to any other person (other than your professional advisers). This Private Placement
Memorandum has been issued by the Company in connection with the Offers (as defined in this Private
Placement Memorandum) and any circulation of and access to an electronic transmissjon'ef this Private
Placement Memorandum has been and shall be limited so that neither the Offer nor the Top-Up Offer
shall constitute a public offer or a general solicitation. This Private Placement Memerandum:is,being
made available on the basis that the recipients keep confidential any information contained, herein or
otherwise made available, whether orally or in writing, in connection with the Company and its
consolidated subsidiaries (together “Metro Bank™). This Private Placement ‘Memorandum is
confidential and must not be copied, reproduced, published, distributéd, disclosed”or passed to any
other person at any time without the prior written consent of the Company.

This Private Placement Memorandum does not constitute, or ferm partof, any offer or invitation to sell
or issue, or any solicitation of any offer to subscribe for, any Shares in apy circumstances in which such
offer or solicitation is unlawful.

If this Private Placement Memorandum has”beén madg, available to you in electronic form, you are
reminded that documents transmitted via this pi€diam may be altered or changed during the process of
transmission and consequently neither the Company n6f any person who controls it nor any director,
officer, employee or agent of th&“Company ‘ompaffiliate of any such person accepts any liability or
responsibility whatsoever in respect of amy, difference between the documents distributed to you in
electronic format and the hard copy versionjavailable to you on request from the Company. You are
responsible for protecting against viruses and other destructive items and any receipt of an electronic
transmission is at your owfir risksand it s your responsibility to take precautions to ensure that it is free
from viruses and other jtems of a‘destructive nature.

This Private PlacefmentpMemorandum is submitted to you on a confidential basis, among other things,
for the purpose/of evaluating an investment in the Shares. The information contained herein is intended
solely for ‘selected, sophisticated investors having the necessary expertise to determine whether to
agécept the risks inherent in such an investment and does not constitute a prospectus or listing
particulars relating to Metro Bank.

In"makinggah investment decision in relation to the Shares, potential investors must rely on their own
examination of Metro Bank, the Shares and the terms of the Offers described in this Private Placement
Memorandum and any supplement thereto, including the supplemental Private Placement
Memorandum to be dated on or about 16 February 2016 (the “Supplemental Private Placement
Memorandum”) which will contain Metro Bank’s final unaudited financial information as of and for
the three years ended 31 December 2015, as well as the merits and risks involved in an investment in
the Shares. If you are in any doubt about the contents of this Private Placement Memorandum,
you should consult a stockbroker, bank manager, solicitor, accountant or other independent
professional adviser who specialises in advising on dealings in such shares and other securities.

No Director or any other person has been authorised to give any information or to make any
representation other than as contained in this Private Placement Memorandum in connection with the




Offers and, if given or made, such information or representation must not be relied on as having been
authorised by Metro Bank or any of the Directors. The delivery of this Private Placement Memorandum
or the issue or delivery of Shares does not, under any circumstances, constitute a representation or
warranty or create any implication that the information herein is correct as of any time subsequent to
the date hereof.

RBC Europe Limited (trading as RBC Capital Markets) (“RBC”), Goldman Sachs International
(“Goldman Sachs”) and Merrill Lynch International (“BofA Merrill Lynch”) have been appointed as
Private Placement Advisers and Stifel Nicolaus Europe Limited (trading as Keefe, Bruyette & Woods)
(“KBW”) has been appointed as Co-Private Placement Adviser and Moelis & Company UK LLP
(“Moelis & Company”) has been appointed as an adviser (the “Adviser”). Each of RBC, Goldman
Sachs and BofA Merrill Lynch is authorised by the PRA and regulated in the UK by the PRA and the
FCA. Each of KBW and the Adviser is authorised and regulated in the UK by the FCA. RBE, Goldman
Sachs, BofA Merrill Lynch, KBW and Moelis & Company are each acting exclusivelyy for the
Company and no one else in connection with the Offers and they will not regard any. other|person
(whether or not a recipient of this Private Placement Memorandum) as a(€lient in{gelafion tosthe Offers
and will not be responsible to anyone other than the Company for providing the proteetions afforded to
their respective clients nor for giving advice in relation to the Offers dg afty transaction or arrangement
referred to in this Private Placement Memorandum.

The Private Placement Advisers, the Co-Private Placement A@viser, the Adviser and any of their
respective affiliates may have engaged in transactions with, a@nd providedVarious investment banking,
financial advisory and other services for, the Company fomswhichithey, would have received customary
fees.

The contents of this Private Placement Memorandum@should not be considered to be legal, tax,
investment or other advice, and each potedtial investor should consult with its own counsel and
advisers as to all legal, tax, regulatory, financial and related matters concerning an investment in Shares
and as to its suitability for such fnvestof. Burther, potential investors should inform themselves as to the
legal requirements and tax conseguences within the countries of their citizenship, residence, domicile
and place of business with respectifo, the acquisition, holding or disposal of Shares, and any foreign
exchange restrictions that may, be releyant thereto. None of the Company, the Directors, the Private
Placement Advisers, thegCo-Private Placement Adviser or the Adviser is making any representation to
any offeree or purchaser of the Shares regarding the legality of an investment by such offeree or
purchaser under th&laws applicable to such offeree or purchaser. The Offers are not being underwritten
by the Rrivate [Placement Advisers, the Co-Private Placement Adviser, the Adviser or by any other
person. Neither'the Private Placement Advisers, the Co-Private Placement Adviser nor the Adviser will
be involved in settlement of transactions in the Shares in connection with the Offers.

No\person recgiving a copy of this Private Placement Memorandum in any territory may treat this
PrivatepRlacement Memorandum as constituting an offer or invitation to that person to subscribe for
Shares, nor should such person subscribe for Shares, unless in the relevant jurisdiction such an offer or
invitation and subscription could lawfully be made to that person without compliance with any
registration requirements.

None of the Private Placement Advisers, the Co-Private Placement Adviser or the Adviser accepts any
responsibility whatsoever for, or makes any representation or warranty, express or implied, as to the
contents of this document, including its accuracy, completeness or verification, or for any other
statement made or purported to be made by it, or on its behalf, in connection with the Company, the
Shares, the Offers or Admission and nothing in this Private Placement Memorandum will be relied
upon as a promise or representation in this respect, whether or not to the past or future. Each of the
Private Placement Advisers, the Co-Private Placement Adviser and the Adviser accordingly disclaims




all and any responsibility or liability, whether arising in tort, contract or otherwise (save as referred to
above), which it might otherwise have in respect of this Private Placement Memorandum or any such
statement.

Neither this Private Placement Memorandum nor any copy of it may be taken or transmitted into or
distributed in Australia, Canada or Japan or to any resident thereof. Any failure to comply with this
restriction may constitute a violation of the securities laws of Australia, Canada or Japan. The
distribution of this Private Placement Memorandum in other jurisdictions may be restricted by law and
the persons into whose possession this Private Placement Memorandum comes should inform
themselves about, and observe, any such restrictions. Any failure to comply with these restrictions may
constitute a violation of the securities laws of any such jurisdiction.

Potential investors are also required to note the following:

In making an investment decision, potential investors must rely on their own examination of the
Company and the terms of the offering, including the merits and risks involved.

For persons in the United Kingdom only:

This Private Placement Memorandum is not a prospectus for the purpeses of FSMA. Accordingly, the
Shares may not be sold or offered in the UK by means of this Private’Placement Memorandum except
in circumstances which are exempt from the prospectus requirements,of FSMAL In the UK, this Private
Placement Memorandum and the investment activity to whichyit relateshimay only be communicated to,
and is only directed at persons in the following categories, namelys

() persons having professional experience in maftters” relating to investments, being investment
professionals as defined in Article 19(5), of the Financial Services and Markets Act 2000
(Financial Promotion) Order 2005 (as amicnded) (“FPO”);

(i)  persons falling within Article"49(2)(a) to (d) of'the FPO (including high net worth companies
and unincorporated assog¢iations);and

(iii)  persons to whom the communication may otherwise lawfully be made,
(all such persons being together referred #6 as “relevant persons”).

This Private Placement/Memorandum must not be acted on or relied upon by any persons who are not
relevant persons. Any investment or investment activity to which this Private Placement Memorandum
relates is available in“the UK only to relevant persons and will be engaged in only with relevant
persons‘and it will be a ferm of any subscription of Shares pursuant to the Offers that persons with a
UK address warrantihat they fall within one of the categories (i) to (iii) above. Persons in the UK who
fall outside categories (i) to (ii) above must check that they fall within category (iii). Any person in the
UK, who doesgnot fall within categories (i) to (iii) above may not rely on or act upon the matters
communieated in this Private Placement Memorandum. Any person in the UK falling outside
categories (i) to (iii) who has received any document forming part of this Private Placement
Memorandum must return it immediately.

For persons in the European Economic Area only:

This Private Placement Memorandum is being distributed in member states of the European Economic
Area only to (i) persons who are “qualified investors” within the meaning of Article 2(1)(e) of the
Prospectus Directive (Directive 2003/71/EC) (as amended by Directive 2010/73/EU) (“Qualified
Investors™) and (ii) certain other persons to whom the distribution or availability of this Private
Placement Memorandum is permitted by applicable law. This Private Placement Memorandum must
not be acted or relied upon (i) in the United Kingdom, by persons who are not relevant persons and,




except with the specific prior approval of the Company, Qualified Persons, and (ii) in any member state
of the European Economic Area, other than the United Kingdom, by persons who are not Qualified
Investors.

For residents of the United States only:

This Private Placement Memorandum is being distributed in the United States only to persons who are
“accredited investors” as such term is defined in Rule 501(a) of Regulation D under the Securities Act.

THE SHARES BEING OFFERED HEREBY HAVE NOT BEEN APPROVED OR
DISAPPROVED BY THE U.S. SECURITIES AND EXCHANGE COMMISSION (THE “SEC”)
OR ANY OTHER U.S. OR NON-U.S. GOVERNMENTAL OR REGULATORY AUTHORITY,
AND NEITHER THE SEC NOR ANY SUCH OTHER GOVERNMENTAL OR REGULATORY
AUTHORITY HAS CONFIRMED OR PASSED UPON THE ACCURACY OR DETERMINED
THE ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION TO THE CONTRARY IS
A CRIMINAL OFFENCE.

The Shares offered hereby have not been and will not be registered under the Securities A¢t or the laws
of any state of the United States. The Shares are being offered in the United/States onlyto persons who
are “accredited investors” as such term is defined in Rule 501(a) of Regulation D urider the Securities
Act pursuant to an exemption from registration under Section 5 of the Seeurities Act and outside the
United States in reliance on Regulation S under the Securitigs” Act, (“Regulation S’). The Shares
subscribed for in the Offers by purchasers in the United Stategiwill be “restficted securities” (as defined
in Rule 144 under the Securities Act) and are subjectgte, restfictions on transfer. See Part XIII:
“Information on the Offers” of this Private Placement Mepitorandum:

The Company is a public limited company incotporatedguider the laws of England and Wales. In
addition, some of the Directors and the Company’sofficers may reside outside the United States, and
all or a substantial portion of their assets and, the Company’s assets may be located in jurisdictions
outside the United States. As a gesult, itfmay bedifficult for investors to effect service of process within
the United States upon the Compan¥ and these Directors and officers, or to realise in the United States
upon judgments of courts of the"United States predicated upon civil liability provisions of the United
States federal securities lawss

Metro Bank is not a megmber of the)Federal Deposit Insurance Corporation (the “FDIC”). Accordingly,
the deposits held by it are nohinsured by the FDIC.

The inyestment or investment activity to which this Private Placement Memorandum relates is
available only to persons in the United Kingdom, the United States and the European Economic Area
ag described abqve. It is not intended that this Private Placement Memorandum be distributed or passed
on, directly or indirectly, to any other class of person and in any event and under no circumstances
should persouS of any other description rely on or act upon the contents of this Private Placement
Memorandum. This Private Placement Memorandum and its contents are confidential and must not be
distributed or passed on, directly or indirectly, to any other person. Any other person to whom this
Private Placement Memorandum has been passed must return it immediately. This Private Placement
Memorandum is being supplied to you solely for your information and may not be reproduced, further
distributed or published, in whole or in part, by any other person.

Potential investors should read the risk factors set out in Part II: “Risk Factors” of this Private
Placement Memorandum.




PRESENTATION OF FINANCIAL AND OTHER INFORMATION

Historical financial information

Metro Bank’s draft unaudited historical financial information in this Private Placement Memorandum
has been prepared in accordance with IFRS issued by the International Accounting Standards Board
and as adopted for use in the EU. The basis of preparation is further explained in Note 2 of Part VII:
“Historical Financial Information”. The draft unaudited historical financial information consists of the
consolidated financial information of Metro Bank as of and for the years ended 31 December 2013,
2014 and 2015, save in the case of the year ended 31 December 2015, for the changes in consolidated
statement of equity, the consolidated statement of cash flows and the notes in respect of the financial
year then ended, which is not included in this Private Placement Memorandum (the “Historical
Financial Information”). The Historical Financial Information has been prepared op“a going concern
basis.

Metro Bank expects to publish and make available to you on or about 16 Febnfaryh2016 the final
unaudited historical financial information of Metro Bank as of and for the thyee/yearsiended 31
December 2015 in the Supplemental Private Placement Memorandum, andhexpectsithe accountant’s
report of PricewaterhouseCoopers LLP in respect thereof to be issucd and included in the prospectus
published in connection with Admission (the "Prospectus") on or about24 February 2016.

Non-IFRS financial measures

Metro Bank presents certain key performance measures that arenot defined under IFRS but that it finds
useful in analysing its results and that it believes are widélyinsed bypirivestors to monitor the results of
banks generally. These measures include Cgmmon Equity Tier 41 ratio, debt-to-value ratio (“DTV
Ratio”), loan-to-deposit ratio (“LTD Ratio”), netinterestmatgin (“NIM”), return-on-equity and total
capital ratio.

Common Equity Tier 1 ratio is defined, as shage capital, share premium, retained earnings and other
reserves less specified regulatoty adjustments as a percentage of year-end risk-weighted assets. DTV
Ratio is defined as the ratio of\the gross eutstanding amount of a loan to the indexed value of its
collateral. LTD Ratio is defined as‘the, ratio”of loans and advances to customers divided by customer
deposits. NIM is calculatedfasinet intergst income as a percentage of monthly average interest-earning
assets. Return-on-equityhis defined,as profit attributable to ordinary shareholders divided by monthly
average shareholder’s equitypas a percentage. Total capital ratio is defined as the total of Tier 1 and Tier
2 capital as a pep€entageiof year-end risk-weighted assets.

Some”of “these, measurgs are defined by, and calculated in compliance with, applicable banking
regulation, which often provides Metro Bank with certain discretion in making its calculations.

Because of thg discretion that Metro Bank and other banks have in defining these measures and
caleulating the reported amounts, care should be taken in comparing these various measures with
similar measures used by other banks. These measures should not be used as a substitute for evaluating
the performance of Metro Bank based on the Historical Financial Information.

Non-financial information operating data
The non-financial operating data included in this Private Placement Memorandum has been extracted
without material adjustment from the management records of Metro Bank and is unaudited.

Currency presentation

Unless otherwise indicated, all references in this Private Placement Memorandum to “sterling”,
“pounds sterling”, “GBP”, “£” or “pence” are to the lawful currency of the United Kingdom. Metro
Bank prepares its financial statements in pounds sterling. All references to the “Euro”, “euro”, “EUR”




or “€” are to the currency introduced at the start of the third stage of European economic and monetary
union pursuant to the Treaty establishing the European Community, as amended. All references to
“dollars”, “$” or “U.S.$” are to the lawful currency of the United States.

Unless otherwise indicated, the financial information contained in this Private Placement Memorandum
has been expressed in pounds sterling.

Rounding

Percentages and certain amounts in this Private Placement Memorandum, including financial, statistical
and operational information, have been rounded. As a result, the figures shown as totals may not be the
precise sum of the figures that precede them.

Market, economic and industry data

Certain information in this Private Placement Memorandum, in particular the informatio Part III:

“Industry Overview”, has been sourced from third parties. Metro Bank confirms all t arty
information contained in this Private Placement Memorandum has been qcurate re ced’and, so
far as it is aware and able to ascertain from information published by that third p facts have
been omitted that would render the reproduced information inaccurate,or mi ing.

Where third-party information has been used in this Private Place emorandum, the source of

such information has been identified.

Information regarding forward-looking statements

Certain information contained in this Private Placement/Memorandund, including any information as to

al or operating performance and 2020
targets, constitutes “forward-looking statemen : ts, other than statements of historical
, “‘expect”, “anticipate”, “contemplate”,

LEINNT3 > LTSS L RT3 CEINNT3 LR

, “project”, “aim”, “estimate”, “may”, “will”, “could”,

CEINNT3 ELINT3

“target”, “plan”, “intend”, “contin

“should”, “schedule” and simil v forward-looking statements.

ed upon a number of estimates and assumptions that,
, are inherently subject to significant business, economic

° changing demographic developments, including consumer spending, saving and borrowing
habits;

° changes in customer preferences;

° lack of historical operational data and growth management;

° adequacy of Metro Bank’s internal risk management framework, systems and processes;

. the adequacy of loss reserves and access to liquidity;

° the ability to attract and retain senior management and other staff;




° changes to borrower or counterparty credit quality;

° dependence on IT systems and changing technological requirements;

° changes in laws, regulations, taxation, accounting standards or practices;

° adequacy of Metro Bank’s insurance coverage;

° regulatory capital or liquidity requirements and similar contingencies outside Metro Bank’s
control;

° the policies and actions of governmental or regulatory authorities in the UK, the EU or
elsewhere;

° exposure to regulatory scrutiny, legal proceedings, regulatory investigations laints, and

potential regulatory sanctions or adverse judicial judgments as a result thereof; and

° changes in tax legislation. o

See Part I1: “Risk Factors” for more information.

In addition, certain of Metro Bank’s 2020 targets assume, inter alia, terest increases and, due
to the nature of the 2020 targets and the dependence of their achieveme nymerous factors outside

of Metro Bank’s control, may not be achieved by 2020 or at all.

Investors are cautioned that forward-looking statements a tees of future performance.

Forward-looking statements may, and often do, diffe ial m actual results. Any forward-
looking statements in this Private Placement/Memor: m speak only as of the date of this Private
Placement Memorandum, reflect Metro Bank rre ieW with respect to future events and are

uncertainties and assumptions relating to Metro

% gy, liquidity, capital and leverage ratios and the

availability of new funding. In ally consider the factors identified in this Private

Placement Memorandum that ¢ ause al results to differ before making an investment decision.
All of the forward-looking stat

these cautionary statements

made/in this Private Placement Memorandum are qualified by

derta licly to release the result of any revisions to any forward-looking
S ¢ Placement Memorandum that may occur due to any change in Metro Bank’s

No incorporation of website information

The contents of Metro Bank’s website, any website mentioned in this Private Placement Memorandum
or any website directly or indirectly linked to these websites have not been verified and do not form
part of this Private Placement Memorandum, and investors should not rely on such information.
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PART I:

OFFER STATISTICS
Offer Price per Share £24
Number of New Shares to be issued under the Offer 20,833,333
Number of New Shares to be issued under the Top-Up Offer up to 4,166,666
Number of Shares in issue following completion of the Offers™® up to 85,290,502
New Shares as a percentage of the enlarged issued share approximately 29%
capitalV®
Minimum proceeds of the Offers £400 millio
Maximum proceeds of the Offers® £600 million
Notes: o

(2)  Assuming the issuance of the maximum number of New Shares in

6'6

(1) Taking into account the conversion of 916,561 B Shares into Sha theissue c. 166,250 Shares in
connection with the Project Revolution Awards.
op- r.

C/O




PART I:
EXPECTED TIMETABLE OF PRINCIPAL EVENTS

Publication of Private Placement Memorandum 26 January 2016

Opening Date of the Offer Period 27 January 2016

Publication of Supplemental Private Placement c. 16 February 2016
Memorandum

Latest time and date for receipt of completed Application 4.00 p.m. on 22 February 2016

Forms and payment of the Subscription Amount and
Closing of the Offer Period

Confirmation of allocations to Shareholders 23 February 2016
Commencement of conditional trading® 24 February 2016
Closing Date, Admission and crediting of CREST 29 February 2016
accounts®

Despatch of share certificates and refund of surplus by 8 March, 2016

subscription amounts

Notes:

)

@

®)

Each of the dates in the timetable is subject to change. lngparticulak, Metro Bank reserves the right to extend the
Offer Period beyond 22 February 2016 to a date to befdetermined at'the sole discretion of the Board. Metro Bank
also reserves the right to extend the date faripaymentidf the Subscription Amount into the Subscription Account
beyond 22 February 2016.

Prospective investors are required t@ submit their Appli€ation Form during the Offer Period and to make payment of
their Subscription Amount intggthie Subscription, Accotint in Pounds Sterling in cleared funds on or before 4.00 p.m.
on 22 February 2016 (or such later date as the Board may in its sole discretion determine). From the closing of the
Offer Period until Admission; if¢we provideytor you supplementary disclosure, including by way of (i) identifying
information that is in the Rrospeetus that”was not included in this Private Placement Memorandum or any
supplement thereto or (ii)ga,supplementary Prospectus, you will be allowed, for a period of time to be notified to
you, to cancel your subscription, for Shares in the Offers. In such event, the Closing Date and the date of Admission
may change.

Conditional tradingyin Shares”on the London Stock Exchange is expected to commence on an if-and-when-issued
basis on of about 24 February 2016. Admission is expected to take place on or about 29 February 2016.
@onfirmation, of the date for conditional trading and Admission and details of when and where the Prospectus in
connection with'the application for Admission can be obtained will be announced. All dealings in the Shares prior
to the commencement of unconditional dealings will be of no effect if Admission does not take place and will
be at the sgle risk of the parties concerned.
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PART 1II:
RISK FACTORS

Any investment in the Shares is subject to a number of risks. Prior to investing in the Shares, prospective
investors should consider carefully the factors and risks associated with any investment in the Shares, Metro
Bank's business and the industry in which it operates, together with all other information contained in this
Private Placement Memorandum, including, in particular, the risk factors described below. Prospective
investors should note that the risks relating to Metro Bank, its industry and the Shares below are the risks
that the Directors believe to be the most essential to an assessment by a prospective investor of whether to
consider an investment in the Shares. However, the following is not an exhaustive list or explanation of all
risks which investors may face when making an investment in the Shares and should be used as guidance
only. Additional risks and uncertainties relating to Metro Bank that are not currently known t@¥etro Bank,
or that it currently deems immaterial, may individually or cumulatively also have a material adverse effect
on Metro Bank's business, prospects, results of operations and financial position and, jf‘amy, of these risks
should occur, the price of the Shares may decline and investors could lose allyor partyof ftheiryinvestment.
Investors should consider carefully whether an investment in the Shares is suitablle for themdn the light of
the information in this Private Placement Memorandum and their personal\cireumstanees.

Risks relating to the Macroeconomic Environment in which Metro Bank’Operates

Metro Bank is subject to risks arising from the global macrgeconomic environment

Metro Bank’s business is subject to inherent risks arising fs@m macroec¢efiomic conditions in the UK, the
Eurozone and globally, both generally and as they Specifically/affectifinancial institutions. As Metro Bank’s
revenue is derived almost entirely from customers based in‘the,UK, Metro Bank is particularly exposed to
the condition of the UK economy. During the globalfinancial crisis that started in mid-2008, the UK
economy experienced significant turbulénce and|periods Jof recession, adversely affecting, among other
things, the state of the housing mdrket, market inféfeést rates, levels of unemployment, the cost and
availability of credit and the liquidity,of the finaneial markets. As Metro Bank opened its first store in 2010,
it is not possible to assess the impact that the finaneial crisis would have had on its operations.

While economic indicators in the“UK have improved considerably since the peak of the financial crisis,
economic recovery remains Shuggish‘and’the outlook for the UK economy remains uncertain, with some
forecasts predicting modest GrossyDomestic Product (“GDP”’) growth and continued low interest rates over
the near to medium tgfm. IFUK egonomic conditions weaken, or if financial markets exhibit uncertainty or
volatility, ineluding, (as a resulf of a downgrade in the credit rating of the UK Government or the outlook of
the UK panking sector, Metr6 Bank’s ability to grow its business could be materially adversely impacted.

In addition, deterioration in the economic conditions in the Eurozone and globally, including instability in
financialimarkets, may pose a risk to Metro Bank’s business, despite the fact that Metro Bank has no direct
financial ‘exposure outside of the UK. Furthermore, in recent years, the UK financial markets have been at
times negatively impacted by a number of global macroeconomic events, including ongoing concerns
surrounding the large sovereign debts and fiscal deficits of several countries in Europe, a weakening of the
Chinese economy, the potential exit of member states from the European Monetary Union and a decline in
global commodity prices such as crude oil. The effects of these events have been felt in the UK economy
and by UK financial institutions in particular, and it has placed strains on funding markets at times when
many financial institutions had material funding needs. Furthermore, given the interdependence between
financial institutions, Metro Bank is and will continue to be subject to the risk of deterioration, or perceived
deterioration, of the commercial and financial soundness of other financial services institutions, both in the
UK and beyond. Within the financial services industry, the default of any institution could lead to defaults,
liquidity problems and losses by other institutions, including Metro Bank.
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As a High Street bank, Metro Bank’s business performance is influenced in particular by the economic
condition of its customers. With respect to its retail customer base, weak economic conditions in the UK
could lead to higher levels of unemployment, which have historically resulted in a decrease in new mortgage
borrowing and reduced or deferred levels of spending, as well as an increase in arrears, impairment
provisions and defaults. Worsening economic and market conditions may also lead to lower levels of
business investment in the UK, which could result in reduced demand for Metro Bank’s products from its
commercial customers, as well as a reduction in their deposits with Metro Bank, which could have a material
adverse effect on Metro Bank’s business, financial condition and results of operations.

Metro Bank faces risks associated with interest rate levels and volatility

Interest rates, which are impacted by factors outside of Metro Bank’s control, including the fiscal and
monetary policies of governments and central banks, as well as UK and international politi¢alhjand economic
conditions, affect Metro Bank’s results, profitability and consequential return on capital in thtée principal
areas: cost and availability of funding, margins and revenues, and impairment levels.

In recent years, the UK has experienced historically low, sustained interest rates. Low intgrestuates reduce
incentives for consumers to save and, therefore, could reduce Metro Bank’s customer depesits, its principal
source of funding.

Increases in interest rates could also adversely affect Metro Bank. As of 31 Deeember72015, 68% of Metro
Bank’s deposits from customers were variable rate and instant acce$s, @nd in“am increasing interest rate
environment, Metro Bank may be more exposed to re-pricing of itSyliabilitiesythan competitors with higher
levels of term deposits. In the event of sudden large or frequent increases in‘interest rates, Metro Bank also
may not be able to re-price its floating rate assets and liabjlities at the same time, giving rise to re-pricing
gaps in the short term, which, in turn, can negatively.atfect its"NIM and revenue.

Changes in interest rates also impact Metro Bank’sfloan ‘impairment levels and customer affordability. As of
31 December 2015, 45% of Metro Bank’§'loans and advances to customers were variable rate. As a result, a
rise in interest rates, without sufficieftt improvementifenistomer earnings or employment levels, could, for
example, lead to an increase in default ydtes among customers with variable rate loans who can no longer
afford their repayments, in turn leading te. increased impairment charges and lower profitability for Metro
Bank. A high interest rate environment alse tedices demand for loan products generally, as individuals are
less likely or less able to borrow when interest rates are high, thereby reducing Metro Bank’s revenue. In
addition, given that the majority of Metro Bank’s loans and advances to customers are variable rate and
repayable without penaltygthere 18 arisk that a sudden rise in interest rates, or an expectation thereof, could
encourage significant demand, fof fixed rate products. High levels of movement between products in a
concentrated time petied could put considerable strain on Metro Bank’s business and operational capability,
and Mgtro Bank may not'be willing or able to price its fixed rate products as competitively as others in the
market. This could Igad to high levels of customer attrition and, consequently, a negative impact on Metro
Bank’s profitabilitys

In addition, changes in interest rates can affect Metro Bank’s net interest income and margins. The Bank of
England base rate has remained at 0.5% since March 2009, having fallen from 5.5% in December 2007. In
the 30 years preceding December 2007, the lowest level of the base rate was 3.5%. This low interest rate
environment has put pressure on NIMs throughout the UK banking industry. The sustained period of low
interest rates has resulted in relatively low spreads being realised by Metro Bank between the rate it pays on
customer deposits and the rate received on the loans and the structural hedges that Metro Bank enters into
with respect to its equity and non-dated, interest rate insensitive liabilities, reducing Metro Bank’s net
interest income and NIM. Metro Bank’s business and financial performance and net interest income and
margin may continue to be adversely affected by the continued low interest rate environment.
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The inability of Metro Bank to manage its exposure to interest rate volatility, whether through hedging,
product pricing and maintenance of borrower credit quality or other means, could have a material adverse
effect on Metro Bank’s business, financial condition and results of operations.

Metro Bank faces risks related to volatility in UK real estate

The value of Metro Bank’s mortgage portfolio is influenced by UK house prices, and a significant portion of
Metro Bank’s revenue is derived from interest and fees paid on its mortgage portfolio. As of 31 December
2015, £2,156 million, or 61%, of Metro Bank’s loans and advances to customers were mortgages. A decline
in house prices in the UK could lead to a reduction in the recovery value of real estate assets held as
collateral in the event of a customer default, and could lead to higher impairment provisions, which could
reduce Metro Bank’s capital and its ability to engage in lending and other income-generating activities. A
significant increase in house prices over a short period of time could also have a negative smipact on Metro
Bank by reducing the affordability of homes for buyers, which could lead to a reduction in demand for new
mortgages. Sustained volatility in house prices could also discourage potential homebuyers_from committing
to a purchase, thereby limiting Metro Bank’s ability to grow its mortgage portfolio.

In addition, Metro Bank’s mortgage portfolio, like its customer base, is coneentrated in/London and
surrounding areas. Metro Bank has benefited from the fact that in Londom, prime‘tesidential property has
been regarded as a preferred outlet for international capital, and residential'property price growth has been
largely sustained in recent years, in part due to continued growth ingthe buystoslet market. Residential
property prices in the South East of England generally also have, been ‘more resilient to macroeconomic
pressures compared to other regions of the UK. However, there €anibe no assurance that real estate price
growth will continue in these areas. The buy-to-let marketsin the UKhis” predominantly dependent upon
yields from rental income to support mortgage intefest payments andlcapital gains from capital appreciation.
Falling or flat rental rates and decreasing capital valueshwhethereotipled with higher mortgage interest rates
or not, could reduce the potential returns from buy#o-let\properties. In addition, the UK Government’s 2015
summer budget (the “2015 Summer Budget”) intcoduced proposals to reduce the tax relief on mortgage
interest expense available to buy-to-Iet landloxds, whichfmay result in lower yields on buy-to-let property
investments, and the Bank of Englandyha$ also“stated that it is considering increasing the regulatory capital
requirements of banks holding buy-teflethmortgages on their balance sheets, although no specific proposals
have been made. The UK Government alsgparinounced in the 2015 autumn budget statement (the “2015
Autumn Budget”) that stamp duty‘payable’on second homes and certain buy-to-let homes would increase
by 3% from April 2016. Thesefactors could make the purchase of buy-to-let properties and/or second homes
a less viable investmentspropositiomand reduce the demand for related mortgages.

The UK Goyesnment’s intervention into the housing market, both directly through buyer assistance schemes
and indifectly through thegprovision of liquidity to the banking sector under the Bank of England and HM
Treasury’s Funding for Lending scheme (“FLS”), may also contribute to volatility in house prices. This
could\oecur; for example, as a result of the sudden end to buyer assistance schemes, which could lead to a
decrease imphousesprices, or due to their continuation, which would maintain excess funding liquidity in the
mortgage market which has supported a low mortgage interest rate environment, and which could lead to
inflation in house prices. In addition, new rules promulgated by the FCA following the Mortgage Market
Review (“MMR?”) that came into force in April 2014 may also negatively affect mortgage supply and
demand. The future impact of these initiatives on the UK housing market and other regulatory changes or
UK Government programmes, such as the implementation of the European Union Mortgage Credit Directive
by March 2016, is difficult to predict. Volatility in the UK housing market occurring as a result of these
changes, or for any other reason, could have a material adverse effect on Metro Bank’s business, financial
condition and results of operations.
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A UK exit from the European Union could impact Metro Bank’s results

Following the UK general election in May 2015, the UK Government has committed to hold a referendum
by the end of 2017 (but could as early as 2016) on whether the UK will remain in the EU, and Metro Bank
faces risks associated with a vote to exit the EU. For example, because a significant proportion of the
regulatory regime applicable to Metro Bank in the UK and anticipated regulatory reform is derived from EU
directives and regulations, a vote in favour of the UK exiting the EU could materially change the legal
framework applicable to Metro Bank’s operations, including in relation to its regulatory capital
requirements. In addition, a UK exit from the EU could result in restrictions on the movement of capital and
the mobility of personnel. Any of these risks could result in higher operating costs and could have a material
adverse effect on Metro Bank’s business, financial condition and results of operations.

Risks relating to the Operation of Metro Bank’s Business

Metro Bank is reliant on the success of its brand, and it is subject to reputationalharm thatcould
damage its brand

Metro Bank’s success relies significantly on the strength of its brand. The Metrg, Bank brand 1s relatively
new, and there can be no assurance that Metro Bank will be able to continue to“sticcessfully develop its
brand’s reach to grow its market share. This is particularly the case as Metrg Bank’s stratégy has been, and is
expected to continue to be, reliant on its direct distribution channels (comprisihg its highly visible, high-
specification store environments, mobile and internet offerings, and localigentact centres, together with its
unique customer service proposition) to increase its brand awarenessiand foster deposit growth, rather than
the more conventional (and costly) approach to media advertisifigjand sponsorships adopted by other market
participants.

In addition, the Directors believe that Metro Bank’sibrand“is closely associated with the bank’s values,
which emphasise customer service, and which/Metro“Baitk could be forced to compromise due to
competitive pressures. Metro Bank’s brand could also be damaged by reputational harm, which could arise
by failing to address, or appearing tofail to addtess, a variety of issues, such as:

. poor customer service;

° technology failures;

° breaching, or facingyallegations of having breached, legal and regulatory requirements;

° committifig, or facing allegations of having committed, or being associated with those who have

omare accused of committing, unethical practices, including with regard to sales and trading
practices;

o the failure of intermediaries and other third parties on whom Metro Bank relies, such as clearing
banks gthird-party mortgage servicing agents or partners, to provide necessary services; and

° poor business performance.

Although Metro Bank has acquired the trademark “Metrobank” in the UK, the “Metro” name is widely used
by a variety of businesses in the UK, including other FCA-authorised businesses, and in the rest of Europe.
Consequently, there is a risk that Metro Bank’s trademark registration for the word “Metrobank™ and the
wider use of the “Metro Bank” name (for which Metro Bank does not hold a trademark) might be challenged
by the owner of another similar trademark. In the event that a challenge were to be successful, Metro Bank
could be forced to re-brand under a new name at considerable cost and disruption to the business. In
addition, the use of the “Metrobank” name by a bank which is not part of Metro Bank outside of the UK
may confuse customers, and any damage to the reputation of banks operating with similar trade names (such
as Metro Bancorp Inc in the U.S.) could also be detrimental to Metro Bank.
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An inability to manage risks relating to its brand for any reason could have a material adverse effect on
Metro Bank’s business, financial condition and results of operations.

Metro Bank faces risks associated with the implementation of its business strategy

The implementation of Metro Bank’s strategy is subject to a number of risks, including operational,
financial, macroeconomic, market, pricing and technological challenges. See “Information on Metro Bank —
Strategy”. For example, Metro Bank’s business plan involves the expansion of its store network, number of
customers, deposit base and loan book. There can be no guarantee that Metro Bank will be able to achieve
these goals within the timescale envisaged. In relation to the expansion of its store network, which Metro
Bank targets reaching approximately 110 stores by the end of 2020, there is a risk that new stores will not be
as profitable as the more established stores. The success of Metro Bank’s business model also requires
obtaining significant numbers of new customer accounts, either through new customgr jacquisition or
existing customers opening new accounts. Implementing Metro Bank’s strategy will “also require
management to make complex judgements, including anticipating customer trends and needs acrossha range
of financial products, identifying suitable borrowers for the expansion of its loan bookg and structuring and
pricing its products competitively. In addition, growth may negatively impact the continuity of Metro Bank’s
corporate culture and its ability to train staff to reflect its values. There also can pemo guaramtee that Metro
Bank’s technological infrastructure will be adequate to support its planned|growth, or that Metro Bank will
be able to successfully augment its systems if required in a timely manner, or atall.

Furthermore, Metro Bank’s strategy is based on, among other, things,)certain financial expectations,
including its ability to raise new capital and/or debt, which in tufn, eould bg impeded by macroeconomic
factors, including a downturn in the UK, European or globalgeonomics,jiricreased competition in the retail
banking sector and/or significant or unexpected chénges infthe’regulation of the financial services sector in
the UK or Europe. In addition, Metro Bank’s currentlaek ofi@yeredit rating may further impede its ability to
raise capital and/or debt in the future.

Moreover, in recent years, there has beén an,increased foeus by UK regulators on the appropriateness and
sustainability of the business modgls and growth strategies of regulated firms such as Metro Bank.
Regulators no longer focus exclusivelyfon the fmancCial strength of regulated firms but also consider non-
financial resources, including governange, and ‘infrastructure, available to the firm in assessing the
sustainability of the business mgdeland whether it continues to meet regulatory requirements. In addition,
certain regulators have the pOwer to Testrict regulated firms’ ability to develop products or make material
acquisitions. If Metro Bank’s regulators believe that it does not have a sustainable business model or does
not meet any of the y€gulatory conditions, they could remove or restrict Metro Bank’s operating licences
and/or the way,in which it conducts its business.

The inability of Metro Bank to implement its business strategy for any of these reasons could have a
material adverse effect on its business, financial condition and results of operations.

Metro ‘Bank’sgbusiness is subject to risks relating to the cost and availability of liquidity and
funding

The availability of retail and commercial deposits, Metro Bank’s primary source of funding, may be
impacted by increased competition from other deposit-takers or factors that constrain the volume of liquidity
in the market. In addition, Metro Bank’s access to FLS funding may be restricted if it fails to comply with
the FLS’ terms and conditions, as set out by the Bank of England. Metro Bank’s ability to access retail and
commercial funding sources on satisfactory economic terms is also subject to a variety of factors, a number
of which are outside its control, including interest rates, liquidity constraints, general market conditions,
increased competition, regulatory requirements and a loss of confidence in the UK banking system. In
addition, because Metro Bank operates a “savings promise” that customers will have access to Metro Bank’s
“best rate available” for each personal savings account, and that new customers will not receive a more
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favourable rate than existing customers, the cost of Metro Bank’s deposit funding may be higher than that of
its competitors. A loss in customer confidence in Metro Bank could also significantly increase deposit
withdrawals.

While Metro Bank does not intend to rely on wholesale funding, if access to retail and commercial deposit
funding were constrained, Metro Bank may need to make use of the wholesale funding markets. If the
wholesale funding markets were to be fully or partially closed, it is likely that funding would prove more
difficult to obtain on commercially attractive terms. In addition, Metro Bank does not currently hold a credit
rating, which, particularly in a period where liquidity may be scarce, could exacerbate its difficulty in
obtaining funding from the wholesale or capital markets at attractive prices.

Liquidity constraints may impair Metro Bank’s ability to meet regulatory liquidity requirements or financial
and lending commitments. Failure to manage these or any other risks relating to the cost andlavailability of
liquidity and funding may have a material adverse effect on Metro Bank’s business, financial cendition and
results of operations.

Metro Bank faces risks from competition

The market for financial services in the UK is competitive, and competition may intensify#in response to
consumer demand, technological changes, the impact of market consolidation and“siew market entrants,
regulatory actions and other factors. The financial services markets in ‘wWhich, Metr0 Bank operates are
mature, and growth by any bank typically requires obtaining market share ftom competitors.

Metro Bank faces competition from established providers of finan¢tal’services, including banks and building
societies, some of which have substantially greater scale andsfinancial‘teésources, broader product offerings
and more extensive distribution networks than Metro BanksIn addition, while Metro Bank utilises the
“standardised” approach for assessing credit risk, WhichWtendsfto overestimate credit risk of lending
portfolios, leading to higher risk-weighted assets, gertain_ @ompetitors may utilise the internal ratings-based
approach, which allows them to hold les§'capital against their lending than the standardised approach, thus
freeing up additional capital that could be used to lendito’customers. Established banks may also be subject
to less stringent capital adequacy requitemients than Metro Bank.

Historically, Metro Bank has not incurredhmaterial traditional marketing expenditure on its products and
services in order to raise its profiletin the UK banking market. However, there can be no assurance that it
will not have to do so in the future te,compete more effectively, which could lead to increased costs
associated with acquiring new<eustomers. Also, due to their scale, many of Metro Bank’s established
competitors are able t@” cross-subsidise their product offerings more efficiently than Metro Bank, as profits in
certain busingsses allow themto absorb losses for longer periods to develop other business lines. In addition,
as a resylt of their largelestablished deposit and asset base, established banks are often better positioned to
offer dash incentives to attract new customers, as well as higher temporary “teaser” interest rates for deposits
or lowen temporary rates for loans to attract new customers.

Metro Bankalso faces potential competition from new banks in the UK, such as TSB, from banking
businesses developed by large non-financial companies, such as Tesco and Virgin Money, from “challenger
bank™ entrants, such as Aldermore, and from fundamentally new entrants into the UK banking sector, such
as peer-to-peer lending platforms.

Furthermore, Metro Bank faces competitive pressure in relation to the payment systems it uses in connection
with its debit and credit cards from both established and non-traditional payments processors. Metro Bank
relies on certain competitors to provide important payment clearing services, and these competitors could
impose significant fees or restrictions on Metro Bank to access these systems. In addition, companies that
promote disintermediation in payment systems, such as PayPal and Apple Pay, are increasingly used by
customers to process merchant transactions, and these companies may capture payment transaction revenue
that would otherwise be earned by Metro Bank.
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Any failure to manage the competitive dynamics to which Metro Bank is exposed could have a material
adverse effect on its business, financial condition and results of operations.

Metro Bank is exposed to risks relating to relationships with intermediaries

Metro Bank relies on its network of intermediaries, having derived approximately 84% of its mortgage
portfolio and 61% and 75%, respectively, of its invoice and asset finance portfolios from intermediaries in
2015, with the top 10 brokers accounting for approximately 80% of all intermediary-originated loans in the
same year. Metro Bank has limited oversight of intermediaries’ interactions with prospective customers, and
if intermediaries violate applicable regulations or standards when selling Metro Bank’s products, Metro
Bank’s reputation could be harmed. In addition, Metro Bank may fail to develop products that are attractive
to intermediaries or otherwise not succeed in developing relationships with intermediaries. Furthermore,
Metro Bank could lose the services of intermediaries with whom it does business; for example, as a result of
market conditions causing their closure or intermediaries switching to Metro Bank’s competitors due to
higher commissions or other incentives. The loss or deterioration of Metro Bank’s relationships with its
intermediaries could have a material adverse effect on Metro Bank’s business, financial£onditien and results
of operations.

Metro Bank is subject to risks concerning customer and counterparity ereditquality

Metro Bank has exposures to counterparties and obligors whose credit qualityiéan have)a significant adverse
impact on Metro Bank’s earnings and the value of assets on Metro Bank’s balance sheet. As part of the
ordinary course of its operations, Metro Bank estimates and establishes prowisions for credit risks and the
potential credit losses inherent in these exposures. This process, whichiis critical to Metro Bank’s results and
financial condition, requires expert judgements, including” forecasts 0f how changing macroeconomic
conditions might impair the ability of customers g@hepay théir loans. Metro Bank may fail adequately to
identify the relevant factors or accurately estimate_theyimpactiand/or magnitude of identified factors. In
respect of Metro Bank’s interest-only mortgage bgdok, these, assessments may be incomplete. For example,
Metro Bank lacks information on custemer repayment vehicles for certain of its interest-only mortgage
holders. As a result, Metro Bank hag{reduced visibility“of future repayment issues in respect of its interest-
only mortgages, which limits Metro'Bank’s ability,to estimate and establish reserves to cover exposures
resulting from when customers are urfable te repay’interest-only loans at their maturity.

Furthermore, there is a risk that, despite Metro Bank’s belief that it conducts an accurate assessment of
customer credit quality, customers are mhable to meet their commitments as they fall due as a result of
customer-specific circumstances, dmacroeconomic disruptions or other external factors. The failure of
customers to meet th¢ir commitments as they fall due may result in higher impairment charges or a negative
impact onfairswalue in Metrg Bank’s lending portfolio. Because Metro Bank was established in 2010, its
loans afid advances to“cuStomers are relatively unseasoned, and it has limited experience in testing and
tracking its impairment and loan loss provisioning strategies. Deterioration in customer credit quality and a
resultingincrease in/impairments could have a material adverse effect on Metro Bank’s business, financial
condition anidestlts of operations.

Concentration of credit risk could increase Metro Bank’s potential for losses

Substantially all of Metro Bank’s business relates to customers in the UK, and more specifically,
predominantly those in London and the South East of England. If a disruption to the credit markets or an
adverse change in economic or political conditions were to have a disproportionate effect on London and the
South East of England, Metro Bank could be exposed to greater potential losses than some of its
competitors, which could have an adverse effect on its business, financial condition and results of
operations.

17



Metro Bank’s risk management policies may not be effective

Metro Bank faces a wide range of risks in its core business activities, including credit risk and liquidity risk,
conduct risk and interest rate risk. See Part X: “Risk Management”. Effective risk management requires,
among other things, robust policies, processes and controls for the accurate identification and control of a
large number of transactions and events, and Metro Bank’s risk management policies, processes and controls
may not prove to be adequate. Metro Bank has a range of tools designed to identify, assess and manage the
various risks which it faces, some of which are based on historical market behaviour. These methods may be
inadequate for predicting future risk exposure, which may prove to be significantly greater than what is
suggested by historical experience. Other methods Metro Bank utilises for risk management are based on the
evaluation of markets, customers or other information that is publicly known or otherwise available to Metro
Bank. This information may not always be correct, updated or correctly evaluated. It is difficult to predict
changes in economic or market conditions and to anticipate the effects that these changestcould have on
Metro Bank’s financial performance and business operations, particularly in periods of unusuali@x extreme
market conditions. If Metro Bank’s risk management policies, processes and controls areqdneffective for any
reason, this could have a material adverse effect on its business, financial condition and/tesults\of opérations

Metro Bank is exposed to operational risks in the event of a failure of its“information technology
(“IT”) systems, and Metro Bank relies on third parties for significant€lementsiefits IT and other
middle and back office processes

Metro Bank’s business is dependent on processing a high volume of gomplex transactions across numerous
and diverse products and services accurately and efficiently. Metro,Bank al§6 depends on technology to
maintain its reputation for quickly and seamlessly processing custemer requests, including account
openings, payments and transfers. As a result, any gveakness ip”Metgo Bank’s IT systems, online or mobile
banking platforms, or operational processes could’have,an adverse effect on its ability to operate its business
and meet customer needs.

While Metro Bank has disaster recovery and busihess continuity contingency plans in place, an incident
resulting in interruptions, delays, the loss of‘corruptionof data or the cessation of systems can still occur.
Metro Bank also periodically upgradeshitS existingisystems, and problems implementing these upgrades may
lead to delays or loss of service to Mé€troiBank’s eustomers, as well as an interruption to its business, which
could expose Metro Bank to potential liability:

In addition, Metro Bank oufsources sigiificant elements of its IT and network functions and some of its
middle and back office_processesihsuch as telephony infrastructure and data centre infrastructure, to third
parties. Metro Bank @lso relies on/Certain third-party vendors, such as Temenos Group AG (“Temenos”) for
its core bamking engine software, Pepper Group Limited (“Pepper”) for its mortgage servicing software,
Microsgft for a variety‘of @perational software and a series of third parties to support the infrastructure for its
debit and credit cards. In addition, Metro Bank relies on Barclays PLC as its clearing bank. If these third
parties Were unable £o deliver their services to Metro Bank in a timely manner and in accordance with Metro
Bank’s specifieations, Metro Bank’s ability to meet its customer service levels could be compromised.

Metro Bank’s systems are also vulnerable to damage or interruption from other factors beyond its control,
such as floods, fires, power loss, telecommunications failures and other similar events. In addition, any
breach in the security of Metro Bank’s systems, for example from sophisticated attacks by cybercrime
groups, could disrupt its business, result in the disclosure of confidential information and create significant
financial and legal exposure, as well as damage to Metro Bank’s reputation.

Metro Bank’s operations must be considered in the light of the risks, uncertainties, expenses and difficulties
frequently encountered by companies in their early stages of development. Metro Bank expects to continue
to introduce new IT systems and upgrades as its business expands, and there can be no guarantee it will be
able to efficiently implement these changes efficiently or cost effectively, or that its current IT systems will
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have sufficient scalability to support Metro Bank’s planned growth. Any actual or perceived inadequacies,
weaknesses or failures in Metro Bank’s IT systems or processes could have a material adverse effect on its
business, financial condition and results of operations.

Metro Bank must comply with data protection and privacy laws and may be targeted by
cybercriminals

Metro Bank’s operations are subject to a number of laws relating to data privacy, including the Data
Protection Act 1998 and the Privacy and Electronic Communications (EC Directive) Regulations 2003. The
requirements of these laws may affect Metro Bank’s ability to collect and use personal data, transfer
personal data to countries that do not have adequate data protection laws and also to utilise cookies in a way
that is of commercial benefit to Metro Bank. Enforcement of data privacy legislation has become
increasingly frequent and could result in Metro Bank being subjected to claims from its customers that it has
infringed their privacy rights, and it could face administrative proceedings (including criminal*preceedings)
initiated by the Information Commissioner’s Office in the UK. In addition, any enguiries ‘made, or
proceedings initiated by, individuals or regulators may lead to negative publicity and potential liability for
Metro Bank. Metro Bank must also comply with the Payment Card Industry Data Secyrity JStandards in
respect of any data collected, transferred or processed in respect of any customer payments'from branded
payment cards. Non-compliance with these standards may lead to Metro Bafik facing fines, increased card
handling fees or withdrawal of payment processing services in the future.

The secure transmission of confidential information over the intgrpet andythe security of Metro Bank’s
systems are essential to its maintaining customer confidence and emsuring )eompliance with data privacy
legislation. If Metro Bank or any of its third-party suppliefS“fails to“ttafismit customer information and
payment details online securely, or if they otherwige, fail tofpgétect customer privacy in online transactions,
or if third parties obtain and/or reveal Metro Bank’s confidenfial information, Metro Bank may lose
customers and potential customers may be deterred from ising Metro Bank’s products and services, which
could expose Metro Bank to liability afid could have a material adverse effect on its business, financial
condition and results of operations.

Metro Bank may suffer loss as a result of fraud; theft or cybercrime

As a financial institution, MetrogBank is subject to a heightened risk that it will be the target of criminal
activity, including fraud, theft or cybeterime. For example, Metro Bank is exposed to potential losses due to
breaches of its terms of busimess by its customers (e.g., through the use of a false identity to open an
account) or by customefShengaging in fraudulent activities, including the improper use of legitimate
customer acgounts. In addition, losses arising from staff misconduct may result from, among other things,
failure tosdocuthent fransactions properly or obtain proper internal authorisation in an attempt to defraud
Metro Bank, or from physical theft at Metro Bank’s stores. There also can be no assurance that Metro Bank’s
systems will not be subject to attack by cybercriminals, including through denial of service attacks, which
could significantlygdisrupt Metro Bank’s operations. Any of these activities may be difficult to prevent or
detect, and“Metro Bank’s internal policies to mitigate these risks may be inadequate or ineffective. Metro
Bank may not be able to recover the losses caused by these activities or events, and it could suffer
reputational harm as a result of them, either of which could have a material adverse effect on its business,
financial condition and results of operations.

Metro Bank is subject to risks associated with its hedging, treasury operations and investment
securities portfolio, including potential negative fair value adjustments

Metro Bank faces risks related to its hedging operations. Metro Bank engages in hedging activities; for
example, to limit the potential adverse effect of interest rate fluctuations on its results of operations.
However, Metro Bank does not hedge all of its risk exposure and cannot guarantee that its hedging strategies
will be successful due to factors such as behavioural risk, unforeseen volatility in interest rates or decreasing
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credit quality of hedge counterparties in times of market dislocation. If its hedging strategies are not
effective, Metro Bank may be required to record negative fair value adjustments. Losses from the fair value
of financial assets could also have a material adverse effect on Metro Bank’s capital ratios.

Through its treasury operations, Metro Bank holds liquid asset portfolios for its own account, exposing
Metro Bank to interest rate risk, basis risk and credit spread risk. Under volatile market conditions, the fair
value of Metro Bank’s liquid asset portfolios could fall more than estimated and cause Metro Bank to record
mark-to-market losses. In addition, as of 31 December 2015, Metro Bank had investment securities of
£2,000 million, principally comprising conservative, low-interest paying instruments, such as AAA, AA and
A-rated residential mortgage-backed securities, gilts, UK treasury bills, covered bonds and bonds issued by
corporates and financial institutions. Metro Bank uses investment securities as a source of liquidity and an
outlet to deploy customer deposits which have not been lent to customers. Metro Bank Has also pledged
£524 million in investment securities as collateral to the Bank of England for the £465 millionjit,had drawn
down from FLS as of 31 December 2015. Despite the conservative nature of its investment Securities
portfolio, there can be no guarantee that the value of Metro Bank’s investment securitieS postfolio will not
decrease. In a distressed economic or market environment, the fair value of cerfdin of Metrg' Bank’s holdings
and exposures may be volatile and more difficult to estimate because of markefyilliquidity4Valuations in
future periods, reflecting then prevailing market conditions, may result in significantnegative changes in the
fair value of Metro Bank’s exposures and holdings.

Interest rate insensitive balances, for example current accounts, forfn a significant part of Metro Bank’s
funding. Metro Bank assumes that these balances will have a matiirity in excess of five years. However, if
customer behaviour were to change significantly, these balanees, may becoime more volatile, which could
have a material adverse effect on the revenue generated by thesgsbalances:.

Any inability of Metro Bank to effectively manage its hedgimgtréasury operations or investment securities
could have a material adverse effect on its business{ finaneial condition and results of operations.

Metro Bank could fail to attract of retaifysenior’ management or other key colleagues

Metro Bank’s success depends on theleositinued service and performance of its key colleagues, particularly
its senior management, and its abilitystoiattract, retain and develop high-calibre talent. Metro Bank may not
succeed in attracting and retainingkey personn€l if they do not identify or engage with Metro Bank’s brand
and values. In addition, as a relativelyimew market entrant, Metro Bank may not have sufficient scale to offer
staff rates of compensation/oriepportanities to advance within the organisation comparable to its larger
competitors, particulaclymat, morepsénior levels. In addition, external factors such as macroeconomic
conditions, the developing and inCreasingly rigorous regulatory environment, changes to work permit and
visa rulesg6T negativeimedia attention on the financial services industry may adversely impact attracting and
retainigg staff.

Furthermore, the sugtessful launch and management of Metro Bank’s early stage operations is a significant
achievement forgVletro Bank’s senior management team. This unique experience may make them more
attractive to Metro Bank’s competitors or other institutions who may seek to hire them, and Metro Bank may
be unable to find qualified replacements.

In addition, CRD IV requires the UK to impose restrictions on the remuneration of certain bank staff,
including a cap on bonuses and a requirement that variable remuneration be subject to risk adjustment and
be partially deferred. These restrictions have been implemented through a revised Prudential Regulation
Authority (“PRA”) Remuneration Code. There continues to be political pressure for further regulation of
remuneration for individuals working in the financial services sector, including banking executives. Under
the new regime for senior managers (introduced in the Financial Services (Banking Reform) Act 2013 (the
“Banking Reform Act”)), which comes into force on 7 March 2016, individuals carrying out positions of
significant influence at banks are individually responsible for defined areas of the business and can be held
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to account by the PRA and FCA on that basis. The Banking Reform Act also introduced a new criminal
offence applicable to senior managers of reckless mismanagement resulting in a bank failure (punishable by
a maximum seven years’ imprisonment). These types of legislation, regulation and rules (including the PRA
Remuneration Code) may reduce the willingness of potential executive directors and senior colleagues to
provide their services to Metro Bank.

Any failure to attract and retain key colleagues, including senior management, could have a material adverse
effect on Metro Bank’s business, financial condition and results of operations.

Metro Bank’s business model requires the lease or purchase of suitable premises for stores

Metro Bank’s business strategy depends on securing leases, which are typically long term, or purchasing
premises in prime locations for its store network. However, competition for these types of preperties is likely
to be significant, and Metro Bank cannot be certain it will be able to secure its premises ef choice or
necessary planning approvals. Any future inability to obtain additional suitable leases or purchases for its
properties could have a material adverse effect on the success of Metro Bank’s growthistrategy and its
business, financial condition and results of operations.

Claims and litigation could impact upon Metro Bank’s reputation and earnings

Metro Bank is subject to legal and regulatory proceedings in the course ofits business?” Risks relating to
these proceedings may arise for a number of reasons, including (i) Metro Bankes Business may not be, or
may not have been, conducted in accordance with applicable laws or gegulations, (11) contractual obligations
may either not be enforceable as intended or may be enforced in a/way, that 15 @dverse to Metro Bank or (iii)
liability for damages may be incurred to third parties harmedgby the eonduct of Metro Bank’s business.
There can be no assurance that Metro Bank will pgevail in{any futire litigation or regulatory proceedings.
Any litigation or other proceedings, whether or not 'détermined indVetro Bank’s favour or settled by Metro
Bank, could be costly and may divert the effortsgandtattention of Metro Bank’s management and other
personnel from normal business operations. In addition,jany proceedings could adversely affect Metro
Bank’s reputation and the market’s pefeeptiomof MetreBank and the products and services that it offers, as
well as customer demand for those {products and, services, which could have a material adverse effect on
Metro Bank’s business, financial condition and resplts of operations.

Metro Bank does not control&ertain internet domain names similar to its own

Metro Bank owns and usesf{the domain‘metrobankonline.co.uk”. Metro Bank purchased the registered
trademark ‘“Metrobank” from amhindividual who also owns the internet domain “www.metrobank.co.uk”
(which was not acquired by"Metro/Bank). When Metro Bank bought the registered trademark, it entered into
an agreementithat provided Metro Bank would not attempt to use its rights in the registered trademark to
gain coptrol of the interietsdomain. As a result, Metro Bank cannot control who might purchase the domain
or the/purpose for which it might be used. In addition, the domain “metrobank.com” belongs to a third party
and is used to provide links to a variety of financial and diverse services and offerings in the Philippines.
Metro Bankss inability to control these domains, or others with similar names to that of its own, could have a
material adverse effect on Metro Bank’s reputation, business, financial condition and results of operations.

Metro Bank is subject to changes in taxation laws

Metro Bank’s activities are conducted in the UK, and consequently, it is subject to a range of UK taxes.
Revisions to tax legislation or to its interpretation could result in increased tax rates (including in relation to
UK Corporation Tax rates) or additional taxes. For example, in November 2015, the UK Parliament passed a
bank surcharge of 8% which will apply from 1 January 2016. In addition, Metro Bank is subject to periodic
tax audits, which could result in additional tax assessments relating to past periods.

Adverse changes in tax laws, and any other reform amendment to, or changes in the interpretation or
enforcement of, applicable tax legislation (including in relation to the recognition of deferred tax assets) that
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negatively impact Metro Bank or its customers could have a material adverse effect on Metro Bank’s
business, financial condition and results of operations.

Regulatory Risks

Metro Bank operates in a highly regulated industry that has come under increased regulatory
scrutiny in recent years

Metro Bank, in common with other financial services firms, has in recent years faced increased levels of
scrutiny from regulators in respect of the conduct of its business. Following the financial crisis, this scrutiny
has been supplemented by additional powers intended to protect consumers and ensure redress. Metro
Bank’s principal regulators are the PRA (which is responsible for prudential regulation) and the FCA (which
is responsible for conduct regulation). The PRA and FCA can apply a wide range of sanctionsyto firms (and
individuals working for firms) found to be operating in breach of their regulations, or in a mannegideemed to
pose a significant risk to their statutory obligations, including public or private censurggfines, regulatory
proceedings and, in extreme cases, suspension or withdrawal of authorisation_to operdte partieular parts of
their business or prosecution.

The FCA, Metro Bank’s conduct regulator, has highlighted strengthening, eénsumen, protection as a key
priority in its Business Plan for 2015 and 2016. In addition, the FCA is eurtently undertaking a series of
thematic reviews, including in relation to the cash savings marketggeredit “card market, early arrears
management in unsecured lending and a “Responsible Lending Review™ MMetro Bank was requested to
provide and has provided information disclosure in relation to the"B€A’s review of the cash savings and
credit card markets. The FCA also announced in October 20§52 *Call forInputs” on barriers to competition
in the UK mortgage sector, with a view to launching a matket study in the first quarter of 2016. Any
recommendations that the FCA may make in relation to thesegof any of its other thematic reviews could
impact Metro Bank’s business, although given thé early stages of the reviews, Metro Bank is unable to
assess their potential impact, if any, on its business!

Since April 2014, the FCA has alsojbeen charged with oversight of regulated consumer credit activities,
providing it with broad regulatory authogity over a wide range of aspects of Metro Bank’s lending business,
such as the format and content of its custemer communications and its terms of business. The FCA is
empowered to require firms to gperate a consumer redress scheme, under which the firm is required to make
redress to customers where jt has failedyto carry on its activities in accordance with its legal or regulatory
obligations. The FCA also_hastempofary product intervention powers, which enable it to restrict certain
products, product features ot their promotion for up to 12 months without consultation. Certain consumer
bodies havedthe power to refer so-called “super-complaints” to the FCA for further investigation as well.
Most banking customersiiafe also entitled to refer complaints to the Financial Ombudsman Service (the
“FOSF), and recent years have seen an increase both in the number of cases referred to the FOS and general
publiciawareness regarding the ability to challenge firms.

Investigating“and dealing with proceedings, making redress and the cost of any regulatory sanctions may
involve significant expense. The use of product intervention powers by the FCA may restrict Metro Bank’s
operations and its ability to offer new products to its customers. In any case, adverse publicity relating to
regulator action could undermine customer confidence in Metro Bank and reduce demand for its products
and services, which could have a material adverse effect on Metro Bank’s business, financial condition and
results of operations.

Metro Bank will be subject to new legislation on mortgages

The EU Directive on credit agreements relating to residential property, commonly known as the Mortgage
Credit Directive (“MCD”), will enter into force in the UK from 21 March 2016. Changes to the UK’s
existing mortgage regulation include amendment of the definition of “regulated mortgage contract” to
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include second charge lending, bringing the regulation of second charge mortgage lending into line with first
charge lending (rather than it being regulated under the FCA’s consumer credit regime), and the
establishment of a framework for regulating buy-to-let mortgage lending to consumers. The European
Commission has also indicated that it will be carrying out further work around mortgage foreclosure, default
and underwriting requirements and the MCD itself provides for a review after five years. These changes, as
well as future changes to the way in which the mortgage market will be regulated in the UK, might adversely
impact Metro Bank’s mortgage underwriting business and, more generally, have a material adverse effect on
Metro Bank’s business, financial condition and results of operations.

Metro Bank is subject to prudential regulatory capital and liquidity requirements

The prudential regulatory capital and liquidity requirements applicable to banks have increased significantly
over the last decade, largely in response to the financial crisis but also as a result of/eontinuing work
undertaken by regulatory bodies in the financial sector subject to certain global and national mandates. The
prudential requirements are likely to increase further in the short term, not least in connection withiengoing
implementation issues as noted further below, and it is possible that further regulatory chamges imay be
implemented in this area in any event.

The prudential regulatory capital and liquidity requirements to which MetrgyBanhk is'subject are primarily set
out in the Capital Requirements Directive IV 2013/36/EU (as implementediin the UK through applicable
regulatory rules which, in relation to, Metro Bank will be set out ingthe PRA Ratlebook and other PRA
publications) and the Capital Requirements Regulation (“CRR” and togethef)  CRD IV”). In addition Metro
Bank is subject to additional requirements imposed by the PRA té theyextentnot inconsistent with CRD IV
(see Part VI: “Supervision and Regulation” for more details”of the prudeéntial regime applicable to Metro
Bank).

Although many of the measures in CRD IV tookseffeet in the UK from 1 January 2014, some of the
measures are to be phased in over a transitional period endifig on 31 December 2018, though such phased
implementation is in some cases subjéet togthe PRAs sight (which it has largely exercised) to apply an
expedited timeframe. In particular, the, liquidityitegime 1s being phased in, though a significant part of it, the
Net Stable Funding Ratio which is not expected to’apply until 2018, is subject to further review and more
detailed development.

In addition, CRD IV requirgments “adopted in the United Kingdom or the way those requirements are
interpreted or applied may ‘Change, ingluding as a result of binding regulatory or implementing technical
standards or guidance t6*beldeveloped by the European Banking Authority, changes to the way in which the
PRA interprets and @pplies theése requirements to UK banks or further changes to CRD IV agreed by EU
legislatops” Similarly'there may be changes to national prudential requirements which apply to banks. These
changgs, either individually or in aggregate, may lead to further unexpected enhanced prudential
requirements in relation to Metro Bank’s capital, leverage, liquidity and funding ratios and requirements. It
is noted that theredre a number of initiatives underway which, if implemented, could also affect prudential
capital and“hiquidity requirements in the future. For example, the Basel Committee is considering changes to
the market risk framework and also the calculation of interest rate risk in the banking book.

Metro Bank sets its internal target amount of capital and liquidity based on PRA guidance and following an
assessment of its risk profile, market expectations and regulatory requirements in relation to both capital and
liquidity. Metro Bank may experience a depletion of its capital resources through increased costs or
liabilities incurred as a result of the crystallisation of any of the other risks described elsewhere in this Part
II: “Risk Factors”. If, for example, market expectations as to capital levels increase, driven by, for example,
the capital levels or targets among peer banks, or if new regulatory requirements are introduced, Metro Bank
may experience pressure to increase its capital ratios. An analogous risk applies in relation to liquidity.
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Due to its growth, Metro Bank’s capital requirements are subject to increase. If Metro Bank fails to meet its
minimum regulatory capital or liquidity requirements, it may be subject to administrative actions or
sanctions. In addition, a shortage of capital or liquidity could affect Metro Bank’s ability to pay liabilities as
they fall due, pay future dividends and distributions, and could affect the implementation of its business
strategy, impacting future growth potential. If, in response to any capital shortage, Metro Bank raises
additional capital through the issuance of share capital or capital instruments, existing shareholders may
experience a dilution of their holdings or reduced profitability and returns. Any inability of Metro Bank to
maintain its regulatory capital or liquidity requirements, or any legislative changes that limit Metro Bank’s
ability to manage its capital effectively may have a material adverse effect on Metro Bank’s business,
financial condition and results of operations.

Metro Bank is subject to rules relating to regulatory action in the event of a bank failure

Under the Banking Act 2009 (the “Banking Act”), substantial powers were granted to HM ‘[teasury, the
Bank of England, the PRA and the FCA (together the “Authorities”) as part of the special resolutiomregime
(the “SRR”). These powers enable the Authorities to engage with and stabilise UK-incgrporated institutions
authorised to accept deposits that are failing or are likely to fail.

As discussed in more detail in Part VI: “Supervision and Regulation™y, the Banking Act was recently
amended to give effect to aspects of the recently adopted EU-wide framework for the recovery and
resolution of credit institutions and investment firms, commonly known as“the Banking Recovery and
Resolution Directive (the “BRRD”), including expanding the powers [available to the Authorities thereunder.
As a result, the SRR now consists of the following five stabilisatiofi‘@ptions, which could be imposed on any
bank, including Metro Bank: (i) transfer of all or part of the buSingss of'thesfelevant bank entity or the shares
of the relevant bank entity to a third-party private séctor putchdser; (ii) fransfer of all or part of the business
of the relevant bank entity to a “bridge bank” established anduwholly owned by the Bank of England; (iii)
transfer of the assets, rights and liabilities of the relévantbank entity to an asset management vehicle created
and part owned by the Bank of England@r Treasury; (iv) temporary public ownership of the relevant bank
entity; and (v) bail-in, which effectively allows the #elévant bank entity to be recapitalised through the
writing down or conversion of debt liabilifies to'equity (the “general bail-in” tool). In relation to the transfer
stabilisation options in (i) to (iv) above,, the Authorities also would have the ability to modify certain
contractual arrangements of the relevant entity,in certain circumstances.

In addition, as a result of thédBRRD)the/Banking Act was amended to require that loss absorbing capital
instruments are written down or ¢onverted before or at the same time as any of the stabilisation options are
implemented (the “mahdatery bail-in” tool).

Subject tgrCertain protections/for limited liabilities, the mandatory bail-in tool and the general bail-in tool
enablefthe Authorities to write down the claims of shareholders and unsecured creditors of a failing
institution and to conyert unsecured debt claims to equity. The bail-in rules were designed to help ensure that
the shareholders and unsecured creditors of a failed institution (rather than taxpayers) meet the costs of an
institution’s failure. In the UK, a bail-in would be effected by the Bank of England as resolution authority
with no need for court approval, and a bail-in order cannot be challenged in court (although it is subject to
judicial review). The BRRD rules were largely implemented in the UK with effect from January 2015
(except in relation to certain requirements relating to the contractual recognitions of bail-in and MREL
referred to below which are expected to come into force in January 2016). If Metro Bank were to become
subject to bail-in or resolution powers, existing shareholders may experience a dilution or cancellation of
their holdings. Some provision is made in the Banking Act for compensation orders to be made in certain
specified circumstances but the extent of the compensation will be determined having regard to the
particular fact matrix and the principles set out in the Banking Act. These essentially require that no
shareholder or creditor should be worse off under an SRR process than it would have been under a
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hypothetical insolvency, which means that it is not certain that compensation would be received in a
particular case.

Institutions subject to BRRD will also be required to meet a minimum requirement for own funds and
eligible liabilities (“MREL”) capable of being bailed-in. The MREL requirement will be equal to a
percentage of total liabilities and own funds to be set by the Bank of England. The EBA has issued final
draft standards on the specific criteria that will apply to the calculation and requirements of MREL, but these
have yet to be adopted by the European Commission. The implementation of the MREL requirements may
require Metro Bank to raise additional capital or adjust its current capital levels, which could have a material
adverse effect on Metro Bank’s business, financial condition and results of operations.

Finally, the BRRD requires that certain claims of certain depositors and the Financial Services
Compensation Scheme (the “FSCS”) (to the extent it covers claims of depositors in a bank‘insolvency) are
given preferential status in the bank insolvency. Where Metro Bank has large numbers of depositors entitled
to Financial Services Compensation Scheme protection, this means those depositors and_the FSCS will get
preferential treatment ahead of other unsecured creditors generally, but this will{not/affect amounts
distributable to shareholders which rank last on any insolvency in any event.

Metro Bank must comply with anti-money laundering, anti-briberyjand sanctions regulations
Metro Bank is subject to laws regarding money laundering and the financing of terrorism, as well as laws
that prohibit Metro Bank, its staff or intermediaries from making impréperpayments or offers of payment to
foreign governments and their officials and political parties fordthe purpese of obtaining or retaining
business, including the UK Bribery Act 2010. Monitoring compliancewith anti-money laundering and anti-
bribery rules creates a significant financial and operational burden fer banks and other financial institutions
and requires significant technical capabilities. In/ré€ent yeafs, enforcement of these laws and regulations
against financial institutions has become more aggressive, resulting in several landmark fines against UK
financial institutions. The FCA, in particular, has made finaheial crime a key topic to be addressed under its
2015/16 Business Plan. Furthermore, following the entry into force of the EU AML Directive and Transfers
of Funds Regulation on 25 June 2015, new fegulations will come into force before the deadline for national
implementation of 26 June 2017, which will affeétrthe scope of the regulatory requirements Metro Bank
must comply with. While Metro Bank menitors”its regulatory environment, it is not always possible to
predict the nature, scope or efféet of future regulatory requirements to which it might be subject, and in
particular, the manner in which existingslaws might be administered, interpreted or enforced. Although
Metro Bank believes that its cuttent policies, processes and procedures are adequate and effective, and
therefore, comply with applicable anti-money laundering, anti-bribery and sanctions rules and regulations, it
cannot guarafitee that, these policies eliminate the risk of money laundering, sanctions breaches or bribery,
including actions by ‘MetzesBank’s staff, for which Metro Bank might be held responsible. Any of these
events' may have severe consequences, including criminal sanctions, fines, restrictions on its business
operations and reputational damage, which could have a material adverse effect on Metro Bank’s business,
financial condition"and results of operations.

Metro Bank is subject to recently implemented rules on deposit guarantee schemes

In Europe, the EU Deposit Guarantee Scheme Directive (“EU DGSD”) required Member States to introduce
at least one deposit guarantee scheme by 1 July 1995. The EU DGSD was reviewed and a new legislative
proposal was published by the European Commission in July 2010 to recast and replace the current EU
DGSD. The main aims of the recast EU DGSD are to restrict the definition of “deposit”, to exclude deposits
made by certain financial institutions and certain public authorities, to reduce time limits for payments of
verified claims to depositors and to make provisions on how deposit guarantee schemes should be funded. In
addition the recast EU DGSD allows for temporary increases in the coverage level in relation to deposits
arising from certain events, such as the sale of a private residential property. The rules on depositor
protection rules and supervisory statements took effect in the UK from 3 July 2015.
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It is possible, as a result of the new directive and subsequent UK implementation, that future Financial
Services Compensation Scheme (“FSCS”) levies on Metro Bank may differ from those at present, and such
reforms could result in Metro Bank incurring additional costs and liabilities. In particular, Metro Bank may
have to update its IT systems to comply with the PRA’s proposals for new system requirements, including
requirements on firms to have systems that will allow accounts that do not contain eligible deposits to be
frozen at the point of resolution while leaving marked deposits accessible and will be able to separate FSCS-
covered and uncovered balances. This may have a material adverse effect on Metro Bank’s business,
financial condition and results of operations.

Metro Bank is subject to regulatory changes in relation to payment services

In July 2013, the European Commission proposed a revised payment services directive (“PSD II”) to take
account of new types of payment services due to technological development and t6“harmonise the
transposition of certain rules set out in the Payment Services Directive that had been transposedier applied
by Member States in different ways, leading to regulatory arbitrage and legal uncertainty.

There is uncertainty, particularly in relation to PSD II, as to how the diréEtive will) b¢ intespreted and
implemented nationally. PSD II may impose additional requirements on MetgoyBank(in seclation to its
dealings with counterparties who fall within the scope of PSD II, such as third-party.service providers. The
scoped payments and service providers caught by PSD II are likely toexpand, meaning an additional
compliance burden for Metro Bank, although at this stage, the exact ramifications temain unclear.

The powers of the new Payment Systems Regulator have recently £ome intoforce, following its creation by
HM Treasury. Its numerous objectives include the promotiongef, effective. competition in the markets for
payment systems and services - between operators, paymeit sefvice)providers and infrastructure providers.
There is therefore uncertainty as to the impact the Raymeit Systéms Regulator will have on banks and
interbank systems, which could impact on Metro Bank’sfuture operations.

If the Company is a “passive foreign_investment company” for U.S. federal income tax purposes, U.S.
Holders of Shares could be subject to mateyially adverse U.S. federal income tax consequences

If the Company were a “passive foreign mvestment company” (a “PFIC”) for any taxable year during which
a U.S. Holder (as defined in Part XII: “Taxation—Certain U.S. Federal Income Tax Considerations”) holds
Shares, certain adverse U.S. federal income tax consequences may apply to the U.S. Holder. The Company
does not believe that it will beda PFICfor’its current taxable year and does not expect to be a PFIC for U.S.
federal income tax purposes in théyforéseeable future. However, PFIC status depends on the composition of
a company’s incomegand assets and the fair market value of its assets from time to time, as well as on the
applicationsofacomplex statutory and regulatory rules that are subject to potentially varying or changing
interprefations. Accordingly; there can be no assurance that the Company will not be considered a PFIC for
any taXable year.

If the Company were a PFIC, U.S. Holders of Shares may be subject to adverse U.S. federal income tax
consequernces, such as taxation at the highest marginal ordinary income tax rates on capital gains and on
certain actual or deemed dividends, interest charges on certain taxes treated as deferred, and additional
reporting requirements. If the Company were a PFIC and the Shares were “regularly traded” on a “qualified
exchange” for U.S. federal income tax purposes, U.S. Holders would be able to make “mark-to-market
elections” with respect to their Shares to mitigate some of the adverse consequences of holding stock of a
PFIC; however, such elections would not mitigate the adverse implications of PFIC treatment with respect to
any interest in a corporation treated as a PFIC held by the Company. See Part XII: “Taxation—Certain U.S.
Federal Income Tax Considerations—Passive Foreign Investment Company Considerations”.
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Risks relating to the Shares

There has been no prior trading market for the Shares

Prior to Admission, there was no public trading market for the Shares. Following Admission, Metro Bank
can give no assurance that an active trading market for the Shares will develop or, if developed, can be
sustained. If an active trading market is not developed or maintained, the liquidity and trading price of the
Shares could be materially adversely affected.

The value of the Shares may fluctuate significantly

Following Admission, the value of the Shares may fluctuate significantly as a result of a large number of
factors, including, but not limited to, those referred to in this Part II: “Risk Factors”, as well as period-to-
period variations in operating results or change in revenue or profit estimates by Metrg Bank, industry
participants or financial analysts. The value of the Shares could also be affected by developments unrelated
to Metro Bank’s operating performance, such as the operating and share price performanceiof other
companies that investors may consider comparable to Metro Bank, speculation about’Metre Bank in the
press or the investment community, strategic actions by competitors, imcluding@acquisitions and/or
restructurings, changes in market conditions and regulatory changes in any numberef countsi€s, whether or
not Metro Bank derives significant revenue therefrom.

The market price of the Shares could also be negatively affected by sales of substantial amounts of Shares in
the public markets, or the perception that these sales could occur.

Metro Bank may not pay dividends, and future issuances of‘@dditional shares in Metro Bank
could dilute existing shareholders

As a matter of applicable company law, Metro Bank'may only,pay dividends if and to the extent that, among
other requirements, it has distributable reserves and/Sufficient cash available for this purpose. Any decision
to declare and pay dividends in the futurggwill be made at thé'discretion of the Board and with the approval
of regulators and will depend on, améng other things;.Metro Bank’s financial position, general economic
conditions and other factors the Dirgetors decmisignificant from time to time. As a result, there can be no
assurance that Metro Bank will pay diyidends in the'future.

The issue of additional shares ingMietro Bankdin connection with future acquisitions, any share incentive or
share option plan or otherwisgunay dilute all other shareholdings.

Metro Bank may seek to.taise financing to fund future acquisitions and other growth opportunities. Metro
Bank may, for these @nd other purposes, such as in connection with share incentive and share option plans,
issue additienal, equity or comvertible equity securities. As a result, Metro Bank’s existing shareholders
would stiffer dilution in‘th@ir percentage ownership if these issues were not done on a pre-emptive basis.

Sharceholders outside the United Kingdom may not be able to participate in future equity
offerings

The Articles of Metro Bank provide for pre-emptive rights to be granted to shareholders in Metro Bank,
unless these rights are disapplied by a shareholder resolution. However, securities laws of certain
jurisdictions may restrict Metro Bank’s ability to allow participation by shareholders in future offerings. In
particular, shareholders in the United States may not be entitled to exercise these rights unless either the
rights and Shares are registered under the Securities Act, or the rights and Shares are offered pursuant to an
exemption form, or transaction not subject to, the registration requirements of the Securities Act.
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PART III:
INDUSTRY OVERVIEW

The following information relating to the banking industry in the United Kingdom has been provided
for background purposes only. The information has been extracted from a variety of sources released
by public and private organisations. The information has been accurately reproduced and, as far as
Metro Bank is aware and is able to ascertain from information published by such sources, no facts have

been omitted which would render the reproduced information inaccurate or misleading.

Economic Overview

11

UK Economic Overview

The economic environment in the UK has continued to improve following the glob ancial
crisis in 2008 with real GDP growing by a compound annual growth rate R”) of 1.8%
between 2009 and 2014. UK GDP, which has been increasing atf@ great hat of its
European peers, and is forecast by the UK Office of Budget Responsibility t by 2.4% in
both 2015 and 2016. Other UK macro-economic indicators h: Iso n, improvement, as
summarised in the table below.

2011 2012 2013 2015E 2016E 2017E
(% unle rwise indicated)
Metric
GDP 1.6 0, 2.9 2.4 2.4 25
Unemployment 8.3 7.8 6.2 5.5 5.2 5.2
Consumer Price
Index 4.6 2 A 15 0.1 1.0 18
Bank of England
base rate 0.5 0.5 05 0.7 1.0
Halifax House
Price Index (%
change)® ) 0.3) 75 78 5.7 44 48
Source: OBR, , Worl
Note:

0.7 million to 31.1 million over the same period. The Consumer Price Index has remained
within the Bank of England’s target of 2% +/- one percentage point since 2012 with the
exception of 2015 and is forecast to return to the targeted range from 2016. The Bank of
England base rate has been maintained at 0.5% since 2009, contributing to a revival in the
housing market with a 7.8% increase in the Halifax House Price Index in 2014. The favourable
macroeconomic outlook has also contributed to increasing confidence in the SME sector
(Source: FSB Small Business index Q2 2015), while unsecured lending is expected to surpass
pre-crisis levels in 2016 (Source: PricewaterhouseCoopers Precious Plastics Report 2015).
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1.2  Regional Economic Overview

The UK Government reports on economic data from twelve regions, including Metro Bank’s
core regions, London and the South East. The data reveals diverse demographics and divergent
economic performances.

The demographics of the population differ between London and the rest of the UK. While the
average age of the UK population is 40, London’s population is notably younger, averaging 34
years of age. Average earnings also differ significantly between regions, with average earnings
in Metro Bank’s core regions being higher than the UK average. London is an outlier with
average earnings of £39,600, compared to the UK average of £29,600, partly reflecting the
higher cost of living. Further, average property prices in London increased by a CAGR of 6.6%
between 2009 and 2014, resulting in average house prices reaching £500,000/"London and the
South East are forecast to be the two fastest growing regions in the UK with London accounting
for almost a third of all UK forecast growth in the next five years (Sewrce: Centrer for
Economics and Business Research).

1.3 SME Economic Overview

SME:s (using the Bank of England’s definition as businesses with an annual’turnover of up to
£25 million) represent a large part of the UK economy, includingh60% o0f all employees and
47% of the turnover of all private sector businesses” (Source: Department for Business
Innovation & Skills, Business Population Estimates 2044).

A European Commission study in 2015 found”the”UK toPbe among the most competitive
environments for SMEs in the European, Union, With a positive outlook for future growth. The
UK scored particularly highly in business environment, skills and innovation and conditions for
international business (Source: Europ€an Comumission for Enterprise and Industry). Recently,
the UK Government has iatroduced \@, range /ot measures to stimulate SME success. These
include advice to boost €xportsfichangesiin public sector procurement to include more SMEs,
improved broadband accessdnd businessrate relief (Source: Lord Young Report on Small Firms
2010 — 2015, February 2015).

Since 2004, the nunmiber of SMEs has increased from 3.9 million to 5.4 million, despite declining
levels of lendiggifrom babKs following the financial crisis (Source: UK Department for
Business, Innovation and,Skills — Business Population Estimates: 2014 statistical release). There
are positive indications of further growth as 14% of SMEs plan to increase staff and 43% expect
revenue \growth inthe next three months (Source: FSB Voice of Small Business Survey 2014).

UK Consumer Trends

In réeent yeafs, a number of disruptors have revolutionised the way customers are served across a
number of industries. Uber has changed the way people can hail taxis and track its progress, WhatsApp
has partially displaced telecom companies and Netflix has transformed the provision of home
entertainment, while Amazon (retail) and Apple (technology) continue to disrupt other industries
through their ongoing innovation and exceptional customer service.

Some common themes that run across the retail sectors, including banking, that are facing these
disruptors include:

@) the importance of tangible delivery at point-of-sale;

(b)  reduced barriers to entry as a result of increasing digitisation and development of off-the-shelf
modular IT platforms;
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(¢)  cloud computing reducing the cost of doing business;
(d) the rise of eCommerce driving a need for online/multi-channel interaction;

(e)  technology-led services such as PayPal and e-wallets changing the way consumers transfer
money and pay for goods and services;

f increasing importance of brand identity as price transparency rises (e.g., the increasing use of
price comparison websites); and

() analysing social media data and trends to make it possible for firms to draw major insights into
customers’ lives, including their potential credit worthiness.

in over 100 years, offers (i) a differentiated approach to customer service in b
tangible delivery through multiple channels (store, telephony, mobile an@online

across retail and SME customers and (iii) innovation (such as, the
bank globally to provide chip and pin and contactless cards at the poi
Microsoft Technology Innovation Award in 2014 as well as the Fi s Award at Microsoft’s
Visionary Awards for Outstanding Business Achievement in mb 15), disrupting the traditional

banking model.

Overview of the UK Banking Industry

3.1 Introduction

of £2.2 trillion of gross 1én
Series LPMB8Y9,
England, Datast
particularly conce
(Source: f

le, the acquisition of HBOS by Lloyds TSB in 2009. According to a Treasury Select
Committee report from 2011, the top five UK banks controlled 75% of total gross new lending
in mortgages, 85% of the personal current account market and 62% of the savings account
market (Source: Treasury Committee report: Competition and choice in retail banking). This
concentration has persisted, despite the entry of new players in the market, as illustrated by the
chart below.
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UK Banking Market Shares
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Source: CML, Datamonitor, Annual Reports
Note: Market shares as of 31 December 2014

been forced to deleverage, rebuild capital and reduce their re
banks deleveraged by £1.7 trillion in the five years to 2013 (S
Banking Report 2013), resulting in a significant reductio

e av lity of credit to the UK
economy (see chart below).

Historical Evolution of UK Lending Stock by Product (W ary 2006)
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®

tions both geographically and by product.

Many of the larger UK banks have faced a number of alleged legacy and conduct issues arising
from, inter alia, payment protection insurance (“PPI”) and swap mis-selling, LIBOR scandals as
well as prolonged underinvestment in their infrastructure. Total litigation, fines and customer
redress have totalled approximately £30 billion since 2011. Together with widespread customer
dissatisfaction with the incumbent banks, this has presented an opportunity for new entrants
such as Metro Bank. While the larger banks have sought to move away from bespoke
underwriting and a relationship-based model towards a more commoditised product offering, the
newer entrants have stepped in. A number of these new participants successfully listed their
shares in the last 18 months (for example, Aldermore, OneSavings Bank, Shawbrook and Virgin
Money) and continue to achieve strong growth and returns.
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3.2

Market Participants

The main participants in the UK banking market can be grouped into a number of broad
categories:

Large banks: These are long-established providers, which typically have national coverage and
provide a fulsome range of banking products and services, including consumer and corporate
lending, investment banking, current accounts, credit cards, mortgages and other personal
banking services. Most have significant overseas operations with new business obtained via a
variety of channels. There are five large national banks in the UK banking sector: Barclays,
HSBC, LBG, RBS and Santander (Source: Bank of England: Evolution of the UK banking
system).

Medium-sized banks: These are branch-led banks with an established customer base that
compete with the larger banks in the mainstream retail and commercial markets. These,include
banks such as Virgin Money, Clydesdale and TSB (recently acquired by BaneeaSabadcll). The
planned carve-out of Williams & Glyn from RBS would add anoth@r medium-sized bank.

Full-service banks: These are banks that operate across the retail andSME seetors and have a
full-service product offering. They typically have a strong emphasis on relatiofiship banking and
customer service with the branch at their core (such as Metro Bankiand Handelsbanken).

Specialised banks: There are a number of specialised banks that'typically focus on specific sub-
sectors of the market. These include both newly established banks and others that have been in
existence for a significant period of time. This gategory encofpasses a wide-range of business
models, including:

o banks that focus on a specific/product range and/or customer segment that may be
underserved by the latge and [medium=sized banks and building societies due to their
specialised naturgfand need formpbespoke underwriting processes (examples include
Shawbrook and OheSavingsBank); and

° newer entrants, yet tohlaunch; with a digital-only offering (such as Atom Bank and
Starling Bank)s

Building societies:\Building’societies are owned by, and run for the benefit of, their members,
who form thesmajority, of a society’s mortgage and savings customers. Building societies are
governed'by the®UK Building Societies Act 1986 with regards to the type of assets and liabilities
that. they)can originate, which among other things specifies that at least 75% of a building
society’s lean"assets must be secured on residential property and at least 50% of funding is
required [to be raised from retail depositors. Nationwide is by far the largest building society
followed by Yorkshire and Coventry Building Societies.

Credit unions: These are usually smaller lending institutions which are owned by their
members. They typically serve those customers who are unable to access standard retail bank
products through the established High Street banks.

Non-bank specialist lenders: The UK financial services market includes a number of non-bank
finance companies such as short-term (or “pay-day”) lenders, online specialists, peer-to-peer
lending facilitators, crowd-funding providers and specialist mortgage lenders. These participants
are active within the consumer and corporate lending markets and focus on niche areas where
larger banks have typically chosen not to operate.

A number of non-financial groups, including retailers such as Tesco, Sainsbury’s, Marks &
Spencer and the Post Office, have seen an opportunity to leverage their trusted brands and deep
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3.3

3.4

client databases to establish their presence in the market for lending and savings products, often
through co-operation agreements with existing banks and insurance companies.

Recent Government Support Schemes and Measures

A number of government measures have been taken to promote greater competition and lending
in the banking industry. The FLS was introduced in July 2012 and provided banks with an
incentive to lend through reducing funding costs for participants and linking access to the
scheme to the amount of lending to the real economy. Funding under the scheme has been
extended and will now run until January 2018 and has been limited to business lending. The
total drawings as of 30 June 2015 stood at £61.4 billion, representing a significant increase from
£17.6 billion as of 30 June 2013. The FLS has led to reduced competition for retail deposits as
banks could access an alternative cheaper cost of funding. Conversely, the”cheaper cost of
funding has driven increased competition in mortgages and Commercial Segment lending,
resulting in reduced asset margins.

The Help to Buy scheme, initially introduced by the governmentfin April 2013, 18 designed to
promote mortgage lending with the UK Government providing a guafantee/equity loan of up to
20% of the property value, allowing buyers to secure a mortgageswith ‘enly a 5% deposit. It is
primarily targeted at first time buyers and was extended until'2020 in March 2014. The UK
Government is making up to £12 billion of support available imithe form of government
guarantees (Source: UK Government), leading to the pumber‘ofifirst time buyers rising to the
highest level since 2007 (Source: CML Press release, Febrnary 2015).

In the 2015 budget, the UK Chancellor,of the Exchequefannounced the imposition of an annual
8% corporation tax surcharge on bank profits over £25¢million, effective from 1 January 2016,
driven by a desire to ensure that banks jfiake'a fair contribution to the UK economy. It was also
announced that tax relief ongbuy to let mortgagés would be restricted to the basic rate of tax
(phased in gradually from®2017 teo 2020)yandgthat the bank levy, an annual charge on the value
of all debts of the UK\banks (fmeluding money deposited) on a global basis (with some
exemptions), will gradually, reduce\ffom 0.21% to 0.10% over the next six years and
subsequently only apply to theybanks’ UK balance sheet liabilities. The 2015 Autumn Budget
further imposed a threeipercenfage points increase in stamp duty on the purchase of second
homes and buy-to-let properti€s effective from April 2016.

CustomepPerception and Competitive Dynamics

The UK|Government has emphasised the need to introduce more competition into the SME and
retail banking®market, in response to poor customer satisfaction. Various research data
highlighted the customer dissatisfaction with the incumbent banks. Three-quarters of banking
customers said they would consider switching providers of which 48% cited dissatisfaction with
eustomer service or products as the key driver (Source: Yougov Banking Customer Experience
2014). In another survey, 63% said they “do not trust any bank” and 69% did not agree with the
statement that “high street banks treat their customers fairly” (Source: YouGov Research, May
2013). Further, London-based account holders, Metro Bank’s core market, were found to be the
most dissatisfied customers in the UK (Source: GfK Financial 2014).

Similarly, only 13% of SMEs surveyed stated that they believe their bank acts in the customer’s
best interest (Source: A CMA and FCA market study — Banking services to small and medium-
sized enterprises), indicating the high level of dissatisfaction with the major High Street lenders.
According to Sir Andrew Large’s report “RBS Independent Lending Review”, the larger banks
have struggled to keep up with evolving customer preferences and have moved from a
relationship-based model with a personalised service for SME customers towards a more
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centralised, commoditised product offering in order to reduce costs. This has allowed new
entrants such as Metro Bank to differentiate themselves through their emphasis on customer
service and a fair, transparent product offering.

There have been a number of initiatives to increase competition in the SME and retail banking
market. The divestment by LBG of 631 branches and their accounts into TSB and the planned
divestment by RBS of 314 branches into Williams & Glyn is expected to increase competition,
while there are a number of banks that have recently been authorised or are in the process of
being authorised, including Atom Bank (digital-only personal current account (“PCA”) and
SME), Starling Bank (digital PCA) and Civilised Bank (SME).

The Competition and Markets Authority (“CMA?”) is engaged in an investigation into the lack

markets, which have been highlighted in the relevant sections below., The
publish its provisional decision on remedies in February 2016.

3.5 Importance of Branch Network and Digitisation of the Ban odel

nels, ‘the branch network for
years, 2,153 branches have
ch networks in Europe at 180
licks Report 2014) with a total of
er 2015). Total branch visits by PCA
as online or mobile banking is now used
ce: BBA: Promoting Competition in the UK

GfK: Personal Current Account Investigation, April 2015) with 78% of PCAs opened in the
branch in 2014 (Source: CMA, October 2015). For “commuter zones”, customers require branch
flexibility and an efficient, tailored service to suit their busy schedules (Source: Deloitte Bricks
licks Report 2014). Further, 83% of customers use branch services at least once a year, as
illustrated by the chart below.

Frequency of branch visits

= Once a week or more
9%@.“% 2-3 times a month
= Once a month
Once ever 2-3 months
25% Once or twice a year
Less often

19% = Never
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Source: CMA, Branches: Barriers to entry and expansion August 2015. Respondents asked ‘How often, if at all, do you go into a

bank branch for anything to do with your main current account?’

Average branch opening hours, as illustrated by the chart below, are broadly consistent across
banks with the exception of Metro Bank which is open for more than 70 hours per week.

Average Branch Opening Hours in January 2015
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Deloitte’s study on branch networks in the UK there are diminishing returns
above approximately 8% branch share, be which)’only marginal improvements in
population coverage are possible with additi numbers. Conversely, branch network

expansion for a bank that has a lo ranch share can lead to a more than

proportionate increase in po d potentially higher revenues (Source: Deloitte

Bricks and Clicks Report

Branches are particular portanthin the sale of core customer products (Source: BBA:
Promoting Competition i UK Banking Industry, June 2014), such as current accounts and

mortgages. A surve in“June 2014 reported that 57% of banking customers agreed

processes such
Bankmg In : 14). In the SME market, at least 80% of SMEs had visited a branch

. After free banking, the most important factors behind the choice of business
count (“BCA”) provider for an SME start-up were branch location and the bank being

current
the S

owner’s personal bank.

Business Current Account Openings by Channel, SME start-ups
82%
12% 14% oo,
0
|| ||
Branch Online Telephone Other

Source: Charterhouse Survey 2014, Base: 252 SMEs
In response to the survey question ‘What channels did you use to open your account?”’
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At the same time, the UK banking industry is increasingly adopting new technologies; for
example, providing multi-channel services such as online and mobile banking which
complement the in-branch services. Branches are also becoming more digitally focused with a
migration towards self-service technology (including “smart ATMs” with enhanced
functionality).

4 Retail Deposits

4.1

Market Overview

Retail customer deposits comprise the savings held by banks on behalf of their customers.
Banks can pool together such funds on a short-term basis and facilitate a more efficient
allocation of capital across the economy by lending the funds to selected borrowets, for a longer
term. The stability of the funding base and liquidity of financial institutions are thus eritical for
the financial system due to the role retail banks play in maturity transformationg

The UK retail deposit market is segmented into: (a) current accotints; (b)'sight depesits, where
the entire balance is accessible without penalty, either on demand oy by closeeffbusiness; and
(c) time deposits/savings products, where deposits are notBaeCessiblehwithout penalty, on
demand or by close of business. Tax-free Individual Savings Aceounts (“ISAs”) accounted for
17% of the retail deposit market at £261 billion as of 31 August 2015, Fhe UK Government, via
the Financial Services Compensation Scheme (“FSCS&) provides a Government guarantee for
retail deposits of up to £85,000 per person, reducing to £755000 (sterling equivalent of €100,000
as required by the Deposit Guarantee Schemes Directive) from January 2016 due to movements
in the EUR/GBP exchange rate.

The retail deposit market can be dividedWimto “primary” and “secondary” markets. In the
primary market, customers @se the current aceount for everyday transactions, usually where
there is a direct deposit6f salary, and usegef direct debits for regular bills. In the secondary
market, a customer opensia seeond‘@ecount with another provider.

Primary market: Primdry eustomers use the account for everyday transactions, such as the
direct deposit of salagi€s,and direet debits for bills. They are likely to hold further products, such
as mortgages, credit cardshand loans, and tend to be more sticky customers (Source: CMA —
Personal Currerit A¢eounts). Larger banks hold a leading share of the primary market.

Secondary market: This segment is driven more by price and/or customer service, compared to
théxprimany market.

Total household deposits (including PCA balances) stood at £1,210 billion as of 31 August 2015
(Source:/Bank of England). Over the three years to August 2015, household deposit balances
have gfown at a CAGR of 3.9%.

The growth in household deposits is illustrated in the chart below:

Sterling Deposits from Households (£ billion)

840

1,187 1,210
s 953 979 1010 10 1097 |1
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Source: Bank of England, Datastream Series LPMVWLM
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The distribution of retail deposit products in the market is through three primary channels:

° face-to-face sales to consumers by providers through their High Street branches;
° direct sales to consumers by providers through the telephone, internet and post; and
° sales to consumers through online price comparison sites.

4.2  Personal Current Accounts
(@  Introduction

A PCA is central to most retail customers’ personal finances and it typically defines their
primary relationship with a bank. PCAs provide customers with facilities to hold

deposits, receive and make payments, and to use ATMs. Many PCAs
facilities which grant customers a line of credit. The UK PCA market is a m: market
with 97% of UK adults holding at least one PCA (Source: CMA, Oct 015)
having more than one (Source: Office of Fair Trading: Re‘iew offthe 1“Current
Account, January 2013).

There are various types of PCAs, including:

. “standard” accounts with no fixed charge (62% of al in 2014);

. “reward” accounts that offer a monthly or cashback and generally

° “packaged” accounts whi a onal products such as phone insurance
for a fixed monthly charge

(b)

million in the UK since 2011 (Source: CMA, October 2015).

pproximately 75% of all PCAs in the UK in 2014 were “free if in credit” accounts.

here were £183 billion of gross PCA deposit balances and £8 billion of outstanding
PCA overdraft balances in the UK as of 30 June 2014 (Source: CACI). In terms of
revenue for retail banks, a CMA investigation (October 2015) identified that income
generated by providers of PCAs was £8.7 billion in 2014.

(c)  PCA Distribution Channels

Historically, branches have been the most important channel for PCA sales and there is a
strong correlation between a UK bank’s national share of branches and its PCA market
share. However, a growing trend is emerging for PCAs set up via online channels.
Advancements in technology have resulted in an increase to the channels available for
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customers to manage their PCAs, increasing the number of online and mobile

transactions.

(d)  Competitive Landscape

The UK PCA market remains highly concentrated with the four largest providers (HSBC,
Barclays, RBS and Lloyds) having a market share of more than 70% of active PCAs
(Source: CMA October 2015) and losing only 5% market share since 2005 (Source:
CMA, October 2015). A consumer survey conducted by the CMA found that in 2014,
57% of respondents had been with their main PCA provider for more than 10 years and
79% had neither searched nor switched in the last year (Source: CMA, October 2015). A
CMA study on PCAs conducted in July 2015 found that among the smaller banks, only

Metro Bank had increased its market share in recent years.

A number of recent developments have reduced concentration in the PCA mar

(@)

(b)
(©)

the introduction of the Current Account Switiling Service  ({CASS”) in

September 2013 by the UK Payments Council, which guarante n account

can be switched within seven working days, wi arrangements

automatically transferred to the new account. nks and building
introduction of the scheme, there was increase year-on-year in PCA
switching volumes in the market to
consumer awareness and annual switehi S remain low with only 3% of
customers switching ba ver the past three years, compared
to switching levels of 13%i
three years (Source: CM 015). The branch-based sort code structure

sts (as PCAs have no contract end date) also

% redit” accounts and greater emphasis is placed on branch network, multi-
9

el offering and customer service.

The biggest immediate net gains as a result of CASS were made by Santander and

alifax (as illustrated by the chart below), as they offered various incentives such as a

switching payment and monthly rewards (provided certain criteria were fulfilled). The

Santander 123 account, launched three years ago, which offers cash back on selected

household bills and an interest rate of up to 3%, has been popular among customers.

However, the recently announced 150% increase in the annual fee from £2 a month to £5

from January 2016 on the Santander 123 current account is starting to lead to larger gains

for the smaller market players.

The gains and losses by banks as a result of CASS are illustrated in the chart below:
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Current Account Switches (using CASS) in 2014: Gains/(Losses) By Bank (000s)
2499

150.0 186.2
150.4
37 3
- 34.4 o =
1) ( ) (49 2) (49. 0)

(99.5) (90.7)
(132.9) (131.7) (120.2)
(204.1)
mmmm Gains = | 0SSES Net Gains / Losses
Barclays Clydesdale Halifax HSBC Lloyds Bank  Nationwide Nat\West RBS Santander,
Bank

Source: BACS Report 2014
Note: Data for Metro Bank and TSB for the above chart was not available from BACS for 2014

Recent research by the FCA, however, found that consumers lacked aw@teness d the UK
Payments Council reported in December 2014 that less than 50% of con TS onfident that
CASS would complete their switch without error. Further, overdra nsum spite having the
most to potentially gain from switching, were less likely to switch tha customers (Source: CMA,
October 2015).

A market survey conducted by GfK suggests an inverse re een quality of service and
market share (illustrated by chart below). According t s

service” were ranked as the most important feature of| account and 83% of customers rated it as

quality of staff” and “customer

either “essential” or “very important”.

How Retail Banks make Money from PCA

PCAs represent a low-cost sour fo The key source of income generated from PCAs

is net interest income on depo aft balances, and fees and commissions from associated
generated from packaged PCAs which incur a fixed monthly

As (Source: CMA, October 2015).

banking services. Fee income |
charge and are the most profitable ty,

e earned by providers of PCAs decreased from £8.9 billion in
ce: CMA PCA Market Study, July 2014, CMA Retail Banking

tal PCA Re?nues for the UK Banking Industry

a

w

E billion
N

Net credit interest ~ Overdraft revenues Account fees Interchange fees

m2011 w2012 w2013

Source: CMA Information Requests
Note: Account fees are shown net of cashback costs for providers

39



The rise in interchange fees has been driven by an increase in the number of debit card transactions for
purchases in the UK and a rise in interchange fees per transaction. In July 2013, the European
Commission published plans to cap interchange fees at 0.2% for debit card transactions and 0.3% for
credit card transactions (Source: European Commission). On 29 April 2015, the European Parliament
voted to adopt a multilateral interchange fee regulation. The interchange fee caps came into effect on 9
December 2015 and the majority of provisions relating to business rules come into effect on 9 June
2016. Figures from the British Retail Consortium estimate the cap could save UK merchants £480
million each year and may threaten the viability of “free if in credit” pricing for some PCA providers
and 0% balance transfers (for several months) on credit cards.

The cost for a £100 cash withdrawal in Europe is illustrated below, with Metro Bank offering the
cheapest services and the larger banks among the costliest.

Cost of £100 Cash Withdrawal in Europe

Paar 1 e 5
FeerZ I - 5 b
P EEr S | —— . T 5

Pear 4 I .7 5

475 V

Peer 5

Peerg 474
Pear 7 4.45
== ] 3.75

Peerd essssse————————— 3 00
Metro Bank e 0]

Source: CMA October 2015 v

4.3  Savings Accounts

(@)  Introduction to oun

customers to deposit cash funds and receive interest on those
igher than funds held in a PCA. Approximately 93% of adults

Variable rate savings accounts pay a variable rate of interest (which may change
at the discretion of the bank or building society but often moves in response to
changes in the prevailing Bank of England base rate).

A subset of fixed and variable rate savings accounts are cash ISAs, the income generated
from which is exempt from tax.

The chart below displays trends in the customer rates for time deposits (also known as
“term” deposits) and instant-access savings deposits, as well as the official rate set by the
Bank of England. The gap between the interest rates paid on time deposits compared to
instant- access deposits reflects the premium banks attach to time deposits, which are
held for longer periods.
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Customer Deposit Rate Evolution
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Bank Rate)
[

Between 2008 and 2009, the decline in the Bank of England base gate wa: er than the
decline in interest rates offered for customers’ deposits. This resu in savings deposits
becoming a relatively more expensive source of funding c ed to official rate than

before the financial crisis. The two spikes in 2015 rep t hi ates offered by newer

entrants such as Charter Savings Bank which is payin; its,one year fixed rate account

and 2.95% on its five year fixed rate account, a “price war” among new

online/digital-only entrants.

The UK savings ratio, the percentage © 0s incoime that is saved, is a key determinant of

the growth of savings balances, as ill chart below. The UK savings ratio was

y below its average over the last 10 years as

12
10
8
B
4
2
0
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Q2
Source: ONS

(b)  Savings Distribution Channels

Savings accounts are distributed through multiple channels. While the majority of
savings accounts are still distributed through branches, an increasing number of people
are using the internet and particularly price comparison websites to search for the best
rates on offer (i.e., “best buy tables”). Some banks offer different savings rates through
different channels.
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(c)  Savings Competitive Landscape

As of October 2014, 109 banks, building societies and credit unions offered cash savings
products in the UK, with the six largest providers (HSBC, Barclays, RBS, LBG,
Santander and Nationwide) holding approximately 68% of all cash savings balances.
Estimates of market concentration show that while the cash savings market has remained
relatively concentrated for a number of years, the divesture of TSB Bank from LBG and
the increasingly influential presence of newer providers such as Tesco Bank and Metro
Bank decreased market concentration in 2014 (Source: Financial Conduct Authority —
Cash savings market study report: Part I: Final findings Part II: Proposed remedies).

In contrast to Metro Bank which offers the best available rate to all its customers, several

providers generally pay lower interest rates on older accounts than o
more recently through “teaser”/bonus rate products (Source: FCA). Th as been
strong recent price competition among the newer entrants that raise theit depo
only as they seek additional deposits with rates of over 2% offered By s ewer banks
(such as Charter Savings Bank) on one-year fixed rate deposits,

5 Residential Mortgages

5.1 Introduction

The most common form of financing in the UK t chasere€sidential property is a loan
secured by a mortgage, using the property as coll aga e amount borrowed.

There are two principal categories of montgage product in the UK residential mortgage market:

2014, or 85% o
Lenders).

ges: provide financing for individuals who intend to rent out
he BTL market had £188 billion of outstanding balances as of

in t ories, mortgage products can vary depending on:

° Initerest rate type: variable rate mortgages, fixed rate mortgages and tracker mortgages;
d

LI N3

Repayment type: “repayment”, “interest-only” and “part repayment/part interest-only”.

Mortgage interest rates vary depending on the size of the mortgage at origination relative to the
value of the property on which the mortgage is secured (defined as Loan to Value or “LTV”),
the size of mortgage relative to gross income of the borrower (defined as “LTT”), the category
of mortgage (owner-occupied versus BTL), the borrower’s credit history and the prevailing
Bank of England base rate. Mortgage rates increase with LTVs and LTIs as the impairment risk
increases and higher LTVs may be subject to higher regulatory capital requirements in the
future. As of 30 June 2015, 66% of the outstanding residential mortgages had an LTV below
75% and 97% below 90% (Source: FCA). BTL mortgages tend to have higher rates than owner-
occupied mortgages at comparable LTV ratios.
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The residential mortgages market has experienced a strong recovery since 2010, expanding at a
CAGR of 11% to £203 billion in gross advances in 2014 (Source: Building Societies
Association). In particular, the market for first-time buyers has seen a significant increase, with
the number of first-time buyers rising to more than 300,000 in 2014, the highest since 2007
(Source: Council of Mortgage Lenders). This is partly as a result of the UK Government’s
“Help to Buy” scheme which was launched in 2013 and provides shared-equity schemes for
first-time buyers. The scheme was originally intended to run until 2017, but was extended until
2020 in March 2014. The chart below illustrates the residential loans to individuals by purpose
showing an increase in the proportion of first-time buyers and buy-to-let purchases since 2008.

Purpose of Residential Loans to Individuals

4

2007 2008 2009 2010 2011 2012 2013 2014 Q2 2015
m First time buyers =Buy to let = Other house purchases = Further advances = Remorigage = Other

Source: FCA
Note: Represents residential loans to individuals

Weighted Average Iaierest
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0%
Ql Q@3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q@3 Q1 Q3 Q1
2007 2007 2008 2008 2009 2009 2010 20102011 2011 2012 2012 2013 2013 2014 2014 2015

m Fixed rate loans = Variable rate loans
Source: FCA
At the same time, as shown in the chart below, the proportion of residential mortgages that were

securitised has declined from 18.9% in the first quarter of 2009 to 6.6% in the second quarter of
2015.
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52

Proportion of Mortgages Securitised

Q3 @1 Q@3 Q1 Q@3 Q@1 Q@3 Q1 @3 Q1 Q3 Q1 Q@3 Q1 Q3 Q1

2007 2007 2008 2008 20092009 2010 201020112011 201220122013 2013 2014 2014 2015

m Unsecuritised = Securitised
Source: FCA
Mortgage Distribution PN
Mortgages are primarily distributed through two channels:
° intermediaries: provide advice to consumers and introdueé mortga siness to lenders;
and
° direct-to-consumer: by lenders through High St internet and telephone.

on a national scale since it reduces the

Intermediaries play an important and growing rolegi age distribution, and accounted
for 63% of mortgage origination in 2014, as sh th@ chart below. The intermediary channel
enables smaller lenders to compete fi age busi

need to have an extensive branch netw:

Mortgage Distribution C els
. l

011

2012

2013

= Direct = Intermediary
Regulated Mortgage Survey

The second distribution channel is direct-to-consumer. The larger established banks are more
likely to rely on direct distribution though an existing network of branches and avoid paying
commission to intermediaries. The telephone and internet are used to originate mortgages but
without the cost associated with a physical branch network. Traditionally, customers sought
face-to-face interaction when buying a mortgage, but there is an increasing presence of
mortgage offerings online, partly due to the popularity of price comparison websites.

The recent Mortgage Market Review (“MMR”) reforms came into force on 26 April 2014 and
affect the UK mortgage distribution market. MMR has effectively shifted the responsibility for
verifying income and assessing whether the customer can afford the loan to lenders and also
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prohibits non-advised mortgage sales. As a result, lenders without sufficient in-house advisory
capabilities are increasingly relying on intermediaries to provide such services.

5.3  Competitive Landscape

The competition has increased in the UK residential mortgage market recently. In 2009, the six
largest lenders together accounted for 86% of gross mortgage advances, as illustrated in the
chart below. In 2014, the proportion of gross mortgage advances made by the six largest lenders
decreased to 72% (Source: Council of Mortgage Lenders).

Gross Lending Market Share of the Six Largest UK Mortgage Lenders

86%
82% 81%
76%
71% 2%
lan-
2000 2010 2011 2012 2013 2014

Source: Council of Mortgage Lenders 2014

54  Key Metrics

V §
ween 2007 and 2014 as shown in the chart below (Source: FCA Mortgage

1.2% 1,272
CAGR 1,260
1,229 1.238
1213 1,218
1.201 1.207
i I I I I
2007 2008 2009 2010 2011 2012 2013 2014 Q22015
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Source: FCA

There has been a significant reduction in gross lending from the pre-crisis peak, as shown in the
chart below. Gross lending in 2007 was £357 billion compared to £203 billion in 2014. The
mortgage market started recovering in 2010 and increased at a CAGR of 11% between 2010 and
2014 (Source: Council of Mortgage Lenders).

Total Gross and Net Mortgage Lending (£ billion)

400 - 357
350 m Gross advances = Net advances
300 - . 11%
250 248 o5 20 10-14 CAGR: 11 "
2 C 222
Gross advanl 203
200 - 178 »
145
150 - 141 134 138
04 ‘
100 -
| 35 32 38
50 9 6 7 10 14 24
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W
Source: CML

Customer demand for mortgages is affected by t ng ¢ housing market, among other

factors. Average house prices in the fell % fi e peak in November 2007 to the

trough in April 2009 (Source: Land Registry).\Howeyer, there has been a recovery since and

prices are generally higher than the p
growth in London and the South East,

ownturn peak, with particularly strong

House price inflation hds exc flation, constraining customers’ affordability for
residential mortgages and rai of a potential overheating of the UK housing market.
The house price to ea tio (a/measure used for mortgage affordability and calculated

using average seas

ged to customers has decreased at a much slower rate than the base rate, which is directly
correlated to the funding cost for banks, implying an improvement in the overall profitability of
mortgage lending.
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improvement in arrears and repossessions since their peak in 2009.
Mortgage Lenders, repossessions decreased from a peak of 4

underpinned by strong economic fundamentals and a robust hous
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Introduction

ay a vital role in the UK economy and have seen a steady increase in number since the
inancial crisis. At the start of 2015, the number of SMEs in the UK exceeded 5.4 million,
employing 60% of all private sector workers and accounting for nearly half the annual turnover
of all private sector businesses (Source: BIS, October 2015). Total SME borrowing outstanding
totalled £98 billion (see chart below) at the end of June 2015, a 2.3% decrease compared to the
prior year, whereas total SME deposits increased by 9.7% in the year to June 2015 to £157
billion (Source: BBA: Bank Support for SMEs, Q2 2015).

The financial crisis and subsequent tightening regulatory requirements and deleveraging has
contributed to the larger banks reducing their lending, particularly to the SME sector, forcing
businesses to turn to other lenders and alternative forms of credit. In order to promote lending to
the real economy, the UK Government (supported by the Bank of England) has taken several
measures, including the establishment of the British Business Bank, the introduction of the FLS
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6.2

6.3

which links access to the amount of lending to SMEs, quantitative easing, the National Loan
Guarantee Scheme and the Business Finance Partnership.

SMEs utilise external finance for a variety of reasons, including expanding the business (30%),
covering cash flow shortfalls (28%) and purchasing new equipment (22%) (Source: CMA Retail
Banking Investigation. October 2015). The products used by SMEs are principally BCAs,
overdrafts, loans and credit cards. In 2014, 48% of SMEs had credit cards and 43% had
overdraft facilities, compared to only 18% which held a loan in the last 12 months (see chart
below).

Proportion of SMEs Holding Banking Products

60%
50%
40%
30%
20%
0% | | | [
Overdraft Loan Commercial Credit Card Invoice Asset Instant Term
Mortgage Finance Finance Access Deposit
® Any bank Not main bank Deposit

Source: CMA, Retail Banking Investigation October 2015, Charterhouse BBS 2014
Base: All SMEs asked about other products (4,993)

Most lending is taken out by larger SMEs, withigreater than £2 million turnover. SMEs with a
turnover below £2 million accounted fof"95% of all'SMEs but less than half of new loans by
value in 2014 (Source: CMAgRetail Banking [nvestigation, October 2015). There is a high level
of natural turnover with afiumbenof SMEs stafting or ceasing to trade each year, reflected in the
level of churn in BCAs.{Approximately 12% of BCAs were opened and closed in 2014, and on
average, only 60% of SMEs will be injbusiness after three years (Source: CMA, October 2015).

Distribution

The main distribution channels used by SMEs are branches, online channels and by telephone
(Source: YouGov).“Relationship managers, who have an understanding of each business,
provide @ single point of contact for larger SMEs (Source: YouGov — SME Banking). SME
customers, use multiple channels, preferring digital options for simple interactions and using
personal mtefaetion for more complex banking needs (Source: YouGov).

Personal/contact and branch banking are important to SMEs. The largest SMEs place significant
value on personal service and face-to-face contact from banks. 54% of SME customers visit a
branch at least once a month and SMEs’ most preferred means of communication with a bank is
over the telephone with a branch employee (Source: YouGov — SME Banking Data).

A strong digital presence is important for SME customers as they make frequent use of online
banking, with 64% of SMEs using online banking as their main channel (Source: CMA, October
2015), up from 48% in 2010.

Competitive Landscape

The market for SMEs is relatively concentrated, with the share of the four largest banks
remaining broadly stable at around 80% since 2012. It generated annual revenues of £7.1 billion
in 2014 for the seven largest banks in the UK. BCA market share is similarly concentrated, with
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the four largest banks accounting for over 80% of main banking relationships. The Office of
Fair Trading has previously highlighted the high barriers to entry in the SME sector.

Although the UK market is generally stable, there have been successful new entrants, such as
Metro Bank, which emphasises its branch network and local, face-to-face relationships, as well
as its transparent product offering to build customer trust and loyalty. Metro Bank and
Handelsbanken are the only providers of cash management services to SMEs among the smaller
banks which, along with BCAs, often forms the cornerstone of an SME relationship - see
Section 6.5 Business Current Accounts and Deposits and Section 6.6 Cash Management for
further details.

Trends in SME Lending

Demand for SME finance is driven by business confidence and hence investment.“The growth in
levels of business investment was 8.0% in 2014 and is expected to be 6.0% in 2015 andy7.2% in
2016 (Source: Office for Budget Responsibility — Economic and Fiscal Ofitloek, July 2015).
Business investment increased 11% in the first half of 2015, cofiipared to)thé samie period in
2014 (Source: ONS, Q2 2015). The continued economic recovery has,also led_small business
confidence to reach near multi-year highs, as illustrated by the ¢hart below:

FSB Small Business Confidence Index
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Soufce: Federation of Small Businesses Voice of Small Business Index Q2 2015

SMEs have generally experienced greater difficulty than larger corporates in accessing finance;
however, acceptance rates have continued to improve over time with 79% of all applications in
the last’ 18 months resulting in a facility being provided and 84% of overdraft applications being
successful, the highest proportion recorded to date (Source: SME Finance Monitor, Q2 2015).

The use of external finance has remained lower than prior years with 36% of SMEs using
external finance in the second quarter of 2015, compared to 46% in 2011 (Source: SME Finance
Monitor, Q2 2015). SME products are often tailored to customers’ individual requirements and
incorporate a higher degree of customer interaction and service which larger banks are
increasingly not able to, or unwilling to, provide for cost-efficiency reasons.

London and the South East, Metro Bank’s core market, accounted for 32% of all outstanding
SME loan balances of £98 billion and of the new loans approved in the second quarter of 2015
by value (Source: BBA, Bank Support for SMEs, Q2 2015).
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Respondents to the Bank of England’s Credit Conditions survey expected demand for bank
lending to increase significantly from SMEs in the second quarter of 2015. However, despite the
recent growth in demand, the growth rate in the stock of lending to SMEs has been negative for
the past four years, according to data from the British Bankers’ Association and Bank of
England, although the rate of decline has decreased in recent months as confidence returns (see
chart below).

Lending to SMEs"

Apr-12  Aug-12 Dec-12  Apr-13  Aug-13 Dec-13  Apr-14 Aug-14 Dec-14
0%

%-change-on-a-year-earlier

Total non-financial businesses ——— BBA SMEs(2)
Bank of England SMEs(3) Large businesses(4)

Sources: BBA, Bank of England and calculations

Notes:

1)

2

3)
(4)

ed in 2014 with a 0.8% increase in total loans to UK private non-financial corporations
(“PNFCs”) in the first quarter of 2015, as illustrated by the chart below.
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Total Outstanding Loans to UK PNFCs (£ billion)
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6.5 Business Current Accounts and Deposits
A BCA forms the basis of a broader banking relationship, as a fMajority s borrow
from their BCA provider. Unlike PCAs, there is little variation betwgen type CAs. Banks
typically either charge for each transaction or charge a monthl which will include a specific

volume of transactions within the fee. The total size of the B ket remained relatively

stable since 2012 at approximately 5.5 million accounts ich d 88% were active in

2014 (Source: CMA, October 2015).

The market is highly concentrated with the largges
LBG) accounting for over 85% of BCAs and W of Business loans. Switching levels remain
extremely low with only 4% of SM ching,banks§ each year, despite only 13% of SMEs
terest (Source: CMA, July 2014). Further,
ith their main PCA provider and 36% do so

without searching at all 4Charterhouse¢ Business Banking Survey 2014). A CMA survey

saying that they trust their banks to act
approximately 51% of SM

found that awareness
through CASS in 2014.

As of 30 June 2015
9.7% increase ¢ the prior year (Source: BBA Bank Support for SMEs, Q2 2015).
Deposits from bu

Total Dmm
A

2011 2012 2013 2014 Q2 2015

mInterest-bearing sight deposits mNMNon-interest bearing deposits
Interest-bearing time deposits

Source: Bank of England Dataseries LPMB6S3, LPMZ3TX and LPMZ3U5

Customer rates paid on business deposit products have, in recent years, been lower than those
for individuals. Consequently, SME deposits are very valuable as a source of low cost funding
for banks. As illustrated in the below chart, customer rates for SME savings have fallen
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considerably as a result of the reduction in interest rates, however, more liquidity must be held
against them. Similar to PCAs, the key drivers for BCA profitability are the number of active
customers, level for fees charged, level of credit balances, income from overdraft fees and
interest, and NIM.

Customer Rate for Private Non-Financial Corporations (PNFCs) Instant Access Deposits
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6.6 Cash Management

Cash or treasury management services include a
collection, concentration and disbursement of ¢
transfers, direct debit collection, merchant se

services. Metro Bank and Handelsba re theOnly providers of cash management services to
SMEs among the smaller banks, allowi t ish a strong relationship with businesses
through their full service offering.

6.7 How Retail Banks MaKe fro ness Banking

s generate net interest income, fees and commission

fall as muc costs and consequently, loan product NIM increased.

6.8 dicative Customer Rate for New Lending to SMEs
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Source: Bank of England, Trends in Lending April 2015
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There are a number of different lending products utilised by SMEs. Outlined over the following
sections is an overview of the key products.

Commercial Mortgages

Commercial mortgages are secured against commercial properties such as retail premises, offices,
industrial units and commercial and residential investment property, for example, a shop unit with flats
above it. Customers for commercial mortgages include large corporates, SMEs and private property
investors. Mortgage brokers play an important role in the distribution of commercial mortgages.

The High Street banks are the largest players in the commercial property market. In the SME and

professional property investor markets, both specialist lenders and larger banks are present: for

example, participants include Aldermore, LBG, Shawbrook and Santander. Speci enders have
increased their market share following the financial crisis.

Demand in the professional buy-to-let market has been increasing in recent yg
million) of households renting privately, up from 11% in 2003 (SoufGe: Englis

Report 2013 — 2014). The privately rented sector is forecast to continue to an unt for more
than a third of the UK’s housing stock by 2032 (Source: Civitas: Futurey of Private Renting,
January 2015).

The commercial mortgages market is particularly strong in Londo the South East, with London
accounting for over a third of total commercial property lue. seas customers are also an

important component of commercial mortgages demand

Asset Finance

8.1 Introduction

Asset finance offers SM seeured alternative to a traditional bank loan and is the
third most common souree o,
FLA). It involves a busin

common types being, (i) leas

n for businesses, after bank overdrafts and loans (Source:
aying se of an asset over a period of time with the two most

re the customer rents the equipment without owning it; and

(i1) hire purchase, e cusfomer buys the equipment on credit.

According to inancing & Leasing Association, total asset finance origination by its

inance Origination

25
25 22
c 20 21 - 19
820
515
W
10
5
2010 2011 2012 2013 2014 Aug 2015
YTD

Source: Finance & Leasing Association (“FLA”)
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8.2

Asset finance agreements are secured against assets (e.g., vehicles, office equipment,
manufacturing equipment, IT equipment and telephony systems) with cars and plant and
machinery being the most popular assets due to their established liquid secondary markets
(Source: FLA).

Competitive Landscape

The main providers of Asset Finance in the UK can be broken down into: (i) the larger banks
(Barclays, RBS, LBG and HSBC) that accounted for approximately 65% of the value of
outstanding loans in 2014 (Source: CMA, Retail Banking Investigation, October 2015); (ii)
original equipment manufacturers and vendors such as General Electric and Siemens; and (iii)
specialised banks and lenders such as Close Brothers, Aldermore and Hitachi.

A key development of the Asset Finance segment was the exit of a major playe
which is estimated to have created a gap of unserved credit demand of c. £1 billio the rest
of the sector. The high yields available in the sector make it attractive for co
superior returns — e.g., Paragon’s acquisition of Five Arrows for £b7 million i r2015.

9 Invoice Finance

9.1

9.2

Introduction

Invoice financing enables SMEs to meet their workin requirements through invoice
discounting and factoring facilities. The total value o

of March 2015 was £18.9 billion, representing

43,800 customers in the market as of 31 Mar
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PART IV:
INFORMATION ON METRO BANK

Investors should read this Part IV “Information on Metro Bank” in conjunction with the more detailed
information contained in this Private Placement Memorandum, including the financial and other
information in Part VII: “Historical Financial Information” and Part VIII: “Operating and Financial

Review”.

The following discussion of Metro Bank'’s business contains forward-looking statements that reflect the
current view of the Directors and involve risks and uncertainties. See Part II: “Risk Factors” and
“Presentation of Financial and Other Information — Information regarding forward-looking statements” for
a discussion of important factors that could cause Metro Bank's actual results to differ m jally from the
forward-looking statements contained herein.

Overview

o
Metro Bank was founded by Vernon W. Hill, II in 2010 as the first full-servi
Street bank to open in the UK in more than 100 years. Metro Bank uses a ptive,

inde t, new High
it-driven funding
model and a superior retail-focused customer service proposition that e ises simple, straightforward

banking in order to turn its customers into “FANS” (customers w mm someone to bank with

Metro Bank).

2010, and since that time has
es (no nches’)across London and the surrounding

Metro Bank opened its first store in Holborn, central Lo, in
established a strategically located network of 40 s

commuter areas, with approximately 655,000 custo 08 million in deposits from customers

and £3,549 million of gross loans and advances ers as of 31 December 2015. Driven by and
reflective of its customer service-led mode@l and ¢ 0 Bank’s “stores” are open seven days a week,
early morning until late. Metro Ban 0 sUpports clephony, digital and mobile banking, and offers

simple products and fair pricing.

Metro Bank’s operating model is underpinned by its “AMAZE(ING)” values:

A ATTEND to every det:

M MAKE every wrong r

A

Z

E

1 olleagues to create FANS!

N NURTURE colleagues so they grow
G GAME CHANGE because this is a Revolution

In order to cultivate a culture that supports these values Metro Bank seeks first to hire “colleagues” (not
“staff”) with the right attitude and train them with the appropriate skills to AMAZE its customers. These
colleagues attend Metro Bank University throughout their careers to learn and enhance the skills necessary
to provide a customer service experience that matches or exceeds that of best-in-class specialist retailers.

Metro Bank’s superior customer experience is supported by a scalable, innovative and flexible end-to-end
technology infrastructure that equips Metro Bank’s colleagues to focus on creating an “AMAZE(ING)”
customer experience. For example, the speed at which Metro Bank opens accounts is believed to be
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industry-leading by the Directors: following a robust ‘Know Your Customer’ process (which includes anti-
money laundering, anti-fraud and, where appropriate, credit checks), Metro Bank was able to open 77% of
accounts for new-to-bank customers in its retail segment (the “Retail Segment”) within 15 minutes in 2015,
and a further 10% within 20 minutes. In addition, Metro Bank's emphasis on delivery at the point-of-sale
means that these new-to-bank customers leave a Metro Bank store with a fully functioning current account
(including access to telephony, internet and mobile banking, with customers assisted in downloading the
Metro Bank mobile app in store at the time of application) and an activated contactless debit card printed in
store, for which they set their own pin number, thus requiring no repeat store visits or mailings to complete
their account opening process. Metro Bank’s existing customers are also typically able to open additional
savings accounts in four to six clicks (depending on the product) on Metro Bank’s website. Furthermore,
customers have 24/7 access to a London-based contact centre staffed by Metro Bank colleagues that utilises
real-time, skill-based routing for customer calls, removing the need for an interactivé“¥oice response
(“IVR”) system, simplifying the call experience and saving time for customers by quickly directing their call
to a colleague well qualified to deal with their request.

Metro Bank has also invested heavily in its “back office” infrastructure, enhad€ing operational performance
and resilience, including by implementing straight through processing andy, single) customer view
functionalities, leading cybersecurity controls, including web applicationjfiséwallsite, protect its external
websites, malware detection tools to protect data, and a 24/7 managed secutity service to monitor its IT
infrastructure.

Adding to its offering, Metro Bank entered into two new partnerships in 20157Wwith other brands that share
Metro Bank’s zeal for great service: an innovative partnershipmwith “peer;to-peer lender Zopa that allows
Metro Bank to originate loans through their platform and af ex€lusiye co-branded banking partnership with
St. James’s Place Wealth Management plc (“St. James?s Plage”).

As of 31 December 2015, Metro Bank had total agsets andpliabilities of £6,151 million and £5,741 million,
respectively.

History and development

Metro Bank was founded by Vernon W."Hilly"II in 2010. Leveraging his experience as the founder of
Commerce Bank in the U.S. (which*he,founded in 1973 as a one-branch bank in Philadelphia with a staff of
nine, and which ultimately /rew to haye approximately 440 branches and $50 billion in assets), Mr. Hill
established Metro Bankgewith, the beli¢f that the value of a bank lies in its deposits, that customers in the UK
would be willing to @ccept lewer‘interest rates in exchange for a better banking experience, and that great
companies#and brandshare built by creating “FANS” not simply “customers”.

Selected key milestories in Metro Bank’s history are set out below:

. March 2010: Initial seed capital of £75 million raised through a private placement of Shares.

. March 2010: FSA grants Metro Bank a full-service banking licence.

. July 2010: Metro Bank launches its first store in Holborn in London.

. December 2010: Further capital of £51.8 million raised through a private placement of Shares to

further accelerate store roll-out.

. Fourth quarter 2011: Metro Bank opens its tenth store.
. June 2012: Further private placement of Shares of £126.5 million to support growth.
. Fourth quarter 2012: Metro Bank’s deposit balances grow to £500 million and the number of

customer accounts grows to 100,000.
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. Third quarter 2013: Metro Bank’s deposit balances grow to £1 billion, its lending balances grow to
£500 million and the number of its stores grows to 20.

. November 2013: Metro Bank is named “Bank of the Year” at the City AM Awards 2013 in London.

. December 2013: £387.5 million private placement of Shares (including a £100 million follow-on
offer in January 2014) to support further growth in risk assets and store network.

. Second quarter 2014: Metro Bank’s deposit balances grow to £2 billion and its lending balances
grow to £1 billion.

. Third quarter 2014: The number of Metro Bank’s customer accounts grows to 400,000.

. Fourth quarter 2014: The number of Metro Bank’s stores grows to 30.

. First quarter 2015: Metro Bank’s deposit balances grow to £3 billion.

. Second quarter 2015: Metro Bank’s lending balances grow to £2 billion.

. Third quarter 2015: The number of Metro Bank’s customer accounts growsSito 600,000¢

. Third quarter 2015: Metro Bank’s deposit balances grow to £4 billion; and MetroyBank is named top

Gold winner in Fairer Finance’s league table of bank accounts.

. Third quarter 2015: Metro Bank purchased a first charge prime residential mortgage loan portfolio
for consideration of £344 million.

. Fourth quarter 2015: Metro Bank’s depositgbalance§ guow topf5/billion; its lending balances grow to
£3.5 billion; and the number of its stores growsyto 40.

. Fourth quarter 2015: Metro Bank is awarded a Miergsoft “Visionary” award for innovative use of
technology.
Strengths

Metro Bank is the UK’s first new High Street bark offering a full service transactional platform focused on
retail and commercial customergftochave opened in the UK in the last 100 years. Adopting a growth retailing
approach to banking, Metro/Bank creates FANS through the tangible delivery of simple and transparent
banking products. Metro Bank has,built’a completely new trusted consumer brand in the past five years, with
the platform, capital aAd management in place to continue to expand its share of the UK banking market.

A disruptive growth, retailing approach to banking; creating FANS through an AMAZE(ING)
culture and fanatical execution

Metro Bank’s AMAZE(ING) culture cultivates the provision of superior customer service, with the goal of
transforming,custémers into long-term FANS. Metro Bank's focus on fanatical execution ensures customer
needs are satisfied, and often exceeded, without delay via the channel of the customer’s choosing. Metro
Bank’s culture is clear and pervasive across its colleagues, ensuring they are aligned with Metro Bank’s
customer-centric strategy. This promotes customer advocacy and brand strength through an association with
a differentiated service. Metro Bank’s stores, at the core of its multi-channel distribution capabilities, are
designed to support its customer-centric culture, promote its brand proposition and drive customer
engagement.

Metro Bank’s pervasive customer-centric culture enables it to provide a differentiated service and
convenience, which the Directors believe is comparable to that of some of the most admired brands in retail.
A second colleague must be consulted before saying “no” to a customer (known as the “one to say yes, two
to say no” rule), and high levels of engagement are encouraged to have a “surprise and delight” impact on
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customers. This is supported by the provision of services that are simple, and a strong focus on customer
convenience. For example, legacy bank rules that restrict or frustrate customers have been replaced by
unique policies such as “early until late” store opening hours, 362 days a year. Metro Bank is committed to
providing face-to-face execution for almost twice as many hours throughout the year as incumbent banks,
with services through its digital channels and contact centre offered 24/7. By championing the needs of
customers, Metro Bank seeks to create “FANS for life”, building long-term relationships and brand loyalty,
having achieved 77% brand recognition in 2015 across London, with minimal annual external advertising
expenditure.

Metro Bank’s customer service is delivered by a highly motivated and engaged team of colleagues. This is
reflected in the results of an internal survey, in which Metro Bank achieved high colleague engagement in
2015 for the quality of its training, review process, opportunities for promotion and appropriateness of
salary. Metro Bank’s customer-centric culture pervades its recruitment and training policies, anddMetro Bank
is committed to hiring colleagues with the right attitude as a priority and then training for skills. Métro Bank
safeguards its culture by ensuring every colleague joining the Metro Bank team is enrolJédiimthe same two-
day induction training programme, “Visions”, followed by up to nine months @finitial eustgmer engagement
training for front-line roles, while promotions follow a ‘1-in-1-up’ approach. Throggh regulac AMAZE(ING)
reviews, based on customer service rather than sales targets (store colledgues do not have sales targets),
internal and professional training qualifications and a share-option scheme, colleagues are trained as
custodians of the Metro Bank culture and business. Accordingly, @Metro Bank’ colleagues are highly
motivated to deliver superior customer service.

By successfully transforming customers into FANS, Metro Banksbenefitsyfrom a powerful organic marketing
engine. By fulfilling its promise of distinguished customer serviCe and simple, transparent, value-for-money
products, Metro Bank’s brand and reputation has”grown thréugh récommendations and public recognition
from industry, consumer advocacy and other commufiity, groups. For example, Metro Bank remains the only
financial services brand to receive the Mumsnets Gold award’(in 2012, 2013 and 2014) for resourceful and
creative family friendly initiatives fof“eustomers‘and colleagues. In 2015, Metro Bank was also voted
number one in customer service in a survey conducted by Fairer Finance. In addition, Metro Bank has also
attracted international recognition for jt$icommitment to providing its customers with unparalleled levels of
service and convenience, winning the Best Branch Strategy award from the Retail Banker International for
2015.

Using its stores as a key part of its tangible gateway to customer engagement, Metro Bank has further
enhanced its brand rece@nifion throwigh active engagement with the local community. Metro Bank supported
more than 3,000 community ‘events during 2015 and delivered its Money Zone financial education course,
recognised as meetinghK national curriculum standards by the Personal Finance Education Group, to an
estimated 21,000 children during 2015. Metro Bank also received the Technology Innovation Enterprise
Award by Microsoft as part of the 2014 Microsoft Dynamics Customer Excellence Awards program, as well
as a Mierosoft “ViSionary” award for innovative use of technology in 2015. Through engagement with
customers 1n=store and in the local community, Metro Bank has achieved an average Net Promoter Score (a
recognised market-standard marketing benchmark that gauges customer loyalty) of 80% throughout 2015,
improving from 75% in 2014. With 83.9% of customers surveyed in 2015 saying they would recommend
Metro Bank’s services to a friend, Metro Bank’s distinct culture, focus on customer service and growing
brand have driven customer accounts growth period-on-period.

Highly differentiated and integrated multi-channel customer proposition providing tangible and
innovative delivery of retail and commercial banking services at point-of-sale

Metro Bank provides a differentiated level of tangible convenience for customers through the increasingly
seamless interaction between in-store, mobile, online and telephonic banking services. By providing its
customers with increasingly seamless access to their banking services across channels, Metro Bank puts
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control with the customer to use the channel of their choice at a time of their convenience, at any point in the
customer journey. Metro Bank’s colleagues are able to access a “Single Customer View” for all products and
services consumed by a given customer, as well as a customer photograph and real-time history of previous
interactions across all channels, without having to use multiple systems. Metro Bank utilises a bank-wide
Microsoft Dynamics CRM system to ensure that customer tasks move throughout the organisation quickly
and seamlessly. As a result, Metro Bank is able to deliver a faster, more informed, and more secure, service
to customers without friction across multiple channels and systems.

Store Network

Metro Bank provides the tangible delivery of its customer service proposition through its network of
strategically located stores. Modelled on contemporary retail outlets, Metro Bank’s stores_are situated on
selected high-street locations to maximise customer convenience and engagement. Metro /Bank’s stores are
typically larger and more spacious than traditional bank “branches”, staffed with well-trained, highly
engaged customer-focused colleagues, and have distinguishing high ceilings and vibrant,gmodern ‘interiors.
In addition, Metro Bank’s stores are open seven days a week with longer hours than gompetitors)(typically
8am to 8pm, with standard hours across the store network to help ensure dependability for“customers).
Metro Bank has purposefully designed its stores to create a welcoming environment and“provide timely
customer service at peak times. Metro Bank’s innovative straight throughjafd real timesprocessing allows
new and existing customers to open an account and receive a new or replacementcard and PIN number (and
cheque book, if requested) at the point-of-sale with no need for secgndday follow-up. With free wireless
internet in store, Metro Bank’s customers are able to set up their mobile and orline banking before leaving
the store on the day of opening their account.

Digital Channels - Online and Mobile
Online

Metro Bank provides a wide range of innovative gnline banking services to customers. Existing customers
are able to open additional accounts €asily ofline in“four'to six clicks (depending on the product), including
current accounts, cash accounts, instanpaCcess sayings accounts, fixed term savings accounts, instant access
ISA accounts and overdrafts. In the/ fousth quaster of 2015, Metro Bank introduced the online savings
account opening capability for newsto-bank\eusStomers, with current account opening capability to follow in
2016. The online propositiongprovidesha rarige of additional value-added services featuring innovative, user
friendly functionality that meets'eustomer needs. For credit and debit cards, customers can view transactions
being processed to help“understand”their latest balance, cancel a card, order a new card or order a PIN
reminder, as well as Search tramsactions by date, category or keyword. Online banking also allows customers
to rename”accounts with ‘nicknames’ (for example, “Holiday Fund”) which can be used consistently across
every ¢hannel.

Throughout 2015, Metro Bank invested in propositions for online customer acquisition and product sales.
Designed withth€ support and input of intermediaries, Metro Bank has structured a service that aligns the
incentives of customers and intermediaries to retain a mortgage product with Metro Bank. Customers
renewing via the “retention portal” benefit from reduced fees and the option of switching up to three months
early without incurring an early repayment charge, while intermediaries are able to process a greater volume
of applications with the process taking on average less than ten minutes.

Mobile

Mobile banking is a key part of Metro Bank’s multi-channel distribution capability, with the number of
customers that have activated the mobile application increasing by 148%, from 37.8 thousand in 2014 to
93.8 thousand by 31 December 2015. All customers can access their account information, check balances,
make payments and manage cards through a personalised mobile banking application.
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Metro Bank continues to invest and upgrade its mobile proposition. For example, in 2014, Metro Bank
developed the capability to freeze and unfreeze misplaced cards in real-time. Metro Bank also continues to
invest in the integration between its digital platforms. In the third quarter of 2015, Metro Bank started
building its new “multi-channel” corporate digital banking platform, aiming to provide consistent design and
functionality across desktop, mobile, tablet etc. Starting with the expected launch of its online proposition
for Commercial Banking customers in the second quarter of 2016, followed by new mobile applications in
the third quarter of 2016 for Retail Segment and Business Banking customers, as well as the expected
introduction of Apple Pay functionality in the course of 2016, Metro Bank is committed to provide an
increasingly seamless proposition to all customer segments.

Contact Centres

Metro Bank’s customer network is supported by contact centres with colleagues, father than IVR
functionality, to provide assistance with banking queries and services. Centres are exclusivelylecated on-
shore in the UK, above and behind stores. Metro Bank was commended by Moneywiseder contagtycentre
service in 2014. By seamlessly integrating the latest “In-In” technology with its Micrgsoft Dynamics CRM
platform, Metro Bank has established real-time skill-based routing for customer calls." R¢moying the need
for an IVR system, this has enabled automation and optimisation of call alloeation;“simplifying the
experience and saving time for customers.

E-mail and Social Media Customer Interaction

Metro Bank actively monitors social media as a channel for cystomer engagement using the Microsoft
Dynamics Social Engagement tool. For example, Twitter haspbecome the principal channel for some
customers to communicate with Metro Bank, and Metro Bank’has)begun to see an increasing number of
regular customers use Twitter. Accordingly, Metre Bank monitors Fwitter for both positive remarks on new
propositions, such as the reaction to the launch of Js6ndon’s first'drive-through bank in the third quarter of
2015, as well as customer complaints.gMetro Bank als@¥monitors trends on social media directed at
competitors, such as complaints regarding customer secrvie€ or digital banking applications, to inform Metro
Bank’s own differentiated customer proposition strategy.

Clear focus on core retail and“commercial banking activities with simple and transparent
products and services supportédhby innovative business partnerships

Metro Bank is the only new/High Street bank offering a full service transactional platform focused on retail
and commercial customersgspecifieally the underserved SME market, to have opened in the last 100 years in
the UK. As of 31 December 2015, Metro Bank had a balanced exposure to both segments, with Retail
Segment customers accounting for 47% of deposits and 64% of Metro Bank’s loan book.

Metrof Bank provides simple and transparent products, supported by a differentiated service and
convenience-led proposition at point-of-sale across every channel. For example, Metro Bank offers one
retail cutrent account product and one cash account product, which can both be opened at point-of-sale end-
to-end in-store within fifteen minutes with no day-two processing. The incumbent high-street banks in the
UK offer, on average, five different current account products, which can take days or weeks to open. Retail
Segment Customers are offered a “Savings Promise” on deposits to ensure customers have access to Metro
Bank’s best available rate for each account, and a uniform pricing policy that ensures new customers do not
receive a more favourable rate than existing customers. The Directors believe that Metro Bank’s policy of
uniform, transparent and consistent pricing extended across all channels has helped Metro Bank build trust
and loyalty with its customers, turning them into FANS.

Metro Bank further differentiates its product offering by providing a personalised service to its Retail
Segment customers. For example, while all Metro Bank residential mortgage loans are initially assessed by
automated underwriting software, each residential mortgage application also currently undergoes an element
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of manual (i.e., human) underwriting, with the view to providing its customers with the most suitable loan
based on an analysis of their personal circumstances. This personalised service model has delivered a dual-
benefit to Metro Bank: strong customer relationships that inspire high retention rates and enhanced
underwriting outcomes.

Metro Bank’s commercial customers benefit from the same simple and tailored approach. Metro Bank
delivers a one-day account opening experience that is complemented by tailored product offerings. SMEs
receive support on request from Local Business Managers and industry credit specialists. Simple cash
management products act as a gateway aimed at creating long-term customer relationships that allow Metro
Bank to fulfil all of a customer’s banking needs across a full suite of transactional products, including BCAs,
savings accounts, term lending and asset finance. As of 31 December 2015, 64% of Metro Bank’s customer
deposits were from commercial customers.

Metro Bank strengthens its relationships with SMEs through valuable business partnership“agreements.
Metro Bank has successfully established partnerships with business service providers such as Xero’ and
KPMG’s small business accounting service, to generate a unique platform of services(to support the SME
ecosystem. Xero provides Metro Bank’s customers with the ability to streamline their accounting and
banking processes, reconcile their accounts with one click, manage their businesshdata“in“one place and
create smart reports and professional invoices on the move, through a statg=0f-the-arti@pp. The partnership
with KPMG provides small businesses with quick and easy access to expertiadvide ‘and services such as
bookkeeping — significantly reducing the burden presented by ‘financial redtape”“Metro Bank also partners
with local-area professionals, such as lawyers and accountantsj i order te” build relationships within
communities and provide banking services meeting local needsslhe Directors believe that such innovative
initiatives differentiate Metro Bank from its peers, helping tosbuild deep customer relationships that will
support the growth franchise into the future.

An additional example of Metro Bank's successful partnerships include the deployment of its deposits
platform into partnerships with institutions such as\Rowanmoor and DP Pensions, which has generated more
than £850 million in incremental trust deposits. In addition to deposits, these partnerships have generated
additional interest and fee income from¢overdrafthand short-term lending facilities offered to customers of
these institutions, which are collaterdlised, by their investment portfolios. Metro Bank has also partnered
with peer-to-peer lender Zopa, benefitting ffoin access to its consumer loans platform. While still in its
infancy, Metro Bank has deployed approxithately £4.4 million of lending per month through their platform
since the partnership’s first’ fullhmonth”of operations in June 2015 (with Metro Bank extending credit to
borrowers only if the pfoposed loan”is within Metro Bank’s credit risk appetite). The Directors believe that
there remains,substafitial opportunity to utilise established partnerships to further grow the deposit base and
extend the’breadth ofiMetro Bank’s customer and brand coverage.

High [quality, low |cost deposit base attracted through a differentiated service-led customer
proposition creates a clear funding, cost and liquidity advantage

Through its"growth in customer deposits, Metro Bank has built an efficient and high quality funding profile.
As of 31 December 2015, Metro Bank had £5,108 million of customer deposits across approximately
655,000 customer accounts. By employing a deposit-driven funding model, Metro Bank derives a material
economic benefit through lower than average funding costs and reduced regulatory liquidity requirements
compared to other UK deposit-taking businesses. As Metro Bank has grown its customer base across retail
and commercial markets, it has increased the percentage of deposits held in stable current accounts, further
enhancing these benefits.

Through tangible delivery of superior service and convenience at point-of-sale publicised through customer
advocacy, Metro Bank has achieved strong growth in both deposits and current accounts. From 2014 to
2015, deposits have grown 78% from £2.9 billion to £5.1 billion and current accounts have grown 61% from
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£0.9 billion to £1.4 billion. Congruent with its customer centric proposition, the interest rates offered by
Metro Bank are simple, transparent and consistent across channels. Metro Bank has received industry-wide
recognition for its current account proposition, having won Best Current Account for Branch Service
(Moneywise, 2014) and the Best Overall Current Account (Moneynet, 2014). In addition, in 2015, Metro
Bank won the Savings Champion award for Best Savings Provider for Existing Customers for the third year
in a row.

Metro Bank’s differentiated proposition has enabled it to reach an average cost of deposits of 82 basis points
(“bps”) across its funding book in 2015, down from 90 bps as of 31 December 2014. By the end of 2020,
Metro Bank is targeting NIM (including fee income) of c. 3%, assuming no increase in interest rates.

The Directors believe that Metro Bank also benefits from a scalable operating platform, allowing it to grow
its deposit base as it attracts both new customers and more deposits from existing customersiat,a decreasing
cost per deposit. Average deposit growth per store per month grew to £5.3 million in 2015 — uphfrom £4.9
million in 2014, while comparative store deposit growth (a measure of deposit growth using deposit
numbers from stores that have been operating for more than a full year) was 69%. The/Directons belicve the
average per store per month deposit growth will continue to rise in the short-term driven by additional
investment in new stores, increased access to larger commercial, charity, and loeal, government deposits,
utilisation of alternative delivery channels (such as the launch of onlinef depositigereration), and the
increased network effect. In the medium term, the Directors believe that highefcompetition in the savings
market post-FLS and new entrants to the banking sector will lead to aflongiterm average deposit growth per
store per month of ¢. £5.25 million. If all stores were to achieve thgisame levelyot current account funding as
they become more established, the Directors would expect Metro Bank to benefit from a lower cost of
deposit acquisition over time.

Metro Bank also benefits from reduced liquidity reserve,requirements due to the stable nature of its deposit
base. Metro Bank has set its risk appetite in the coftext of the bank’s stable deposit business model, with no
wholesale funding (except for drawdowans under the FLS), virtually no “hot money” (i.e., funds controlled
by investors actively seeking short-tgrm retyrns, and ‘who frequently move funds in search of higher interest
yields), and a conservative long-term tafget loan=to-deposit ratio of 80% (69% as of 31 December 2015).
Based on five years of trading data, MettopBank has been able to statistically demonstrate the stability of its
deposit base through a core depesit stabilityranalysis, dividing cohorts of seasoned deposits into “core”
balances (the base level of depgsits thathas never been breached in a representative sample of accounts) and
“non-core” balances. Productsithat exhibit a high core ratio, such as Metro Bank’s retail current account at
99% as at 31 Decembef 2015, are€xpected by the Directors to have a high longevity and be stable and
sticky in the gvent of a liquidity stress. Metro Bank’s high quality deposit base reduces the opportunity cost
of fundingits required liquidity reserve, while maintaining a prudent liquidity position.

Longfterm growth supported by highly scalable, best-in-class, IT platform with a “pay-as-you-
grow” cost structure and strong capital and liquidity positions

Metro Bank’s"growth trajectory is underpinned by a service-based approach to IT, utilising a unique ‘pay-as-
you-grow’ cost structure model. Metro Bank’s approach to utilising a ‘Software as a Service’ (“SaaS”)
model minimises the fixed capital investment in systems that will eventually become obsolete over time and
be written off. This model enables the scalability and efficiency of Metro Bank’s expansion.

The SaaS model has increased Metro Bank’s flexibility to customise and easily upgrade its systems to
benefit from best-in-class technology solutions from providers including Microsoft, DPR Back Base,
Temenos and IBM, increasing customer convenience at a decreased cost. Metro Bank benefits from
outsourcing the significant capital expenditure associated with its technology development, working closely
with service providers as part of Microsoft’s technology adoption program to customise the latest platform
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products to Metro Bank’s needs, such as supporting its “Single Customer View” functionality across all
channels.

Similarly, Metro Bank benefits from reducing the time and number of follow-ups required to open customer
accounts. As the first bank in the UK to print contactless cards in store, Metro Bank has successfully
established straight-through processing of new customer accounts, which is available seven days a week.
Providing the ultimate convenience for the busy modern day customer, Metro Bank provides a new card, a
customer-created PIN number (and cheque book, if requested) and the installation of online and mobile
banking at the point-of-sale with no need for a second day follow-up for Retail Banking and Business
Banking customers. 77% of first time Retail Segment customers have their account set up in less than 15
minutes, while for existing customers, setting up an additional account requires just four to six clicks
(depending on the product) online. For SMEs, 63% of accounts are opened within 60 minutgs, representing a
significantly distinguished proposition versus peers. Powered by flexible, easily upgradeable [T;iMetro Bank
has achieved mutually beneficial propositions of differentiated customer service that is both costrefficient
and scalable.

Metro Bank’s innovative cross-channel customer propositions have attracted international{recggnition from
technology industry experts, enhancing Metro Bank’s brand and reputation./Meétro Bank received the
Technology Innovation Enterprise Award by Microsoft as part of the 2014 Microsoft Dynamics Customer
Excellence Awards program, recognising its innovative approach to combiningithe jbést technology across
every channel. In addition, in the fourth quarter of 2015, Metro Bankéwas awarded a Microsoft “Visionary”
award for innovative use of technology. Metro Bank was also desetibed asith€ third most innovative Fin-
Tech company in Europe by Business Insider. Metro Bank das, alse received economic benefit through
recognition from the UK Government, receiving tax relief for itS iniovation to reflect the investment in the
development of improved products and services for customers.

Strong capital position

Metro Bank has maintained a strongs€apitalpositionpwith’a comfortable buffer to regulatory requirements
and headroom for further asset growth. Metro'Bank has written-off lending of only £1.9 million of capital
over 5 years to date. The high quality.of Metro‘Bank’s loan book has also minimised the need to make
provisions, with only £6.8 million provisighed for loan losses as of 31 December 2015, supporting Metro
Bank’s trajectory toward organij€ capital geperation. As of 31 December 2015, Metro Bank had a Common
Equity Tier 1 ratio of 13.3% and a leverage ratio of 5%. Assuming the proceeds of the Offers had been
received as of 31 December 2015 3Metro Bank’s Common Equity Tier 1 ratio and leverage ratio would have
been 38% and c. 13%, respectively. As Metro Bank continues to move towards profitability, the robust
capital positiomhas been supported by successful rounds of equity investment from a large number of high-
quality gnvestors in 2012:and 2014.

Stand-out growth frajectory to date, with a tremendous market opportunity for continued gains
in market,sharethrough delivery of a differentiated and disruptive model

Delivering Metro Bank’s AMAZE(ING) culture through its multi-channel network, Metro Bank has
benefited from a strong track record of growth of customer accounts, deposits and organically originated
residential mortgage loans, representing a disruptive force in the UK banking market.

As Metro Bank has expanded its multi-channel platform, driven primarily through its 40 stores, it has
acquired approximately 655,000 customer accounts as of 31 December 2015. Metro Bank’s increasing pace
of store expansion, with 9 in 2015, is matched by increasing rates of customer account growth, with 54,000
net customer accounts added in the fourth quarter of 2015. Metro Bank has also grown account balances,
with average Retail Segment account balances as of 31 December 2015 of £4,162 compared to £2,724 in
2013 and an increase of 49,516 accounts to 73,559 Commercial Segment accounts over the same time
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period. As a result, Metro Bank had £5,108 million customer deposits as of 31 December 2015, representing
78% growth year-on-year and a record quarterly growth rate of 16%.

As of 31 December 2015, Metro Bank had achieved a total deposit market share of 0.2% of the total £2.1
trillion deposit base in the UK. Deposit growth has been matched by increasing geographic diversity, as
Metro Bank has extended its physical network coverage through store expansion into further conurbations
surrounding Greater London. To date, Metro Bank has been geographically focused in London and the
surrounding commuter areas, having identified the area as having the greatest potential market opportunity.
As of 1 November 2013 (the most recent date for which relevant Office for National Statistics data is
available), London and the South East of England comprised approximately £1 trillion of deposits,
representing the highest customer deposit per capita in the UK, and 27% of the UK’s 60 million residents
resided there as of the same date.

Free from the risks associated with volatile interbank wholesale funding, customer depositigsowth has
funded £3,549 million of gross loans and advances to customers as of 31 December 2045. The Digectors
believe that Metro Bank had an approximately 0.4% market share in residential mortgages/mithe) UK as of
31 December 2015. Of Metro Bank’s total asset base as of 31 December 2015, 91% was“organically
originated through Metro Bank’s full service retail and commercial transactjonal banking platform, with only
one acquisition to date (the acquisition of SME Invoice Finance Limitéd and itssubsidiaries, which
specialise in invoice discounting and factoring and asset finance (“SME Invoice’Einante”) and the purchase
of a first charge prime residential mortgage loan portfolio for consideration of £344 million).

Metro Bank’s stand-out track record in asset growth has been matehed by market-leading asset quality.
Rapid asset accumulation has been achieved while maintaiding strict TisK thresholds. As of 31 December
2015, Metro Bank had an immaterial number of noh*performing residential mortgage and commercial loans.
The average LTV of Metro Bank’s organic residential, mortgages (i.c., excluding those acquired in the
purchase of the £344 million first charge prime regidentialimortgage loan portfolio in 2015) has risen from
61.3% in 2014 to 62.7% in 2015. In Metro Bank’s Commercial Segment, the average DTV Ratio of Metro
Bank’s commercial loan book has been stable, and“below 60% over the same period. Metro Bank’s low
average cost of risk to date has reflected Metro Bank’s rigorous credit focus, supporting its trajectory to
profitability.

The Directors believe there remams@significant opportunity for further growth in existing and new markets.
With an established brand andigrowing network of customers in Greater London, the Directors expect to be
able to fund asset expansion through Metro Bank’s growing share of the Greater London deposit market.
Growth is also expegted tobe beosted through the launch of the online customer acquisition capability,
starting with/sayings accounts}in the fourth quarter of 2015 followed by online current account acquisition in
2016. Until the fourth“quarter of 2015, Metro Bank’s growth in new customer accounts had been achieved
solely/ through in-store account opening, with only existing customers able to open accounts online.
Attracting just a smdll percentage of existing online accounts from other banks in the UK would represent a
sizeableWinereaseto Metro Bank’s customer base. Supporting the tangible delivery of its multi-channel
customer engagement proposition, Metro Bank expects to also continue to further its geographic expansion
along commuter lines out of London to cover the UK market more widely, targeting approximately 110
stores by the end of 2020.

Best in class leadership and management with track record of proven success

Metro Bank has assembled a Board of Directors and Senior Management team with high-quality experience
of leadership and operational positions in the banking and retail sectors.

Metro Bank’s Chairman and founder, Vernon W. Hill, II, has a proven track record of launching and
successfully growing a bank, having founded Commerce Bank in 1973 in the USA. Between 2001 and 2006,
Commerce Bank achieved an annual average growth rate of 30% for deposits and 28% for loans (net),
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growing its number of stores from 184 to 428 during this period. Vernon has been recognised in Forbes’ elite
20-20-20 club, a list of CEOs who have served for 20 years at the helm of a public company and have
delivered at least a 20% annual return-on-equity for shareholders since their respective companies went
public. Vernon sold Commerce Bank to TD Bank Financial in 2007 for $8.5 billion, before founding Metro
Bank in the UK in 2010. Based on an economic model of maximising the number of deposits per branch
from a fixed central cost base and a customer-centric culture focused on exceeding customer expectations,
Commerce Bank established its brand as “America’s most convenient bank”. Metro Bank’s business model
is based on the proven model of Commerce Bank, with the same founder on board to deliver success.

Metro Bank’s founding Chief Executive Officer (“CEQ”), Craig Donaldson, has significant experience in
the UK banking sector, with previous roles including Managing Director of Retail Products and Direct
Channels at RBS, as well as senior roles with Barclays and HBOS. Aided by a deep undgistanding of the
operations of a number of the largest incumbent banks, Craig is committed to providing a‘differentiated
customer proposition and embedding Metro Bank’s unique culture.

Metro Bank’s Chief Financial Officer (“CFO”), Mike Brierley, is a chartered accountait with previous roles
in the banking industry, including various senior finance and risk roles including CF@ and“Chief Risk
Officer of Capital One Bank (Europe) and CFO for Royal Trust Bank, as well as Director‘of Business Risk
at Barclaycard.

With a wealth of experience in UK banking, Metro Bank’s Executiyegirectorsyand Senior Management
have complementary experience and a wealth of industry knowledge, making them well equipped to drive
Metro Bank’s retailing approach to banking. The Executive Dircefors haye an average of 27 years of
industry experience and Senior Management have an average/of 22 years of industry experience.

Strategy

Metro Bank is the only new High Street bank offering a full service transactional platform focused on retail
and commercial customers to have opened ighthe UKdingthe last 100 years. Metro Bank intends to continue
to take a retail approach to banking to,create FANS through the tangible delivery of simple and transparent
banking products and attract deposits below markefinterest rates to fund profitable scale expansion.

Tangible delivery of simple, gféat value products at point-of-sale across all channels

Metro Bank aims to “surprise‘and delight” customers across every channel they use through superior service
and convenience, simplegand transpasent products and tangible delivery through every channel.

Store strategps Metr@\Bank intends to continue providing real-time straight through processing to customers
at the point-of-sale via its,network of stores. Metro Bank is committed to continuing to offer the fastest and
most ¢onvenient account opening experience in the UK market through all channels, with no day-two
processing. Metro Bank aims to be able to “do everything” for customers, both existing customers and new-
to-banki eustomess! in store, and intends to continue expanding the catchment area of its store network
through strategic expansion around London, the South East of England and further west along the key
commuter lines, delivering superior service and convenience to an increasing number of FANS.

Digital strategy: Metro Bank intends to continue to increase its digital capability, in mobile, tablets and
online services, to achieve a seamless customer journey across channels, and give customers easy access to
multiple products such as mobile wallets, as well as tools that save time and improve transparency, to make
customers’ lives easier. By enhancing mobile capabilities, Metro Bank aims to allow its customers to
simplify their customer experience, providing them with the ability to customise account names and freeze
and unfreeze account cards at will, for example after losing or misplacing debit or credit cards. With an
active social media presence and a new public website, Metro Bank is investing to ensure that the digital
engagement proposition is as distinctive and differentiating as the customer service received in stores. In the
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fourth quarter of 2015, Metro Bank launched the ability for new customers to open savings accounts online.
This will be followed by the launch of online current account opening in 2016.

Partnering strategy: Metro Bank is committed to assessing the market environment continually to provide
value to customers through innovative partnership agreements. Having already established partnership
agreements with a range of financial institutions (including St. James’s Place), Metro Bank has extended its
asset and deposit base in response to entrepreneurial opportunities. Future opportunities with current
partners could enable Metro Bank to exceed its planned growth expectations and generate additional fees,
while Metro Bank remains open to entering new partnerships and new asset segments. Simultaneously,
increasing competence in the cash management space, allied to planned IT, proposition and process
enhancements, could enable Metro Bank to attract more trading Commercial Segment customers and
generate additional, capital-light, fee revenue.

Metro Bank also uses business partnership agreements, such as those with Xero and KPMG, to'generate a
unique platform of services to support the SME ecosystem. Metro Bank intends to continue to expand its
range of partnership agreements to further differentiate its customer proposition for its{SME eustemers and
create profitable long-term relationships with growing businesses of the future.

Mortgage strategy: Metro Bank intends to continue to utilise both dir@etgsand intermediary origination
channels to grow its residential mortgage portfolio. Metro Bank also aims t@humaintainan efficient balance
between manual underwriting for residential mortgages that account fomgindividualyustomer circumstances,
and automated underwriting that enables greater scalability as ghe business, grows. Of the residential
mortgages organically originated in 2015, more than 20% were directly originated by Metro Bank through
its stores and Private Banking, evidencing Metro Bank’S eommitment to building strong customer
relationships, enhancing retention rates. Metro Bank?s recent ldunch of an online mortgage renewal platform
is expected to enhance retention rates for intermediaryyandidirectly originated mortgages by aligning the
incentives of customers and intermediaries to retainfa mortgage product with the Bank.

Foster an AMAZE(ING) culture of fanatical exéeution through colleague engagement

Metro Bank is built around a customer=€entric culture with clear strategic ambition to create FANS. Metro
Bank is committed to maintain an “ovetstrained” and motivated team of colleagues to drive customer
engagement across all channels tefereate profitable long-term relationships and grow the Metro Bank brand.

Customer engagement: “Revyolutionising’”the UK banking landscape, Metro Bank aims to provide a superior
customer proposition designed to.driye customer engagement and build long-term relationships. Metro Bank
intends to drive incrgased customer engagement through differentiated customer service and convenience,
the deliverysofaincreasingly seamless distribution capabilities across all channels and continued offering of
simplegfair and transparef®products. As Metro Bank continues to expand its presence across all channels,
the Directors believe|that its brand awareness will continue to improve, from a strong position of 77% in
London,jto support increased customer acquisition.

Recruitmenttraining and incentivisation: As the tangible point of service delivery, the Directors believe that
ensuring its colleagues are continuously well trained, motivated and immersed in the Metro Bank culture is
central to providing a superior customer service. Accordingly, Metro Bank hires colleagues with the right
attitude and trains for skill, ensuring Metro Bank colleagues act professionally and provide levels of service
and engagement that match or exceed best-in-class retailers. Metro Bank intends to invest continuously in
the development of its workforce, providing ongoing training through “Metro Bank University”.
Performance assessments will continue to be based on the effective delivery of Metro Bank’s values and
customer service standards rather than product sales targets, with tangible ownership given to every
colleague through the variable reward programme. Motivated by meritocratic opportunities and equity
ownership, the Directors expect colleagues to continue to deliver fanatical execution of the Metro Bank
model.
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Transform deep customer relationships into profitable balance sheet growth

Low cost funding model: As a deposit-driven institution, the Directors recognise the importance of acquiring
and retaining customers, and their deposits, as a central component of the bank’s profitability. Metro Bank
intends to continue to deliver a customer service-led proposition for growing FAN numbers and, by
association, deposit balances. The Directors expect funding costs to continue to benefit from this strategy as
customers place significant value on service and convenience. As a 100% deposit funded institution (except
for drawdowns under the FLS), Metro Bank has maintained a conservative loan to deposit ratio over recent
years and expects to increase the ratio, up to approximately 80%, to support margin expansion.

Established customer base of FANS: By creating FANS through, among other things, what the Directors
believe to be an unparalleled account opening experience, Metro Bank seeks to create customer loyalty and
inspire customers to fulfil all of their retail and commercial banking needs through Metso Bank. For
example, a key driver of growth is the provision of a broad suite of cash management solutionshaligned to
commercial customer needs. This allows Metro Bank to create an increasing incumbent commetcial
customer base to whom it can provide additional products upon request, supporting further balance sheet
growth. By establishing a current account base of FANS, Metro Bank aims to lockzin the annuityvalue of its
relationships, given the stickiness and transactional nature of the accounts.

Customer-centric underwriting processes: Metro Bank utilises its deep customer relationship to inform its
risk assessment. For example, Metro Bank has established “three lingsgof creditidéfence” for Commercial
Segment lending, comprising a relationship manager, credit partner and<€sedit assurance (audit). Metro
Bank’s differentiated approach means that credit partners will oftén meet the/borrower in person along with
the relationship manager to assess more fully the individual customer circumstances, before deciding
whether to recommend the credit for approval. Thi§ approach/€nables a more granular underwriting process,
improving the quality of the loan book. As of 31 December 2015§Metro Bank had an immaterial number of
non-performing residential mortgages and commetcial loans. /The in-person contact with the credit partner
also provides a personalised service to the customemimproying customer satisfaction. Metro Bank intends to
continue deploying the “Credit Partnégr Modglas the"business expands.

Full service retail and commercial joffering: Metro Bank intends to continue to offer a full service
transactional banking platform to its custemers: Metro Bank’s Commercial Segment customers are a key
driver of income growth and @rc“characterised by typically larger deposit balances and more complex
requirements. The Retail Segment proposition is core to Metro Bank, in particular for the support it provides
to its brand and recognition,

Continued scalable expansion in current and new markets

Scalable IT platform: Metfo Bank employs a SaaS model, paying an upfront licensing fee for best-in-class
platforms and technology components with additional payments linked to usage per colleague. This enables
Metro\Bank to implément its high growth ambitions without having to invest significantly in systems. Metro
Bank aims topachicve cost-efficient growth by further leveraging this scalable IT platform.

Geographic expansion: Metro Bank intends to access greater customer numbers through its multi-channel
customer engagement capabilities. At the core of its growth strategy is the expansion of the store network,
mainly in commuter areas outside of London. With 40 stores as of the date of this Private Placement
Memorandum, Metro Bank is targeting approximately 110 stores by the end of 2020. Metro Bank intends to
expand the network “one store at a time”. This prudent approach ensures Metro Bank invests only in the best
sites that fulfil all of its strict internal criteria, being in visible and high traffic locations with sufficient space
to install Metro Bank’s distinct store design, generating significant growth in customer numbers without
needing multiple stores in the same area. Metro Bank also employs an experienced “store delivery” team to
ensure the store delivers Metro Bank’s high standard of customer service from day 1, before handing over
the store to the new store management. As of 31 December 2015, the Directors estimate that Metro Bank’s
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share of deposits in the UK was 0.2% of the total £2.1 trillion deposit base in the UK, highlighting the
significant growth opportunity in this market.

Going forward, Metro Bank aims to supplement its store growth further through additional channels,
including online, mobile and intermediaries, presenting national growth opportunities. Since launching new
customer account opening for savings accounts in the fourth quarter of 2015, Metro Bank has already
acquired 3,823 customers outside Greater London. Metro Bank is considering physical expansion outside of
Greater London, including the assessment of other super conurbations in the UK, including Bristol and
Hampshire.

New product expansion: Metro Bank, from time to time, assesses growth opportunities beyond those
identified in its strategic plan, including among others, expanding into new complementary products. In
2013, Metro Bank acquired an asset and invoice discounting finance business propiding important
capabilities for its commercial franchise. Metro Bank will continue to consider potentialacquisition
opportunities of businesses, portfolios and teams as appropriate.

Delivering low-risk, profitable growth leading to enhanced shareholdegreturns

Metro Bank aims to continue to achieve market-leading growth in income and dépesits withincreasing cost
efficiency to enhance returns to Shareholders. By providing tangible sites, of customér engagement in
convenient locations, supported by multi-channel capabilities that enable tangible delivery at the point-of-
sale, Metro Bank has been able to achieve revenue per square foot infits'stores comparable to leading retail
brands such as Apple. To maximise the profitability of this model /Metro Bank”intends to utilise its scalable
IT platform and innovative customer propositions to enable cest=efficient growth across all channels, while
maintaining a granular focus on store-level profitability and Customensatisfaction.

Metro Bank intends to complement deposit growth_thteught@méxpanding store network, with increasing
acquisition of deposits through the online channel from“betly existing and new-to-bank customers. Metro
Bank’s scalable SaaS IT model supposts this cost-effective growth by allowing it to service additional
customer accounts, with only margingl increases,in costs:

By the end of 2020, Metro Bank is fargeting a return-on-equity of c. 18%, and a cost-to-income ratio of
approximately 60% (in both cases assumingyno/increases in base interest rates). Metro Bank has minimised
the operating cost per deposit ¢f itsistore petwork through innovative customer propositions. In addition,
Metro Bank offers safe deposit boxes forannual or monthly fees in all stores, which can be reserved in-store
or online. Metro Bank coyers a 8ignificant proportion of its store operating costs from safe deposit box
income (an average gf 80% ofi rental costs in stores in operation for at least 12 months, prior to any income
from lending“or account-related activities). As Metro Bank continues to expand its store network from
CentralglLondon, the Direétors expect safe deposit boxes to cover an increasing percentage of store rental
costs.

Operatingistriicture

Metro Bank is principally a deposit-taking and lending institution, which it services through two customer
segments: Retail and Commercial (the “Commercial Segment”). Within its Retail Segment, Metro Bank
offers products in its personal banking and private banking business lines (“Personal Banking” and
“Private Banking”, respectively), and within its Commercial Segment, offers business banking, commercial
banking and partnership banking business lines (“Business Banking”, Commercial Banking” and
“Partnership Banking”, respectively).

Metro Bank provides simple and transparent mass-market deposit and lending products (consciously and
strategically avoiding more complicated products and services that would detract from its culture and
strengths and hence slow its growth), including current and savings accounts, retail and commercial
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mortgages, retail and commercial loans, overdrafts and credit cards. Metro Bank also uses its Private
Banking business line to provide high net worth customers with the same range of simple banking products
supported by a more personalised service model and access to a dedicated private banker. In addition to a
strong Retail Segment offering, Metro Bank’s Commercial Segment customers are offered a growing range
of services to complement a relationship-driven offering, including invoice and asset finance and point-of-
sale merchant services.

As of 31 December 2015, Metro Bank had 581,452 Retail Segment customer accounts and 73,559
Commercial Segment customer accounts, and deposits from customers of £5.1 billion, of which 47% and
53% was attributable to Retail Segment and Commercial Segment customers, respectively. As of the same
date, it had loans and advances to customers of £3.5 billion, of which 36% and 64% was attributable to
Commercial Segment and Retail Segment customers, respectively.

Culture and colleagues

Metro Bank places significant importance on the strength of its corporate gumlture, and seckshto attract a
diverse colleague base that is aligned with its culture, customer service proposition and AMAZE(ING)
values. The Directors believe that Metro Bank has been able to attract talentthrough a combination of its
corporate culture, unique business model, compensation system focusgdden share ownership and by
providing an opportunity to be a part of a dynamic and growing business, which, provides it with a strong
competitive advantage relative to other High Street banks.

The Directors believe that Metro Bank’s growth has allowed it to“offer its colleagues more career and
promotion opportunities than larger competitors. For example, Metro” Bank historically has promoted
approximately 20-30% of its eligible colleagues gach, yeary\Vletro Bank also provides a wide range of in-
house and online training courses through ‘Metro BankyUniversity’, which is designed to help colleagues
learn new and enhance existing skills. Metro Bank University/offers more than 70 classroom-based courses
and employs more than 20 instructors asffaculty.

Metro Bank’s approach to reward is'@lso/SimpleaMetro Bank pays base salaries in line with market norms
and pays a discretionary variable rewatrd, which is)composed of two elements: cash and share options. Share
options form the main part of the discretionary,variable reward to encourage colleagues to focus on the long-
term growth and success of Mefro Bank and to behave like owners. Eligibility for share options is based on
an assessment of behaviours/and,performance and requires the colleague to have worked for Metro Bank for
a minimum of six monthspat,the time’of the award. The level of award is also based on performance against
objectives and behayiours, tole and seniority. Options typically vest over five years after their grant.
Colleagugs™arc™also\allowed/to exchange part or all of the cash element of any discretionary variable
compensation into their pension or into immediate vesting share options.

Based on an internal/survey conducted by Metro Bank in May 2015, the “Voice of the Colleague”, 88% of
Metro Bank’s coll€agues would recommend it as an employer to their friends and family.

Customer engagement and fulfilment

Metro Bank has historically avoided the use (and associated high costs) of traditional bank marketing
channels, such as radio, print and television advertising, as these outlets are not aligned with the strategic
importance it places on its tangible engagement with the communities in which it is based. Rather, Metro
Bank focuses on the use of its direct distribution channels, comprising its highly visible, high-specification
store environments, mobile and internet offerings, and local contact centres, together with its unique
customer service proposition, to ensure that its customers become FANS of the bank, who then spread the
word to their friends, family and business colleagues. Metro Bank also seeks to leverage the strength of its
brand and the strategic location of its stores to become part of local communities. For example, through its
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store network, Metro Bank has worked with an estimated 21,000 children to promote financial education
through its UK Key Stage 2 “Money Zone” programme in 2015 alone. In addition, Metro Bank is active in
supporting charities, having participated in more than 3,000 charity and community events in 2015. Metro
Bank also maintains an active social media presence, and it seeks to provide substantive replies to questions
and comments submitted by customers on platforms such as Twitter.

In 2015, Metro Bank’s Net Promoter Score, a recognised market-standard marketing benchmark that gauges
customer loyalty, was 80%, with 83.9% of respondents designated as “promoters” of the Metro Bank brand,
12.3% as passive toward the brand and only 3.8% as “detractors” of the brand. The Directors believe that
these scores are industry-leading among UK banking peers.

Stores

Metro Bank’s store footprint has been, and continues to be, built organically through the opening of new
stores placed in strategically selected prime commuter locations to ensure that MetredBank’s operating
model is fully aligned with its customer proposition. Metro Bank seeks to gpen highsvisibility)(typically
with large glass storefronts and designed in Metro Bank’s recognisable red and blue cglours), high-
specification stores in prime locations where people live, work and play te ‘achieye an” interconnected
“network effect” (i.e., an effect through which the visibility and brand awareness of each’Store enhances and
complements that of other stores).

Consistent with its emphasis on retail-style customer service and tdngible delivery, Metro Bank’s stores are
open seven days a week with longer hours than competitors (typically. 8am to 8pm, with standard hours
across the store network to help ensure dependability for cuStomers), which the Directors believe resonates
well with busy London commuters and the businegses, that sefve them. To promote an inviting environment,
Metro Bank’s stores also feature free coin countingsservices (through the “Magic Money” machine), pens
and sweets, and are child and pet-friendly,

Metro Bank’s first store opened in Hélborn,[kondon 6my29 July 2010, and as of 31 December 2015, Metro
Bank operated 40 stores, with a targetsto operate approximately 110 stores by the end of 2020. Store
openings are highly publicised, and Mette Bank organises activities, games, prizes and events during store
openings to attract customers and familiariseithein with the Metro Bank brand and AMAZE(ING) values. To
maintain cultural and operational continuity,/When possible, Metro Bank seeks to staff new stores with a core
of existing colleagues relocatedrom other stores.

Metro Bank generallyAargetshnew)stores making a positive contribution to Metro Bank’s net income within
24 months die to the'strong net deposit growth per month being over £5.25 million throughout the planning
period. Metro BankWmanages the profitability (i.e., positive contribution before allocation of central
overhgads) for each gtore individually, with the store management teams accountable for their profit and
loss. This approach/provides Metro Bank with a number of benefits. For example, it allows a better
understanding of the key drivers of profitability in each store and how these develop over time. In addition,
Metro Bank is better equipped to assess market share taken by each store and assess the feasibility of
additional growth. The approach also allows Metro Bank to draw lessons from experiences in one store and
apply them to other stores.

Metro Bank leases all but two of its stores, with typical lease terms at commencement of 25 years.

Digital channels — online and mobile

Metro Bank enables its customers to access its products and services through a modern web-based and
mobile banking interface. Significantly, in the fourth quarter of 2015, Metro Bank began offering new-to-
bank savings account applications online, which the Directors believe will position it well for significant
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customer growth, given the historical customer and deposit growth rates achieved solely through Metro
Bank’s in-store applications previously.

Metro Bank provides its Retail Segment customers with online banking, which allows customers the ability
to open new accounts, make payments and access other account functionality. For Commercial Banking and
Business Banking customers, Metro Bank offers both a standard business internet banking function and an
enhanced online business support system for more complex needs through its “Commercial Online” and
“Business Online Plus” offerings, which allow Commercial Banking and Business Banking customers to set
up advanced payment, transfer and account management functions for an additional fee.

In addition, in 2014, Metro Bank launched its mobile banking application to Retail Segment customers and
extended its reach to Business Banking customers in 2015, allowing both groups to access their accounts
through a variety of I0S, Android and Microsoft mobile operating systems. As of 31 December, 2015, Metro
Bank’s online banking and mobile banking were accessed by approximately 205,900 and 118,600 eustomers,
respectively. Metro Bank offers free wireless internet connection in all of its storess thus providing
customers with the option to download Metro Bank’s mobile app in-store while openifig ap“account. All of
Metro Bank’s customers benefit from a variety of innovative online and mobile features, such/as the ability
to customise account names and freeze and unfreeze cards at will, for example/after losing debit or credit
cards.

Telephony

Metro Bank provides a full-service telephone banking capability withhfour«ontact centres located around
London, operating 24 hours a day and seven days a weg€k to emsurg consistency of performance and
functionality. Metro Bank upgraded its telephony, platform in /2015 to provide enhanced customer
responsiveness and usability. For example, Metro Bank’s contact Centres use real-time, skill-based routing
for customer calls, removing the need for an IVR system, simplifying the call experience and saving time for
customers by quickly directing their caligto a colleague well qualified to deal with their request. Metro Bank
contact centre colleagues are also able to view, photographs of the customer who has called, as well as their
entire account status, recent interactions{with MétrosBank and account history through Metro Bank’s single
customer view functionalities. As of 31 Deceniber 2015, Metro Bank’s contact centres employed 210
colleagues (with additional callgoverflow support during particularly busy periods by a third party), who
handled 1,159,559 calls in 200S5.

Retail Segment

Metro Bafik’s Retail Ségment/includes its Personal Banking and Private Banking business lines. Metro Bank
does not target a particular retail customer segment or profile and instead seeks to attract the business of
mass market retail customers. Within Personal Banking, Metro Bank seeks to provide a simple, transparent
and easy=to-undegstand product set to its customers, together with excellent customer service. In 2015,
Metro Bank“epened 77% of new-to-bank Personal Banking accounts within 15 minutes, and a further 10%
within 20 minutes, including providing full online account access, contactless debit card functionality (and
cheque book, if requested), an offering unmatched by UK bank competitors. In addition, existing customers
are typically able to open additional accounts in four to six clicks (depending on the product) through Metro
Bank’s website.

In addition to traditional retail products such as current and cash (basic) accounts, credit cards, unsecured
personal loans, overdrafts, savings accounts and mortgages, Metro Bank also offers customers safe deposit
boxes for annual or monthly fees, illustrating its commitment to providing practical products designed to
meet a wide range of retail-customer needs. For Private Banking clients, Metro Bank offers a similar range

71



of simplified banking products, tailored to the needs of individual clients and supported by a bespoke service
model and access to a dedicated private banker.

Personal Banking

Current accounts

As a deposit-driven bank, Metro Bank views retail current accounts as the heart of its product offering,
providing Metro Bank with loyal customers and a source of resilient, low-cost and stable funding (relative to
wholesale funding). As of 31 December 2015, Metro Bank held £465 million in retail current accounts.

Metro Bank’s current accounts are available in GBP for Personal Banking customers, come with contactless
MasterCard debit cards standard, are non-interest bearing and offer free cash withdrawals and card
transactions in Europe. In addition, they have access to direct debit, standing order and“direct payment
features and can be supplemented with overdrafts and cheques. Metro Bank’s more basic personal banking
account, the cash account (typically for those with limited income or without an extensive, creditthistory),
offers customers basic banking day-to-day needs, providing contactless MasterCard depit cardsyand monthly
statements. Metro Bank also offers the “Current Account Switch Service” (using the”UK current account
switch service system) that helps customers switch their current accounts from theifexisting'bank to Metro
Bank within seven days, including by transferring all outgoing payments (e.g4 direct debits, standing orders,
etc.) and redirecting incoming payments (for a period of 36 months), as well asitypically matching overdraft
limits from customers’ previous current accounts. Historically, Metfo Bank customers have been able to
open current accounts in store only; however, during 2015, existingdMetro Bank customers became able to
open current accounts online as well.

Savings accounts

Many Personal Banking customers seek outlets foprtheirydeposits that will provide a higher rate of return
than those provided by current accounts. Metro Bank offers @number of GBP-denominated savings account
choices to Personal Banking customefs“to meet theisvafious needs. While many competitor banks offer
higher temporary “teaser” interest rates for iewi@ustomers, cutting existing customers’ rates at their expense,
Metro Bank offers a “savings promiseZthat customers will have access to Metro Bank’s “best rate available”
to ensure that new customers will not receiver a more favourable rate than existing customers. Savings
accounts typically provide eithef fixed or variable interest rates (with variable interest rates changing at the
discretion of Metro Bank, but 0ften moving in response to changes in the Bank of England base rate) and are
classified as either instant accessfrom which customers can withdraw their deposits at any time, or term
deposits, from whicl’ customers ¢an only withdraw deposits without penalty at the end of the term. In
addition, Metre, Bank, offers Jboth instant access and fixed rate ISAs, savings accounts that qualify for
favourable tax status inth€K. Historically, Metro Bank customers have been able to open savings accounts
in store only; however, during 2015, existing Metro Bank customers became able to open savings accounts
online as, well.

Residential' mortgages

Metro Bank offers a series of mortgage products to Personal Banking customers. As of 31 December 2015,
Metro Bank had total residential mortgage assets of £2,156 billion, and during the year ended 31 December
2015, Metro Bank’s gross new residential mortgage lending was £1,025 million and net repayments were
£99 million. As of 31 December 2015, Metro Bank’s residential mortgage assets had an average DTV Ratio
of 56%. As of the same date, the average residential mortgage held by Metro Bank was £374,000.

Consistent with its overall customer proposition, Metro Bank places significant emphasis on customer
service and transparency throughout its residential mortgage process. For example, Metro Bank offers
flexibility to customers through its retention process, allowing customers to move to a new mortgage three
months before the expiry of their initial period. In addition, Metro Bank also enables customers to repay up
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to 20% of their mortgage each year without any early repayment charge. In addition, Metro Bank utilises
both manual (to better account for a customer’s personal circumstances) and automated underwriting, with
the mix between the two approaches depending on the size of the mortgage and type of borrower. Borrowers
are also provided with a single point of contact throughout the mortgage process, and Metro Bank offers
mortgage customers current accounts and contactless debit cards at the same time as their mortgage offer.

Metro Bank’s residential mortgage portfolio, consistent with its customer base, is particularly concentrated
in London and the South East of England, with these areas representing 61% and 24%, respectively, of the
portfolio as of 31 December 2015, with the remainder of mortgages distributed across other areas of the UK
(although with the geographic expansion of Metro Bank’s store network, and the recent expansion of Metro
Bank’s intermediary base across the UK, this geographic distribution has changed, and is expected to
continue to change, over time). In addition, in 2015, Metro Bank purchased a first charge prime residential
mortgage loan portfolio, for consideration of £344 million. The transaction was undertakenite, help meet
Metro Bank’s goal of obtaining a loan-to-deposit ratio of 80% at maturity. The mortgage poutfolio is
administered through the Pepper Group Limited (“Pepper”), the mortgage servicer that"administers Metro
Bank’s other mortgages. As of 31 December 2014, Metro Bank’s geographic éoncentration/of mefrtgages by
gross mortgage value was split, with 61% in Greater London, 24% in the South East UKland{15% in other
areas.

Metro Bank’s residential mortgage portfolio consists of loans secured on propetties by way of a first ranking
charge on the property to which the mortgage loan relates on terms which‘allow forthe repossession and sale
of the property by Metro Bank if the borrower fails to comply gwith the teriis of the loan. For Personal
Banking customers, Metro Bank offers both borrower-occupiempmortgage,lending (where the borrower is
occupier of the mortgaged property), with a maximum LTV/Ratio of\85%, and buy-to-let lending (where the
borrower purchases with the intention to let the mortgaged property), with a maximum LTV Ratio of 75%.
For buy-to-let loans, borrowers must typically demoriStrate rental’coverage for the property in the amount of
125% of the mortgage payment assumingga current stressed‘mferest rate of 5.5%.

Metro Bank offers both fixed rate ahd trackemyrate residential mortgage loans. Fixed rate mortgage loans
have a set rate for an initial period (typieélly two.ot five years), after which the rate reverts to Metro Bank’s
standard variable interest rate, set at Metro,Bank’s discretion (assuming the borrower does not refinance the
loan). Tracker rate mortgage loanspallow customers a variable payment structure that follows movements in
market interest rates. Trackeprate mottgages charge a fixed percentage above the Bank of England’s base
rate (primarily determined by the,LTV Ratio of the relevant mortgage) for an initial set period, typically two
years, after which, aswithiMetro Bank’s fixed rate mortgages, the rate reverts to Metro Bank’s standard
variable rate:

Metro Bank offers repaymient and interest-only residential mortgages. Customers with repayment mortgages
pay off both interestl and capital, usually through monthly payments, while customers with interest-only
mortgages (which are typically limited to loans with a maximum LTV Ratio of 70%) pay off interest only
each monthylag€ommon with other residential mortgage lenders in the UK, Metro Bank imposes early
repayment charges on certain of its residential mortgage products.

In the periods under review, Metro Bank has had very low levels of arrears in its mortgage portfolio. As of
31 December 2015, Metro Bank had £2.1 million in impaired (90 days+ past due) mortgages.

The Directors believe that Metro Bank also possesses a market-leading mortgage customer retention
proposition. Metro Bank’s mortgage retention portal, launched in September 2015, is designed to allow
intermediary brokers and dealers to more quickly and easily help renew their customer’s mortgage with
Metro Bank. Metro Bank allows customers to change mortgage plans up to three months before the expiry
of their mortgage without any early repayment charges, and by leveraging its technical capabilities, Metro
Bank typically is able to facilitate mortgage renewals in less than 30 minutes by customers on its online
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portal. The Directors also believe that its mortgage renewal fees are significantly lower than those of most of
its competitors.

Mortgage distribution

Metro Bank self-originates a significant proportion of its residential mortgages, having directly originated
over 20% of residential mortgages organically acquired in 2015. The Directors believe that Metro Bank’s
ability to self-originate a proportion of its residential mortgage portfolio reflects the success of Metro Bank’s
efforts to develop close relationships with its customers and to provide them with a level of service and
responsive product offerings that encourage them to obtain their mortgages through Metro Bank. As Metro
Bank grows its direct mortgage network, the Directors believe it will also grow its direct mortgage
fulfilment capabilities.

Metro Bank has also grown its residential mortgage portfolio by establishing relationships witha,wide range
of specialist mortgage intermediaries. Having significantly expanded its intermediary network acress,the UK
in 2014 and 2015, this model is designed to meet the needs of its customers and providg/Metso Bank'with a
scalable platform for future growth.

Unsecured lending

Metro Bank offers a range of unsecured lending products to Personal Bamking customers, including
unsecured loans, credit cards, overdrafts and professional studies loans. Metto Bank is developing a best-in-
class loan application process both online and in-store, and the Divectors belicye that Metro Bank’s customer
relationship-focused lending strategy, supported by its automatedbunderwmiting credit assessment processes,
can help it to significantly grow its unsecured loan pertfoliofinthe short to medium term.

Because of the increased risk of loss for Metro Bankfomyunsecured lending compared to mortgage lending
(due to the fact that Metro Bank holds ng, security that can be’ enforced if a customer defaults on the loan),
interest rates on Metro Bank’s unsecuredilending areiypically higher than those on mortgage products.

Credit cards: Metro Bank offers Metro/Bank=branded contactless MasterCard credit cards for Personal
Banking customers that provide freescard transagtions in Europe and no annual fee. As of 31 December
2015, Metro Bank had approximately 13,2400pen retail credit card accounts, and Metro Bank’s retail credit
card portfolio had receivables,of £6 million.

Unsecured loans: Metro Bank offers personal unsecured loans to Personal Banking customers that may be
used for a variety of p€asons such jas home improvements, vehicle purchases or consolidating existing debt.
Metro Bank/endeavours to ensure that its personal unsecured loans are easy to arrange and customers in
most cages can receive theismoney on the same day that they request it. As of 31 December 2015, Metro
Bank’s unsecured retail lending portfolio was £15 million.

In May 2015, demonistrating Metro Bank’s willingness to consider and enter into non-traditional partnership
models in‘thefbanking market, Metro Bank began a partnership with the UK peer-to-peer loan platform Zopa
to lend to customers through their platform (with Metro Bank extending credit to borrowers only if the
proposed loan is within Metro Bank’s credit risk appetite). Peer-to-peer platforms are digital sites that match
lenders to borrowers directly, typically in a more efficient way than traditional banking and with lower fees.
Loan sizes range from £1,000 to £25,000, with an average size of £8,000. Borrowers typically use the loan
to finance a car purchase, for home improvement, or to consolidate existing debts. As of 31 December 2015,
Metro Bank had £28.9 million in outstanding loans on Zopa’s platform.

Overdrafts: Metro Bank offers overdrafts to its Personal Banking customers. Overdrafts occur when a
customer pays or withdraws money from their current account in excess of their credit balance. As of 31
December 2015, Metro Bank’s retail overdraft receivables were £7 million.
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Professional studies loans: Metro Bank’s professional studies loan, currently available only to students at the
University of Law in London, are designed to help students fund their course and living expenses. The loan
can be repaid over a five-year period, with the borrower beginning repayment six months after the
completion of studies. As of 31 December 2015, Metro Bank’s professional studies loan portfolio was £18
million.

Safe deposit boxes

All of Metro Bank’s stores offer safe deposit boxes for a monthly or annual fee, with a typical store having
1,400 boxes available. Safe deposit boxes are offered in a variety of sizes and price ranges and allow
customers to store documents or valuables in a secure environment, with unlimited access available during
store opening hours seven days a week, 362 days a year. As of 31 December 2015, 46% of Metro Bank’s
safe deposit boxes were utilised. For the more established stores more than 12 months gld;, 60% of safe
deposit boxes were utilised as of the same date. The Directors believe that safe deposit boxes can,transform
the economics of its stores, particularly in the more established stores, where safe deposit box utilisation
rates are typically high. Metro Bank covers a significant proportion of its store operafing;costs ,from safe
deposit box income (an average of 80% of rental costs in stores in operation for at least’12 months, prior to
any income from lending or account-related activities). In 2015, fee income frgmysafe deposit boxes was
£5.3 million, which was equivalent to 45% of Metro Bank’s total rents from it§ opened Stores.

Private Banking

Metro Bank’s Private Banking business line offers traditional banking and lending to high net worth clients,
providing them with the same range of simple banking products, butisupported by a bespoke service model
and unlimited free access to a dedicated private banker/Becgause Metro Bank does not offer wealth
management or investment advice, it is able tglpartneri\with a /broad range of investment managers,
accountants and advisers who view Metro Bank as @& complémentary, rather than competitive, service
provider, and who are, therefore, a significant sourée of referrals.

Although Metro Bank does not employ formal critesiagin accepting Private Banking clients, customers
typically have salaries of at least £250,000 or‘deposits and/or lending in excess of £1.5 million. As of 31
December 2015, Metro Bank’s Privatg'Banking clients represented £303 million, or 5.94%, of Metro Bank’s
deposits and £468 million, or 13.21%, of 1ts leans.

Metro Bank does not providgywealth'on investment management services to its Private Banking clients and
instead offers them a range ‘of‘banking/products and services, with an emphasis on flexibility and speed of
delivery. In particulag®Mette Bank provides bespoke lending products to meet the special needs and
circumstances, of its/Private Banking clients. Metro Bank employs sector specialists who provide tailored
banking solutions foripivatesclients with significant commercial interests, sports and entertainment figures,
entrepreneurs, high net worth families and professionals and senior executives. Metro Bank continues to
plan t@ invest in additional sectors teams in the short-term. These sector specialists work to take into account
individualyfactorsgSuch as cash flow considerations, professional needs and personal timing constraints to
craft individual banking solutions for clients. For example, leveraging Metro Bank’s manual underwriting
functions, sector specialists are able to analyse and understand the irregular income streams of certain
customers, such as sports and entertainment stars, to structure lending solutions responsive to, and
appropriate for, their financial situations.

In addition, Metro Bank’s Private Banking clients are given access to personal account advisers, enhanced
deposit rates, free card transactions in Europe and flexible overdraft terms. Private Banking clients are also
offered accounts in Euro and U.S. dollars (in addition to GBP), as well as access to jumbo mortgage loans.
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Commercial Segment

Metro Bank’s Commercial Segment includes its Commercial Banking, Business Banking and Partnership
Banking business lines.

Metro Bank’s Commercial Banking customers typically fall into one of a number of sectors, including not-
for-profits, local authorities, social housing organisations, hotels and leisure companies, franchises and
healthcare companies, each of which are individually handled by sector specialists within the bank. Metro
Bank offers these customers a wide range of commercial and mortgage lending products, as well as savings
and deposits solutions.

Metro Bank’s Business Banking customers are varied, but are typically SMEs based in London and the
South East of England with a typical turnover of up to £5 million. From business current accounts,
overdrafts, card payment solutions and cash management services to expansion funding andlending, Metro
Bank aims to help its SME customers at all stages of a business’ development, providing them With a local
business manager with expertise and familiarity with their business. In addition, Metro Bank has pattiered
with Acceptcards, the UK's leading independent brokers in merchant serviges, to (proyide \Commercial
Segment customers access to innovative card payment technology.

Similar to its retail offering, Metro Bank emphasises customer care in|sefvicingits _Business Banking
customers’ current and deposit needs. Metro Bank is typically able to open‘a cubtent or/deposit account for a
new-to-bank Business Banking customer in less than an hour (whichgfh@yDirectofS believe is significantly
faster than that offered by Metro Bank’s main competitors), an for BCAsy allocates a local business
manager or relationship team (depending on the size of the customen) dedicated to meeting the account
holder’s broader business needs.

The Directors believe that because of its own entrepreneutial_development and corporate culture, Metro
Bank is a particularly attractive banking partner fof start=up and technology growth companies that seek a
professional and trusted bank with a mi@dern, results-oriemted approach to service and speedy account
opening.

Metro Bank’s Partnership Banking 1S the bank’s psoposition for financial services intermediaries such as
financial advisers, wealth managers, “disetétionary fund managers and pension companies, providing these
entities with a range of servicesfiificludingjportfolio lending, partner loans and specialist pension deposit
solutions, which the Directorgibelievetisia key underserved market.

In February 2015, MetregBank announced a partnership with Xero, an online accounting software specialist.
Xero’s software proyides business customers with the ability to streamline their accounting and banking
processes,ofiline. Through its partnership, Metro Bank’s Business Banking customers using Xero are able to
importfand categorise their bank statements automatically, saving time by making manual uploads and
downloads unnecessary. Metro Bank also announced a partnership with KPMG in September 2015. Metro
Bank’s eustomers Jave access to KPMG’s new Small Business Accounting offering which provides
unlimited“acéess to a dedicated KPMG accountant which can reduce time spent by business owners on
administration. The partnership builds on both KPMG Small Business Accounting’s and Metro Bank’s
existing partnership with Xero.

Deposit accounts

Commercial Segment customers offer Metro Bank the opportunity to obtain large-scale deposit funding, and
the Directors believe that commercial deposit accounts are an underserved segment of the UK banking
market, and as a result are a particular area of potential growth for Metro Bank.

Current accounts are available in GBP, Euro and U.S. dollar denominations for commercial customers.
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Metro Bank offers a broad range of deposit accounts for Commercial Banking customers, including fixed
term and variable savings accounts, as well as a variety of specialised deposit accounts. For example, Metro
Bank offers money market accounts, which require a minimum deposit of £50,000 and provide interest that
varies daily (and is paid either daily, weekly, monthly, quarterly, yearly or at maturity) for terms between one
month and five years. Metro Bank also offers “100 Day Notice” accounts, which require a minimum £5,000
deposit, and which allow Commercial Banking customers to earn higher interest rates by committing their
money for 100 or more days.

For Commercial Banking customers holding significant amounts of client monies, Metro Bank offers
“flexible bonds”, fixed term deposits typically used by customers to hold client monies. These accounts,
which require a minimum of £500,000 deposit, do not allow partial withdrawal, and offer fixed interest rates
for either six-month, nine-month or one-year terms. For more flexible withdrawal needs fgg client monies,
Metro Bank offers premium deposit accounts, which offer a single master holding account with;sub-accounts
for each customer client.

Lending
Metro Bank provides a variety of lending options for Commercial Banking customess.

When creating lending solutions for Commercial Banking customers, Metro,Bank provides each borrower
with a dedicated local business manager familiar with the customer’s business, as well as efficient, manual
underwriting of loan applications. Commercial Banking customers Haveiaccess to Metro Bank’s business
loans, which can be obtained in amounts greater than £25,000 and Arétypicallyfepayable in one to 15 years.
These business loans, which also can be secured or unsecuredspare ayailable with fixed interest rates for
periods of up to seven years and with tracker rates for 10ngetr tefims/ Metro Bank utilises its customer-
focused “Credit Partner Model” for commercial underwriting;as well as to help ensure that, where possible,
both an underwriter and relationship manager haye”metythe applicant prior to the granting of a loan. In
addition, Metro Bank provides Commercial Banking lending'predominantly on a secured basis, and it is the
general policy that personal guarantegs‘are requiredfor,cemmercial loans. Metro Bank also offers overdrafts
to Commercial Banking customers, Wwithy interest rates set on a customer-by-customer basis. In addition,
Commercial Banking customers can ageess Metro ‘Bank’s mortgage products, including its “portfolio buy-to-
let” offering, which allows customers to berrow-against a portfolio of typically six to 25 properties up to an
aggregate LTV Ratio of 75%.

In addition to the business ‘loams, typically offered to Commercial Banking customers, Metro Bank offers
Business Banking custémers) ‘small"business loans”, which are made in amounts from £2,000 to £25,000,
have fixed interest rates, can'be both secured and unsecured and are typically offered for a term of one to
five years’

In addition, Metro Bank offers Metro Bank-branded business MasterCard contactless credit cards for
Busingss, Banking gustomers. These credit cards carry the same interest rates as those offered to retail
customets, andgsimilarly offer free card transactions in Europe and no annual fee.

Asset finance and invoice finance

In 2013, Metro Bank acquired SME Invoice Finance and its subsidiaries, which specialises in invoice
discounting and factoring and asset finance. Through the acquisition of this company, which has been
rebranded as Metro Bank Invoice and Asset Finance, Metro Bank broadened its offering to Business
Banking customers with a focus on the manufacturing, wholesale and transport and distribution markets.
Since their acquisition, these portfolios have grown from £53 million to £123 million as of 31 December
2015.

Asset Finance: Through Metro Bank Invoice and Asset Finance, Metro Bank offers financing to fund
purchases of certain assets such as plant, machinery and vehicles. Asset finance allows a Business Banking
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customer to enjoy the immediate use of purchased assets while spreading the cost of the purchase, helping
customers improve their working capital and preserve existing lines of credit.

Metro Bank requires its Business Banking customers to make a down payment, typically 10% of the
purchase price of the asset, and provides financing for the remaining cost over a term of up to five years,
depending upon the nature of the asset. Metro Bank offers a mix of hire purchase and finance lease products
for both new and used assets, taking security interests in the financed asset. Metro Bank typically seeks an
independent expert valuation before determining the amount that it will finance. For Business Banking
customers that already own unencumbered plant and machinery, Metro Bank offers borrowings of up to 75%
of the asset’s value.

Invoice finance: Through Metro Bank Invoice and Asset Finance, Metro Bank offers Business Banking
customers the ability to lend against outstanding invoices issued by the borrower to its“customer, both
through factoring and invoice discounting. Under factoring arrangements, which are typicallyheffered to
smaller businesses without a dedicated sales ledger management function, Metro Bamk will ‘typically
advance up to 85% of the value of approved invoices, with Metro Bank’s creditfcontralyteant taking
responsibility for the collection of the borrower’s outstanding invoices.” Under “inyoice “discounting
arrangements, which are typically offered to larger businesses with an_effectivehaccounts management
function, Metro Bank will typically advance up to 85% of the borrower’s puitstanding sales ledger, and the
borrower remains responsible for collecting outstanding debt from its customers,

Invoice and asset financing have well-established broker-led markets in the®UK, and Metro Bank works with
a wide range of intermediaries in both of these businesses. In<the year ended 31 December 2015,
intermediaries originated 34.2% and 73.3%, respectively, of Metro Bank’s business in these areas, with
remaining business coming from its own internal channels.

In addition, Metro Bank is considering opportuniti€s tohincrease cross-sales solutions between asset and
invoice finance, as well as private bankinggsolutions.

Partnership Banking

Through its Partnership Banking, one 6f Metro ‘Bark’s fastest-growing business lines, Metro Bank offers
specialist banking products for the finameial setvices intermediary market, including portfolio lending,
partner loans and specialist pefsion, deposit solutions. Metro Bank has a broad network of partnership
relationships, including with®leading“Companies such as St. James’s Place, Standard Life, Flemings and
Quilter Cheviot.

Through its Partnership Banking ‘business line, Metro Bank accepts specialist cash deposits from pension
providersgand provides Small Self-Administered Scheme (“SSAS”) deposit solutions (typically instant
accessfand deposit accounts), as well as customer portfolio lending to various wealth managers. The
dedicated pension administration team at Metro Bank, which in recent years has gained customers such as
WestetbyTrustee S¢rvices and Rowanmoor Trustees Limited, comprises experienced banking administrators
with expertis€¥in the administration of cash deposits from pension providers and SSAS accounts. The
Directors believe that funds held on behalf of pension trustee advisers are characteristically a stable source
of funding, and as of 31 December 2015, these funds represented £566 million of Metro Bank’s deposits.

Metro Bank also works closely with a range of partners who specialise in company formation, providing it
with early access to offer these newly-established companies with business current accounts. Metro Bank
also has developed a growing niche in client monies holding accounts for solicitors and other professional
services organisations.

Money Management Account

Within Partnership Banking, Metro Bank offers MMAs, which combine current accounts with overdrafts
secured against customers’ investment portfolios held by their asset management partners, allowing its
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customers to borrow money against their investments. Available primarily to customers through Metro
Bank’s Partnership Banking business line (in partnership with asset managers St. James's Place, Quilter
Cheviot and Killik & Co), as of 31 December 2015, Metro Bank held a total MMA lending balance of £42.7
million. In April 2015, Metro Bank launched a co-branded MMA with St. James’s Place, and it also provides
loans for St. James’s Place partners.

Information technology

Metro Bank benefits from a relatively new IT infrastructure comprising industry-standard systems that are
configured to meet Metro Bank’s requirements, providing Metro Bank with a flexible, reliable and secure
platform. The Directors believe that this infrastructure is scalable such that it can expand to support future
growth with moderate ongoing investment, and the Directors expect to continue to i

technology.

Metro Bank’s IT infrastructure is crucial to the bank’s customer proposition, particularly
new customer accounts quickly and seamlessly while simultaneously perf(‘ning
checks on applicants. Metro Bank has an in-house IT team of approximately 98 c

for CRM and Marketing (Dynamics), Management Information (Power
(Yammer).

Metro Bank’s IT systems are hosted in two state-of-the-art dat
independently run all systems with zero degradation to servic
Innovative architectural design principals have guided th

performant infrastructure that seamlessly scales i wi growth. Wherever possible. business

critical systems run continuously out of both data ¢ at e time (live/live) to achieve the lowest

possible recover times.

Metro Bank has carefully invested i
Metro Bank’s scalable SaaS IT mod
customer accounts, with only margin;

tegl ologies to support business growth. In addition,
cost-effective growth by allowing it to service additional

databases and enterprise class |
Data Store and Data Wareh abilities. Metro Bank continues to invest in IT security, customer
relationship management,
addition, Metro Bank further investments in its customer-facing digital channels to support

the growing use of tablet devices by consumers.
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Competition

The table below sets forth a comparison of the product offerings of Metro Bank and certain of its
competitors as of November 2015:

Residential Business
Mortgages:  Residential Credit/
Asset Invoice Owner Mortgages: Commercial  Personal Secured Credit Car Current Term
Finance Finance Occupied Buy to Let Mortgages Loans Lending Cards Finance Accounts Deposits

TSBoiiieeeeee X X X X X X
Clydesdale..................... X X X X X X X X X X
Virgin Money................ X X X X X X
Metro Bank................... X X X X X X X X X X
OSB ..o X X X X X
Paragon.........cccccevvenns X X X X X X X
Aldermore.........cccceuee X X X X X X
Close Brothers............... X X X X X
Shawbrook... X X X X X . X
Secure Trust.........cco.e... X X X X X X
S&U..oviiiiiec X
Provident Financial ....... X X X
Intellectual property

0 Bank’s brand. Metro Bank has
not hold the trademark for the “Metro

The Metro Bank trade name, logo and website are key el
acquired the trademark “Metrobank™ and its logo jnthe UK
Bank” name.

Insurance

The principal risks covered by ank’s_insurance policies relate to property damage, business
interruption, employers and public li
banking industry Metro Bank. Ban

not had any material insurange/clai 0

nd certain other claims consistent with customary practice in the
chases its insurance through well-known providers and has
as it suffered any material loss following any uninsured claim,
in the last three years.

Colleagues

As of
Bank

December 2015,"Metro Bank had 2,025 colleagues, approximately 50% of whom worked in Metro

res and apprpximately 10% of whom worked in Metro Bank customer contact centres.

There are no governmental, legal or arbitration proceedings (including proceedings that are pending or
threatened of which Metro Bank is aware) during the 12 months preceding the date of this Private Placement
Memorandum which may have, or have had, a significant effect on Metro Bank’s financial position or
profitability.
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PART V:
DIRECTORS, SENIOR MANAGEMENT AND CORPORATE GOVERNANCE

Directors

The following table lists the names, positions and ages of the Directors:

Name Age Position Date appointed
Vernon W. Hill, II 70 Chairman 18 August 2008
Craig Donaldson 44 Chief Executive Officer 5 March 2010
Michael Brierley 57 Chief Financial Officer 5 March'2010
Alastair (Ben) Gunn 65 Senior Independent Director 5 201
Stuart Bernau 64 Non-Executive Director @ 5

Keith Carby 69 Non-Executive Director Mareh 2010
Lord Howard Flight 67 Non-Executive Director 5 March 2010
Eugene Lockhart 66 5 March 2010
Roger Farah 63 1 February 2014
Sir Michael Snyder 65 22 September 2015
Directors

Vernon W, Hill, II — Chairman

Mr Hill was the founder and Chairma 34 years(now retired) of Commerce Bancorp, Inc. (NYSE:CBH),
which began as a start-up bank in 19 in 2007 was sold to The Toronto-Dominion Bank for

Michael Brierley — Chief Financial Officer
Mr Brierley joined Metro Bank in April 2009 and is responsible for Metro Bank’s Finance, Treasury, Legal,

Procurement and Company Secretarial functions. Mr Brierley is a Fellow of the Institute of Chartered
Accountants, having qualified in 1984 while working for Ernst & Young. Immediately prior to joining Metro
Bank in 2009, Mr Brierley was Director, Business Risk at Barclaycard. Prior to this role, Mr Brierley
undertook various senior finance and risk roles in Capital One Bank (Europe) plc between 1999 and 2006,
including being Chief Financial Officer UK & Europe (2000 to 2002) and Chief Risk Officer (2002 to
2006). Mr Brierley has also acted as Chief Financial Officer for Royal Trust Bank, a retail and commercial
bank, Financial Controller at Industrial Bank of Japan and Chief Financial Officer of Gentra Limited, a
vehicle created to purchase and manage residential and commercial property related debt.
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Alastair (Ben) Gunn — Senior Independent Director

Mr Gunn was Chief Executive and, more recently, Chairman of Friends Provident Life and Pensions Ltd and
a director of Friends Provident plc, a FTSE 100 company. In his role as Group Executive Director, he was
responsible for all aspects of the Friends Provident group’s life and pensions activities worldwide, covering
some 3,800 of the Friends Provident group’s c. 4,300 staff. More recently he was the Senior Independent
Director at Aviva UK and chair of the audit committee at Avelo.

Stuart Bernau — Non-Executive Director

Mr Bernau has worked in financial services for 42 years, including 13 years as a main board director of
Nationwide Building Society, during which time he had responsibility for retail operations, commercial
lending, treasury and marketing. He served as chair and CEO of Chelsea Building Society and has chaired
the Council of Mortgage Lenders and the Financial Services Sector Skills Council.

He has served on the Metro Bank Board since 2010 and is the chair of the Audit Committee and‘@member
of the Risk Committee.

Keith Carby — Non-Executive Director

Mr Carby is CEO of the Caerus Capital Group Ltd and Non-Executive Chairmah of Eoster Denovo plc. He
was joint founder and managing director of J. Rothschild Assurance (now $t, James’s Place plc.). Mr Carby
was also joint founder of the Financial Services Forum and was a founding‘trustee of the 9/11 London
Project.

Lord Howard Flight — Non-Executive Director

Lord Flight was Conservative MP for Arundel andgSouth Dowfis, West/Sussex, from 1997 to 2005, during
which time he held several Shadow posts, includinghShadow Chief Secretary to the Treasury and was a
member of the Shadow Cabinet from 2002 to 2004 Cord Flight was appointed to the House of Lords in
January 2011. He was joint founder andgmanaging director 6f Guinness Flight Global Asset Management.
He is chairman of Arden Partners plgfand ofdFlight @nd.Partners, a director of Investec Asset Management
Limited and Commissioner of the Guernsey Financial Services Commission. Lord Flight also has a number
of other non-executive board appointments, both in'the UK and overseas.

Eugene Lockhart — Non-Execiitive Director

Mr Lockhart is a special adviser to Generdl Atlantic, a leading global growth investment firm. Mr Lockhart
is also chairman and managing general’partner of MissionOG LLC, an early stage, growth equity investment
firm which specialisg§ in myesting in hyper-growth, technology-oriented companies serving the financial
services sectom, He served as president and CEO of MasterCard Worldwide, where he led its transition to a
for-profit enterprise. Subseqtiently, he worked as president of the Global Retail Bank at Bank of America,
leading all of the bank's retail and commercial banking businesses globally until its sale to NationsBank.
Prior tosthose experiences, Mr Lockhart was the CEO of Midland Bank UK and Chairman of First Direct
and Thomas, Coek: Over the last 15 years, Mr Lockhart has also been a successful private investor and
adviser to several private equity firms. Mr Lockhart has served on many public company boards, including
First Republic Bank, RJR/Nabisco, Huron Consulting, Cognizant, IMS Health and RadioShack.

Roger Farah — Non-Executive Director

Mr Farah is the co-CEO of Tory Burch. Mr Farah is the former Executive Vice Chairman of Ralph Lauren
Corporation, having served in that position from November 2013 to May 2014. He previously served as
Ralph Lauren Corporation’s president and chief operating officer and as a member of its board of directors
from April 2000 to October 2013. From 1994 to 2000, Mr Farah was chairman of the board and CEO of
Footlocker Inc. Prior to that, he served as president and chief operating officer of Macy’s Inc, chairman and
CEO of Federated Merchandising Services and Chairman and CEO of Rich’s Department Stores, and has
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also held executive positions at Saks Fifth Avenue. Mr Farah is on the board of directors of Aetna, Inc, and
the Progressive Corporation.

Sir Michael Snyder — Non-Executive Director

Sir Michael has led Kingston Smith for the past 36 years as managing partner, and since 1990, also as senior
partner. Over the past year, Sir Michael has primarily focused on the externally-facing role of the Senior
Partner. During Sir Michael’s tenure, the firm has grown from seven partners to 64, increased its headcount
to more than 500 and reached a turnover that exceeds £43 million. He helped establish the National Business
Angels Network and acted as its chairman between 1999 and 2002 and sat on the Small Business Council
and Small Business Investment Taskforce. He is the current chairman of GLE Loan Finance Ltd, an
alternative source of finance for growing small businesses based in the capital. Sir Michael is the chairman

of the Association of Practising Accountants and is co-chairman of the Government’s Pro al Business

Services Council. Sir Michael is an elected member of the City of London Corporation since and was
Chairman of Policy and Resources, effectively the leader, between 2003 and 2008. In 20 ir M1

knighted for his services to business and to the City of London.

was

Senior Management Team

Metro Bank’s current senior management, in addition to the Executive Dire listed e, is as follows:

Name Age

Aileen Gillan 47 Chigf Risk Officer

Aisling Kane 47 hief Operating Officer
Paul Riseborough 37 Chief Commercial Officer
Danielle Harmer 48 Chief People Officer

lain Kirkpatrick MD - Retail Banking

lan Walters MD - Business Banking
Mark Stokes 53 MD — Commercial Banking
Chit Ghee Yeoh Head of Internal Audit

Metro Bank from Lloyds Banking Group plc, where most recently she was Chief Risk Officer for the Asset

Finance businesses. Prior to that, she was accountable for the management of risk and compliance across a
range of businesses in major financial institutions.

Aisling Kane — Chief Operating Officer

At Metro Bank, Ms Kane is responsible for everything that underpins the smooth running of the bank. This
includes its 24/7 Contact Centre, IT, banking and lending operations, as well as facilities and property
management. Trained as a chartered accountant with KPMG, Ms Kane has worked in the banking industry
for more than 16 years. Ms Kane joined Metro Bank as the ninth colleague in December 2009 to help build
the bank, which has given her a deep appreciation for working with like-minded people with a shared vision
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for success. Before joining Metro Bank, she held the role of Director of UK Operations for Anglo Irish Bank
plc.

Paul Riseborough — Chief Commercial Officer

Mr Riseborough joined Metro Bank in December 2011 and is responsible for Metro Bank’s retail, business
and commercial products, Digital proposition, Change programme and Communications Team. He also runs
Metro Bank’s Customer insights programme. Prior to joining Metro Bank, Mr Riseborough held various
roles at Lloyds Banking Group plc and HBOS plc, including Head of Strategy and Planning, Head of
Acquisition and Head of Channel Planning in the banking products area of each business. He was also
Business Manager to the Chairman of HBOS plc and Pearson plc. Mr Riseborough started his career in
consultancy, working for the global policy and economics consultancy Oxford Analytica and management
consultancy PA Consulting Group. He was educated at Nottingham, Oxford and Warwick Universities and is
a Member of the Chartered Institute of Bankers in Scotland.

Danielle Harmer — Chief People Officer

Ms Harmer is responsible for all aspects of looking after Metro Bank’s people and enabling its“culture and
values. A Chartered member of the Chartered Institute of Personnel and Development (CIPD), Ms Harmer
has worked in retail banking for over 20 years both in business leadership aid human reSources roles. She
joined the Halifax Building Society in 1992, which then merged with Bank of Seoetlanid to become HBOS plc
and latterly was acquired by Lloyds Banking Group plc. Her roles ranged fiom New Business Manager and
Regional Director to HR Director for the Lloyds TSB, Halifax /and Bank<@f Scotland branch networks.
Before joining Metro Bank, she was responsible for human reseusces in the,Corporate Functions in Barclays
plc Retail and Business Banking. Ms Harmer has a,degree in E€onomics and Business Economics from the
University of Southampton and is also a Court Membei, for the Guild of HR Professionals.

Iain Kirkpatrick — MD — Retail Banking

Mr Kirkpatrick joined Metro Bank in August2015,'With th€ responsibility for ensuring that the stores deliver
an experience attracting FANS not customers."He, is a leading advocate of community banking and aims to
ensure that every Metro Bank store ighyat the heart of its local area. Prior to joining Metro Bank, Mr
Kirkpatrick led UK Private Banking at Cleyds Banking Group plc. He has held a number of senior roles,
including Retail and Mortgage Director for Eloyds TSB Scotland and the running of retail branch networks
for Lloyds and Halifax in Lofidon and the”South East. He is a Fellow of the Chartered Institute of Bankers in
Scotland.

lan Walters s MD —[Business Banking

Mr Walfers is responsiblésfér growing Metro Bank as a trusted adviser and lender to small businesses with
additional responsibility for Partnerships, Private Banking, Asset Finance and Invoice Finance. Mr Walters
joined Metro Bank in August 2015 with a strong background in business and commercial banking. He was
recently“Managifig Director of Business Banking for RBS plc and NatWest, supporting several thousand
relationship managers. He was previously responsible for Specialised Relationship Management across
Business and Commercial Banking for RBS plc and NatWest.

Mark Stokes — MD —Commercial Banking

Mark joined Metro Bank in January 2016 and will oversee the bank’s rapidly expanding commercial activity
and champion small and medium-sized enterprises, which receive close to half of the bank’s total lending.
Mark has over 25 years of experience at Lloyds Banking Group where he held a number of senior positions,
including managing director of its commercial banking division. Most recently, he led Williams & Glyn’s
corporate business banking unit.
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Chit Ghee Yeoh — Head of Internal Audit

Ms Yeoh joined Metro Bank as Director of Internal Audit in March 2014. Before that, she led internal audit
services for banks and securities houses at Deloitte. In that role, she has acted as interim Head of Audit at
various banks, performed External Quality Assurance reviews for numerous financial institutions from
global financial institutions to foreign banks operating in the UK, and led the relationships with banks for
co-sourced and out-sourced internal audits. In addition to internal audit and other assurance projects, Chit
Ghee has led various investigative projects supporting expert witness statements. The nature of this work
included analysing documents, following cash and asset trails, working with criminal law enforcers and
lawyers and preparing reports suitable for use in courts of law.

Corporate governance

UK Corporate Governance Code

The Board is committed to the highest standards of corporate governance. The Board complies andintends
to continue to comply with the requirements of the UK Corporate Governance Code! ThetGompany will
report to its Shareholders on its compliance with the UK Corporate Governance Code in agcordance with the
Listing Rules.

As envisaged by the UK Corporate Governance Code, the Board has established anjAudit Committee, a
Nomination Committee and a Remuneration Committee. In addition, thesBoardihas’also established a Risk
Oversight Committee. If the need should arise, the Board may set up,additional committees as appropriate.

The UK Corporate Governance Code recommends that at leastghalf the, board of directors of a UK-listed
company, excluding the chairman, should comprisg non-ex€cutive directors determined by the Board to be
independent in character and judgement and free/from, relationships or circumstances which may affect, or
could appear to affect, the director’s judgement. As,0f the,datc of this Private Placement Memorandum, the
Board consists of seven Non-Executive Disectors. ([The Company regards each of these seven Non-Executive
Directors as “independent non-executive’ dicectors? within' the meaning of the UK Corporate Governance
Code and free from any business ot other Telationship that could materially interfere with the exercise of
their independent judgement.

The UK Corporate Governance Gode recommiends that the board of directors of a company with a premium
listing on the Official List ofythe FCAxshould appoint one of the Non-Executive Directors to be the Senior
Independent Director to provideya sounding board for the Chairman and to serve as an intermediary for the
other Directors when ne€essary. Theé”Senior Independent Director should be available to shareholders if they
have concerns whichficontact through the normal channels of the CEO has failed to resolve or for which such
contact ig/finappropriatéyAlastair (Ben) Gunn has been appointed Senior Independent Director.

The UK Corporate Governance Code further recommends that directors should be subject to annual re-
electionyThe Company intends to comply with these recommendations.

Audit Committee

The Audit Committee’s role is to assist the Board with the discharge of its responsibilities in relation to
financial reporting, including reviewing Metro Bank’s annual and half-year financial statements and
accounting policies, internal and external audits and controls, reviewing and monitoring the scope of the
annual audit and the extent of the non-audit work undertaken by external auditors, advising on the
appointment of external auditors and reviewing the effectiveness of the internal audit, audit controls,
whistleblowing and fraud systems in place within Metro Bank. The Audit Committee will meet normally not
less than four times a year.

In compliance with the requirements of the UK Corporate Governance Code, the Audit Committee is made
up of three members who are each independent Non-Executive Directors and includes one member with
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recent and relevant financial experience. The Audit Committee is chaired by Stuart Bernau who is
considered by the Board to have recent and relevant financial expertise. The other members of the Audit
Committee are Keith Carby and Eugene Lockhart.

Nomination Committee

The Nomination Committee assists the Board in reviewing the structure, size and composition of the Board.
It is also responsible for reviewing succession plans for the Directors, including the Chairman and CEO and
other senior executives.

The UK Corporate Governance Code recommends that a majority of the members of a nomination
committee should be independent non-executive directors. The Nomination Committee is chaired by Lord
Flight, and its other members are Vernon W. Hill, II, Roger Farah and Keith Carby. Ehe Nomination
Committee will normally meet not less than twice a year.

Remuneration Committee

The Remuneration Committee assists the Board in determining its responsibilities/ imy reldtion to
remuneration, including making recommendations to the Board on the Company’s policy jon executive
remuneration, including setting the over-arching principles, parameters and goyernanee framework of Metro
Bank’s remuneration policy and determining the individual remuneration and benefits paeKage of each of the
Company’s Executive Directors. The Remuneration Committee will also ensure, cdmpliance with the UK
Corporate Governance Code in relation to remuneration.

The UK Corporate Governance Code provides that a remuneration comunittee should comprise at least three
members who are independent Non-Executive Directors (other than the Chairman). The Remuneration
Committee is chaired by Lord Flight, and its gther memb€rs ate Roger Farah and Keith Carby. The
Remuneration Committee will meet normally not less,than twicei@ ycar.

Risk Oversight Committee

The Risk Oversight Committee is regponsible for previding oversight and advice to the Board in relation to
risk management systems, risk appetite! strategy, and exposure, reviewing and approving risk policies,
assessment processes and reporting withimMetro Bank.

The Risk Oversight Committeefis“made up jof four members, all of whom are independent Non-Executive
Directors. The Risk OversighthCommittee’is chaired by Eugene Lockhart, and its other members are Stuart
Bernau, Alastair (Ben) Gunn and Sir Michael Snyder. The Risk Oversight Committee will normally meet not
less than four times azyear.

Share dealing

The GQompany has agopted, with effect from Admission, a code of securities dealings in relation to the
Shares which is based on, and is at least as rigorous as, the model code published in the Listing Rules. The
code adopted will@pply to the Directors and other relevant staff.

Contflicts of interest

A key component of Metro Bank’s strategy is the use of a distinctive branding concept and reflecting this
concept in the design of its stores. Architectural, design and branding services are provided to Metro Bank
by InterArch, Inc. (“InterArch”), a firm which is owned by Shirley Hill, the wife of Vernon W. Hill, II and
which has been tasked by Metro Bank with the creation and implementation of this concept. Metro Bank’s
stores are designed to be highly visible (typically with large glass storefronts and fitted out in Metro Bank’s
recognisable red and blue colours).

In order to ensure that the terms of any arrangements between InterArch and Metro Bank are consistent with
those that could be obtained from an independent third party, the contractual arrangements with InterArch
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are subject to periodic review by the Company’s Audit Committee using annual benchmarking reviews
conducted by authoritative independent third parties. This process has been in place since the inception of
Metro Bank and Metro Bank has disclosed its arrangements with InterArch in its annual report and accounts.

The Audit Committee has concluded that the arrangements with InterArch are on terms which are at least as
beneficial to Metro Bank as those which could be obtained from an independent third party.

Further information on the services provided by InterArch to Metro Bank are set out in paragraph 15
(Related party transactions and other arrangements) of Part XVII: “Additional Information” sets out
information about the arrangements between Metro Bank and InterArch.

Save as disclosed above, there are no potential conflicts of interest between any duties owed by the Directors
or Senior Managers to the Company and their private interests or other duties.

Advisory Board

In June 2015, Metro Bank announced the creation of the Metro Bank Advisory Board ¢ oup
of prominent business people to act as advisers to Metro Bank and play an irn;"tant r ening its
brand and developing its business and reach. The Metro Bank Advisory Board i etro Bank’s
Chairman and CEO; Jamie Reuben, a principal at Reuben Brothers a er at Melbury
Capital; Andrew B. Cohen, co-founder and managing director of Cohen P ; Harrison LeFrak,
vice-chairman of LeFrak Property; John Roddan, founder of JIMS Realty;, Am ia, executive chairman
of Hope Construction Materials and managing partner of Swor stments; Jeff Dishner, senior

management director of Starwood Capital Group; Tom Smith, Precott Investors; Denzyl
ns Boots Alliance; Mark Ricks,

nster City Councillor.

Feigelson, adviser to Apple; Jacopo Pessina, director of M

Wa
President and CEO of Kennedy Wilson; and Rachanbat a West

87



PART VI:
SUPERVISION AND REGULATION

UK Regulatory Bodies

Metro Bank, which is a retail bank operating in the UK, falls under the ambit of UK banking regulators

and regulation.

11

The Prudential Regulation Authority, the Financial Conduct Authority and the
Financial Policy Committee (the “FPC”)

Under the Financial Services Act 2012 (the “FSA 2012”), a range of structural reforms to UK
financial regulatory bodies was implemented, with the Financial Services Authority (for the
purposes of this Part VI: “Supervision and Regulation”, the “FSA”) being replaced ftom 1 April
2013 by the following bodies: (i) the PRA; (ii) the FCA; and (iii) the FPC.

The PRA, a subsidiary of the Bank of England, has respofisibility $or/micre=prudential
regulation of deposit-takers (including banks, building societies and g¢rédit unioms), insurers and
investment firms that have the potential to present significamt’risks tonthe stability of the
financial system and that have been designated for supervision by‘the PRA.

The FCA has responsibility for conduct of business regulation in relation to all authorised firms
and the prudential regulation of firms not regulated by‘the,PRA. The FCA has also inherited the
majority of the FSA’s market regulatory functiofi§) and<it,represents the UK’s interests in
markets regulation at the European Securities and Markets Authority.

Metro Bank is authorised by the PRA andsregulated by'the FCA and the PRA.

The FPC, which is an indep@hdent committeejwithin the Bank of England, is tasked with the
primary objective of identifyinglhmonitoringfand taking action to remove or reduce systemic
risks with a view to progecting and enhancing the resilience of the UK financial system. The
FPC has a secondary objeetive to suppert the economic policy of the UK Government, including
its objectives for growth and employment.

For the purposgs/ of thisy Part VI: “Supervision and Regulation”, the terms “Relevant
Regulator” and “Relevant Regulators” refer, as the context requires, to one or more of the
PRA, the FCA'and/or the FPC.

The PRA s general objective

In discharging its general functions, the PRA’s general objective is promoting the safety and
soundnegs of PRA-authorised firms. The PRA is required to advance this objective primarily by
seeking'to:

. ensure that the business of PRA-authorised firms is carried on in a way which avoids any
adverse effect on the stability of the UK financial system; and

° minimise the adverse effect that the failure of a PRA-authorised firm could be expected
to have on the stability of the UK financial system.

Additionally, the Financial Services (Banking Reform) Act 2013 (the “Banking Reform Act”)
has amended the PRA’s general safety and soundness objective to incorporate certain matters
related to ring-fencing requirements and the bodies subject to them.

When discharging its general functions in a way that advances its objectives, the PRA must, so
far as is reasonably possible, act in a way which, as a secondary objective, facilitates effective
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competition in the markets for services provided by PRA-authorised firms carrying on regulated
activities.

The FCA's objectives

When discharging its general functions of rule-making, preparing and issuing codes under the
Financial Services and Markets Act 2000 (the “FSMA”), giving general guidance or
determining general policy and principles, the FCA must, so far as is reasonably possible, act in
a way which is compatible with its strategic objective of ensuring that relevant markets function
well, and which advances one or more of its operational objectives of:

() securing an appropriate degree of protection for consumers (the consumer protection
objective);

(if)  promoting effective competition in the interests of consumers in financia kets (the
competition objective); and

(iii)  protecting and enhancing the integrity of the UK financial te integrity
objective).

So far as is compatible with its consumer protection and integfity objectives, the FCA must

discharge its general functions in a way which promotes effectiv petition in the interests of

consumers.

1.2  The UK Government
The UK Government has no operational respon, for the"activities of the PRA, the FCA or

are accountable to the UK Parliament and, in
ariety of circumstances when the PRA,
Treasury (as the representative of the UK

icant adverse effect on the safety or soundness of
A, and the FCA must report where there has been a

1.3 rvice (the “FOS”)

ect’of activities and transactions under its jurisdiction. The FOS determines
¢ basis of what, in its opinion, is fair and reasonable in all the circumstances of

which the FOS considers just and appropriate.

UK Regulation
2.1  Overview of UK financial services regulation

2.1.1 Financial Services and Markets Act 2000
The cornerstone of the regulatory regime in the UK is the FSMA, which received Royal
Assent on 14 June 2000 and came into force in 2001. However, the framework for
supervision and regulation of banking and financial services in the UK has been, and
continues to be, heavily influenced by European Union legislation.
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The FSMA prohibits any person from carrying on a “regulated activity” (as defined in
the FSMA) by way of business in the UK, unless that person is authorised or exempt
under the FSMA (the “General Prohibition”). Regulated activities include deposit-
taking, mortgage activities (such as entering into, administering, or advising or arranging
in respect of, regulated mortgage contracts), effecting and carrying out contracts of
insurance, insurance mediation, consumer credit activities and investment activities (such
as dealing in investments as principal or as agent, arranging deals in investments and
advising on or managing investments). The FSMA also prohibits the communication of
an invitation or inducement to engage in investment activity (a “financial promotion”)
in the UK, unless the financial promotion is issued or approved by an authorised firm or
is exempt from such requirements.

The Relevant Regulators are responsible for the authorisation and Ssupervision of
institutions that provide regulated activities in the UK. Metro Bank is authorised by the
PRA and regulated by the FCA and the PRA with permission to undettake, among other
things, deposit-taking and mortgage activities. Authorisedffirms must At allitimes meet
certain “threshold conditions” specified by the FSMA, which wete modified to reflect the
new regulatory structure under the FSA 2012. Dual-regtlated firmghsuch as Metro Bank,
need to meet both the PRA’s threshold conditions and"théyFCA’s threshold conditions.
The FCA threshold conditions applicable to PRA-authorised fiems are, at a high level,
that: (i) the firm is capable of being effectively supemvised; (ii) the firm maintains
appropriate non-financial resources; (iii) the firmitself is fit and proper, having regard to
the FCA’s operational objectives and (i) the firm’s strategy for doing business is
suitable, having regard to the F€A’s operational objectives. At a high level, the PRA
threshold conditions require: (a) ‘afirm'sjhead office and, in particular, its mind and
management to be in the UK if'it is in€erporated in the UK; (b) a firm’s business to be
conducted in a prudent manneryand, in“particular, that the firm maintains appropriate
financial and non-finangialyresourees; (c) the firm itself to be fit and proper, having
regard to the PRAShobjectives and appropriately staffed; and (d) the firm to be capable of
being effectively €upenyised. Related to this, the PRA must formally approve persons
who intend tegbecome ‘éontrollers” of Metro Bank (or who intend to increase their
control overn’Metrg'Bank in a way which results in them falling into a different threshold
of control)‘and must'be kept informed of the persons who are controllers of Metro Bank
ands€losely-linked persons of Metro Bank. A controller of Metro Bank is broadly any
person who, whether acting alone or “acting in concert” holds 10% or more of the shares
of wetingpower in Metro Bank or a parent undertaking of Metro Bank or anyone who
holds shares or voting power in Metro Bank or a parent undertaking of Metro Bank as a
result of which they are able to exercise significant influence over the management of
Metro Bank.

In addition, persons holding certain specified functions within Metro Bank (including
governance functions) require the prior approval of the PRA or the FCA (depending on
the particular function) before they can perform the role. A new Senior Managers Regime
for individuals who are subject to regulatory approval will come into force on 7 March
2016 in the UK. It will require firms to allocate a range of responsibilities to these senior
individuals and to regularly assess their fitness and propriety. In addition, a new
Certification Regime is being introduced under which relevant firms will also be required
to assess the fitness and propriety of certain employees who could pose a risk of
significant harm to the firm or any of its customers.
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The government is proposing to extend the senior managers and certification regime to
all sectors of the financial services industry through the Bank of England and Financial
Services Bill, as outlined in its policy paper of 15 October 2015. The aim of this is to
ensure that the same standards apply in respect of both banking and other financial
services.

Financial services regulatory source materials

The FSMA (as amended by the FSA 2012) imposes an ongoing system of regulation and
control on banks. The detailed rules and guidance made by the FCA under the powers
given to it by the FSMA are contained in the “FCA Handbook” which is based, to a
large degree, on those provisions of the old FSA Handbook relevant for FCA regulated
firms amended as necessary. The PRA has moved away from the l€gacy handbook
material it adopted from the FSA and the detailed rules and guidance madejby it under
the powers given to it by the FSMA (which apply only to PRA authorised firms)lare now
largely contained in the new “PRA Rulebook”, as well as the superyiSory statements and
statements of policy which the PRA issues from time to fime. Many of thesé PRA and
FCA source materials are shaped by European legislation, /though \cestain regulatory
aspects of European legislation are also directly applicablé and s@dapply in addition to,
and must be read with, the FCA and PRA published materials (in particular refer to the
prudential regulatory regime under paragraph 2.2 below).

Once authorised, and in addition to continuigg to meet the threshold conditions (the
minimum standards for becoming and gefaining tauthorised), firms are obliged to
comply with the FCA’s Principles and, if asdual-regulated firm, the PRA’s Fundamental
Rules, which include requirerhentsyto: eonductftheir business with due skill, care and
diligence; treat customers fairlys”and eommunicate with customers in a manner that is
clear, fair and not misi€ading. The eleven Principles and eight Fundamental Rules are set
out in the FCA HafAdbookfand PRAsRulebook respectively.

Other parts of the'F€A Handboeks and PRA Rulebook and other source materials which
are of particular rélevance to Metro Bank include the Senior Management Arrangements,
Systems and4@@ntrols sourcebook, the Consumer Credit sourcebook (or “CONC”), the
Banking @€onductiof Business sourcebook (or “BCOBS”), the Mortgages and Home
Finance:"Conduct of Business sourcebook (or “MCOB”), the Supervision sourcebook (or
“SEUP* and the Dispute Resolution: Complaints sourcebook (or “DISP”) and those
materials which deal with prudential capital, liquidity and the leverage ratio requirements
(seelparagraph 2.2 below).

Supervision
Fach of the PRA and the FCA has wide powers to supervise and, where necessary,

intervene in the affairs of an authorised firm. These powers were extended under the FSA
2012.

The nature and extent of a Relevant Regulator’s supervisory relationship with a firm
depends on how much of a risk the Relevant Regulator considers that firm could pose to
its statutory objectives. The PRA’s supervisory interventions will focus on reducing the
likelihood of a firm failing and on ensuring that it is prepared so that if it does fail, it
does so in an orderly manner. The PRA has introduced the “Proactive Intervention
Framework” to support early identification and response to risks to a firm’s viability (and
enable appropriate supervisory actions to be taken to address such risks if necessary) on
the basis of information collected.
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2.2

The Relevant Regulators will undertake a range of supervisory activities and have a
range of statutory powers they can exercise in their work to promote the safety and
soundness of authorised firms. For instance, they can require authorised firms to provide
particular information or documents to them, require the production of a report by a
“skilled person” (as defined in the glossary to the FCA Handbook and PRA Rulebook),
appointed by either the authorised firm or the Relevant Regulator, or formally investigate
an authorised firm. The PRA, where it will advance any of its objectives, and the FCA,
where it will advance one or more of its operational objectives, have a broad power of
direction over qualifying unregulated parent undertakings.

2.1.4 Enforcement

The Relevant Regulators have the power to take a range of enfor€ement actions,
including the ability to sanction firms and individuals carrying out functionswithin them.
The sanctions may include restrictions on undertaking new business, publie eensure,
restitution, fines and, ultimately, revocation of permission to carry o regulated agtivities
or of an individual’s approval to perform particular roles®within a’figm. Theé Relevant
Regulators can also vary or revoke the permissions of an autherised iz that has not
engaged in regulated activities for twelve months (in cetdin caseghsix months), or that
fails to meet the threshold conditions (see Part II: “Risk Factors™),

2.1.5 Challenging the PRA/FCA

If Metro Bank wanted to challenge enforcementi@r supervisory decisions of the PRA or
FCA made in respect of Metro Banktheir in ‘many cases it could make formal
representations and also bringpa cas€¢ to the \Upper Tribunal (Tax and Chancery
Chamber). The new UK regulatory structune iatfoduced under FSA 2012 made a number
of amendments to the Tribunal’sfrules; Although the grounds for making a reference have
remained unchanged,(he courses of action available to the Tribunal in the event that it
disagrees with thé PRA jox, FCA have been changed. Under the previous system, the
Tribunal had the powér to make jts own decision in place of one made by a regulator
with which it disagreed. Thap'remains the position for a disciplinary reference or a
reference in connection'With/specific third party rights, but the Tribunal no longer has the
power to substituteyits own decision for that of the regulator in any other case and will
instead be‘required fo remit the decision to the Relevant Regulator with a direction to
reconsider.

Capital adequacy, prudential regulation and the European regulatory landscape

Capital adequagy is the concept that a bank should have a certain amount of “regulatory capital”
which is [correlated to the risks associated with the business carried on by it and which provides
a buffey/of value that can, if necessary, absorb losses. This is generally calculated as minimum
ratio”of total capital to risk weighted assets and is expressed as a percentage. Broadly, capital
adequacy regulation started with the Basel Accord, published by the Basel Committee on
Banking Supervision in 1988. This was then implemented throughout the European Union by a
number of EU Directives. Both the Basel Accord and the EU Directives have been amended
over time, as noted below, both in response to general market developments and the financial
crisis of 2007/2008. The regime which now applies is more complex, onerous and encompasses
both capital and liquidity issues, as well as addressing other regulatory matters, such as the
leverage ratio, all as summarised below and which together form part of the prudential
regulatory framework.

Metro Bank is subject to prudential regulation in the UK, where the prudential regulator for
banks is the PRA.
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Recent background

By 2006, the European regulatory capital regime (which was largely implementing the revised
Basel Accord known as Basel II) was set out in the recast Banking Consolidation Directive and
the Capital Adequacy Directive (together the “Capital Requirements Directive” or “CRD”).
The CRD prescribed minimum standards in key areas of mainly capital regulation and required
Member States to give mutual recognition to each other’s standards of regulation. CRD permits
“passporting”, which amounts to the freedom of a credit institution authorised in its “home”
state (as defined in the CRD) to establish branches in, and to provide cross-border services into,
other Member States. Although credit institutions are primarily regulated in their home state by
a local prudential regulator, as suggested above, the CRD prescribed minimum criteria for
regulation of the authorisation of credit institutions and the prudential supervision applicable to
them.

The financial crisis of 2007/2008 highlighted a number of shortcomings in prudential tegulation
generally and resulted in a series changes to the CRD.

At the same time, the Basel Committee was undertaking agmore [fundamental and
comprehensive review of the prudential capital regime which,résulted in“the “Basel III”
proposals largely finalised in 2011. These proposals included imposing: néfeased quality and
quantity requirements for capital generally; new capital buffer requirements; increased capital
requirements for counterparty credit risk for exposuges fom, derivative and certain other
transactions; the introduction of a new leverage ratio, as welljas a new prudential liquidity
regime; and heightened requirements for globalg§ystemically” important banks. The leverage
ratio is, broadly, a ratio of capital against certain uiweighted exposures and is a new prudential
tool designed to prevent excessive leverage. Themewdiquidity regime introduced two liquidity
ratios which a bank must meet: the liguidityacoverage ratio (“LCR”), which addresses short-
term liquidity issues and the Net Stable\FundingRatio (“NSFR”), which requires a bank to have
long-term stable funding#The Bdsel Committee has undertaken further work on certain aspects
of the Basel III proposals and, forlexample, its final rules on NSFR were published on 31
October 2014 and are tos/beeome binding in Basel Committee signatory states by 1 January
2018.

Current regulatdry regimessome key details

The Basel 1L proposals wére largely adopted (subject to certain detailed differences) in Europe
through the Capital Requirements Regulation (“CRR”), which has direct effect, and the Capital
Regquirements Directive (“CRD IV”) which had to be separately implemented by European
Member Statési(together the CRR and CRD IV are also referred to as “CRD IV”). CRD IV now
reflects the Basel III proposals as adopted and a recast version of the pre-existing CRD based
regime to the extent not inconsistent with CRD IV.

The majority of the provisions of CRD IV apply from 1 January 2014, but in some cases are
subject to a phased implementation timetable and in some areas implementation is subject to
further review, reports, delegated regulations, technical standards and guidance. Currently, the
intention is that all aspects of CRD IV will be fully implemented by 1 January 2019. In
particular, the LCR came into effect as a reporting obligation on 1 January 2014 but only
applied as a quantitative test from 1 October 2015 and, subject to a European Commission
report due at the end of 2016 on the implementation of the NSFR, this ratio is expected to be
adopted in some form by 1 January 2018. Similarly, the leverage ratio applies as a reporting
obligation and a decision on whether it should apply as a quantitative test is expected to be taken
in mid-2016 with the test then applying from 1 January 2018 (but see further below in relation
to UK implementation).
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However, it is noted that Member States can:

° implement some aspects of CRD IV which are subject to staggered implementation on an
accelerated or more onerous timetable;

° in some cases, have separate national rules which supplement the CRD IV regime to the
extent not inconsistent with it; and

° avail of some limited discretions in relation to implementation.

The PRA has already used this flexibility in a number of areas relating to capital and liquidity
but has generally not availed of all the discretions available to it. For example, it has taken a
more onerous approach to the implementation of certain capital requirements (as discussed in
PRA Policy Statement PS 7/13) and, with effect from 1 October 2015, implcmented a newly
revised national liquidity regime to sit alongside the LCR (refer to Policy StatemenfyPS 11/15
and Supervisory Statements SS 24/15 and SS 29/15). In particular, the UK sgnational liguidity
regime requires a bank to have sufficient amounts of good quality diquidity resourees to meet its
liabilities as they fall due. This may require more liquidity resourges to b€ held than those
calculated under the LCR. All of these measures apply to Metre Bank.

Current regulatory regime — additional considerations (additional capital, buffers and
stress tests)

The specific detailed technical rules for calculating/capital asiset out in CRD IV (and any
implementing delegated regulations, technical standasds andiguidance) broadly require capital to
be held against risks associated with cgedit risk§ matket risk”and operational risk arising from a
bank’s activities. The PRA considers4hathin some cases$ the rules do not fully capture the risks
involved and other risks not captured by such, rulesare also relevant when determining capital
requirements. Accordingly, (@s requireéd under; CRD IV) national supervisors (in the UK, the
PRA) separately evaluatgfthe aetivitiegjpandgrisk profile, of a bank to determine whether it
should hold higher levelgyof gapital)such additional capital being referred to as Pillar 2 capital.
The PRA has recently published its revised approach to Pillar 2 requirements which apply in full
from 1 January 2016 (refer to'PRA Policy Statement PS 17/15, Supervisory Statements SS31/15
and SS32/15 and it§ Statement of Policy ‘The PRA’s methodology for setting Pillar 2 Capital).
Although part ofithe Pillap2 capital requirement (Pillar 2A) can be met with a blend of
regulatory capital, including Common Equity Tier 1 capital, the subset of Pillar 2 capital known
as Pillar 2B (or‘the PRA buffer), which addresses risks due to the economic environment must
beunet solely with/ Common Equity Tier 1 capital.

CRD 1V jintroduced certain new capital buffer requirements (the implementation of which is, in
some cages, staggered) which have been implemented by the PRA. Failure to meet the CRD IV
buffergrequirements can result in restrictions on the ability to make certain specified
distributions.

In October 2013, the Bank of England released a discussion paper proposing a new framework
for annual, concurrent stress tests of participants in the UK banking system and from 2014
annual stress tests were implemented for the major UK banks and building societies. In October
2015, the Bank of England published its approach to stress testing the UK banking system,
setting out the main features of its stress-testing framework up to 2018. The framework applies
to PRA regulated banks and building societies with total retail deposits greater than £50 billion
(on an individual or consolidated basis) and so does not currently apply to Metro Bank.
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Current regulatory regime — leverage ratio

The PRA took early steps in December 2013 to apply a 3% leverage ratio as a quantitative test
to certain major UK banks and building societies (not including Metro Bank). Though this has
been extended under recently published PRA rules in force from 1 January 2016 to PRA
regulated banks and building societies with individual or consolidated retail deposits equal to or
greater than £50 billion it does not yet apply to Metro Bank. A further review of the issue by the
FPC is scheduled for 2017 with the presumed intention of extending the framework to all PRA
regulated firms, including Metro Bank and in any event the CRR leverage ratio is also expected
to apply as a quantitative test from 1 January 2018.

Current regulatory regime — interpretation and change

CRD 1V is a relatively new piece of European law and its interpretation and scope may change
over time as, among other things, additional delegated regulations, technical standards and
guidance are provided on it by relevant regulatory bodies, including the PRA.and the European
Banking Authority (the “EBA”).Therefore, the impact of CRD IV_on the £alculation)of capital
and liquidity and other prudential requirements may change over time( to /reflect such
developments, which might also affect the way in which the PRA interprets orapplies CRD IV
to UK banks. In addition, it is noted that European legislators fhay implement changes in the
future which would affect CRD IV and a number of proposals are being gonsidered by the Basel
Committee in this area.

For more information see Part II: “Risk Factors ~——<Metro Bank is subject to prudential
regulatory capital and liquidity requirements”.

Recovery and resolution

Following the financial crisis of 2007/2008,the Banking Act 2009 was introduced in the UK to
provide a bespoke frameworkito facilitate the nesolution of banks which, broadly, are failing or
are likely to fail to meef their gegulatorypthireshold conditions and which cannot be assisted
through normal regulatorys/ actionhor A market-based solutions. The legislation conferred
significant new powers o HM Treasury, the Bank of England and, originally, the FSA but now
the PRA and FCA to_deal withhand stabilise banks suffering financial difficulties by placing
them into what isreferred to s a resolution pursuant to the special resolution regime (the
“SRR”). It alsoestablishedfwo new insolvency procedures for banks.

Work in & similar vein has been ongoing at the European level and resulted in the Bank
Resolution and Recovery Directive 2014/59/EU (the “BRRD”) which was published in the
Official Joumnals/of the EU mid-2014 with an implementation timetable of 1 January 2015,
except ir] relation to certain bail-in provisions which must be implemented by 1 January 2016.
In summary, bail-in relates to the mandatory write-down or conversion of debt liabilities.
However, full implementation (and interpretation) of the BRRD relies on the implementing
regulations, regulatory technical standards, implementing technical standards and guidance
which are still being produced in respect of it. There are already a number of areas where the
financial markets are seeking greater clarity on BRRD, including in relation to the operation of
bail-in.

The Banking Act 2009 has now been amended to reflect the BRRD and, in particular, now
offers an extended range of stabilisation options under the SRR (including bail-in generally), as
well as providing for the mandatory write-down or conversion of debt capital instruments in
certain circumstances.

There have been a number of concerns around the implementation of bail-in generally and
though new rules have been adopted by the PRA to address bail-in. these are subject to an
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ongoing consultation and so firms can apply for a short-term waiver from the full rigour of the
rules for particular liabilities in particular circumstances.

In connection with the implementation of the BRRD, the Bank of England published a report on
23 October 2014 outlining its approach to resolution of banks, building societies and certain
investment firms from 1 January 2015. The report details the key phases to any resolution and
the various stabilisation tools to be used at each stage in order to give greater clarity over how
the Bank of England would likely approach a resolution.

For more information, see Part II: “Risk Factors—Metro Bank is subject to rules relating to
regulatory action in the event of a bank failure.”

Consumer credit regulation

Responsibility for the oversight and regulation of consumer credit transferred fromthe Office of
Fair Trading (the “OFT”) to the FCA with effect from 1 April 2014. The new framework for
consumer credit regulation comprises the FSMA and its secondary legislation (€énsumer credit
activities are, therefore, now subject to the General Prohibition“and the“FSMA jauthorisation
regime discussed earlier in this Part VI: “Supervision and Regulatioh®), retained provisions in
the CCA and rules and guidance in the FCA Handbook, including the CONC. (for the purposes
of this section, collectively the “New Regime”).

Under the New Regime, the Financial Services and MarketsiAct 2000 (Regulated Activities)
Order 2001 has been amended so that consumer credit, activities, including entering into a
“regulated credit agreement” as lender, are “regulatedractivities” for the purposes of the FSMA.
A “regulated credit agreement” is any £credit agre€ment? that is not an “exempt agreement”. A
“credit agreement” is any agreement between anjindividual or relevant recipient of credit (“A”)
and any other person (“B”), under whiCh Biprovides A with “credit” of any amount. Credit is
widely defined and includes €ash loans'and any other form of financial accommodation. Exempt
agreements include certain agre€mentsipteddminantly for the purposes of a business, certain
agreements secured on land’and agreements relating to the purchase of land where a local
authority or other specifiedifype of opganisation is the lender. Other regulated consumer credit
activities include credit broking,”debt-related consumer credit activities, entering into a
regulated consumef hiredagreement as owner, operating an electronic system in relation to
lending and pro¥iding credif'information services and credit references.

Key changes toithe UK consumer credit regime that have arisen from the New Regime include:

M Authorisagion: application for full authorisation will, in general, be more complex than
an application under the previous CCA regime. To become authorised, firms must meet
the threshold conditions (the minimum standards for becoming and remaining
guthorised) and obtain pre-approval for individuals who will perform key roles in the
applicant firm;

(i) Supervision: under the New Regime there is a distinction between higher-risk and lower-
risk consumer credit activities and different supervisory approaches for each. There will
be close supervision of firms engaged in higher risk consumer credit activities and a less
intensive supervision regime for lower risk firms. Firms are subject to regular reporting
requirements in relation to their consumer credit activities and the FCA will engage in
thematic work in response to systemic issues;

(iii)  Rules: the CCA requirements and OFT guidance were replaced by FCA rules (breaches
of which can be penalised), guidance and retained provisions of the CCA. The FSMA
financial promotions regime also applies, and the FCA has also imposed new financial
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promotion rules for high cost short-term credit, cold calling and debt management
companies;

(iv)  Enforcement: the FCA has greater powers of enforcement than the OFT, including the
power to: bring criminal, civil and disciplinary proceedings; withdraw authorisations;
suspend authorised firms for 12 months; suspend individuals from performing certain
roles for two years; and the power to issue unlimited fines. It is also able to use its
product intervention powers in the consumer credit market, which can include
restrictions on product features and selling practices or product bans; and

(v) Complaints and redress: consumers continue to have access to the FOS. The FCA also
has the power to require authorised firms to reimburse consumers who have suffered loss
due to the firm’s actions.

2.4.1 Interim permission regime

To facilitate transition to the New Regime, the UK Government”hasdintroduced an

interim permission regime, which is a transitional arrangeément for regulation by the
FCA.

Firms with a CCA licence from the OFT, including all_ High Streettetail banks, were
required to register with the FCA for “interim permission” to be able to continue carrying
on regulated consumer credit activities after 1 Apfil 2014. Metro Bank obtained interim
permission for consumer credit, for entering into‘etedit agre€ments and for credit broking
from the FCA, and has applied for formal autherisation for its consumer credit activities.
Metro Bank’s application is cusrently in the process of being reviewed by the FCA.
Metro Bank expects its applicatiomyto be approved during the course of 2016. However,
if its application is not approytd,ithmay no longer be able to undertake regulated
consumer credit activifies, such'as unsecured lending and credit card transactions.

2.4.2 European regulatory landscape
In April 2008, the Euitopean Parligment and the Council of the European Union adopted a
second directive on consumer Credit (Directive 2008/48/EC) which provided that, subject
to exemption$,Joans of between €200 and €75,000 inclusive must be regulated. This
directive fepealed ‘andreplaced the first consumer credit directive and required Member
States to implement the directive by measures in force by 11 June 2010. Loan
agreements secured by land mortgage are exempted from the consumer credit directives.

Mortgage lending

The FSMA regulates mortgage credit within the definition of “regulated mortgage contract” and
also regulates certain other types of home finance. A credit agreement is a regulated mortgage
contraet if it is entered into on or after 31 October 2004 and, at the time it is entered into: (i) the
eredit agreement is one under which the lender provides credit to an individual or to trustees; (ii)
the contract provides for the repayment obligation of the borrower to be secured by a first legal
mortgage on land (other than timeshare accommodation) in the UK; and (iii) at least 40% of that
land is used, or is intended to be used, as or in connection with a dwelling by the borrower or (in
the case of credit provided to trustees) by an individual who is a beneficiary of the trust, or by a
related person.

If prohibitions under the FSMA as to authorisation or financial promotions are contravened,
then the relevant regulated mortgage contract (and, in the case of financial promotions, certain
other credit secured on land) is unenforceable against the borrower without a court order. The
MCOB sets out rules in respect of regulated mortgage contracts and certain other types of home
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finance. Under the MCOB rules, an authorised firm (such as Metro Bank) is subject to strict
rules on arrears handling and repossessions and is restricted from repossessing a property unless
all other reasonable attempts to resolve the position have failed, which can include the extension
of the term of the mortgage, product type changes and deferral of interest payments.

In March 2009, the Turner Review, “A regulatory response to the global banking crisis”, was
published and set out a detailed analysis of how the global financial crisis began along with a
number of recommendations for future reforms and proposals for consultation. As part of the
Turner Review, the FSA published a discussion paper outlining proposals for reform of the
mortgage market.

Subsequently, the FSA commenced a wide ranging consultation on mortgage lending: the FSA’s
Mortgage Market Review (“MMR”). The MMR concluded with the publication‘efifinal rules by
the FSA on 25 October 2012 that amended the existing conduct rules for mortgage lending. The
majority of the new rules came into effect on 26 April 2014.

Principal changes are to promote responsible lending and include:

() more thorough verification of borrowers’ income (no self-gertification of income,
mandatory third party evidence of income required);

(i)  assessment of affordability of interest-only loans emma capitalyand interest basis unless
there is a clearly understood and believable alternative souisce,of capital repayment;

(iii)  application of interest rate stress tests -glendersmust consider likely interest rate
movements over a minimum pegiod of fiye y€ars from the start of the mortgage term;

(iv)  when making underwriting assessments lefidefs must take account of future changes to
income and expenditure that @ lendegdknews of or should have been aware of from
information gathered,in the application process;

(v)  lenders may baseitheis assessment of customers’ income on actual expected retirement
age rather than sfate, pension age. Lenders will be expected to assess income into
retirement to judge whether the affordability tests can be met;

(vi)  significant, changes) to ‘mortgage distribution and advice requirements (including a
requirentent that adyice must be given during most interactive sales); and

(vii) changes‘imrelation to arrears management and requirements on contract variations such
asiwhen additional borrowing is requested.

2.5.1 European regulatory landscape

The directive on credit agreements relating to residential property, commonly known as
the Mortgage Credit Directive (“MCD”) came into effect on 20 March 2014. The MCD
was, to some extent, modelled on the second directive on consumer credit and requires,
among other things, standard pre-contractual information to be provided to the borrower,
calculation of the annual percentage rate of charge in accordance with a prescribed
formula, and the borrower to have a right to make early repayment. In addition, the
European Commission has indicated that it will be carrying out further work around
mortgage foreclosure, default and underwriting requirements and the MCD itself
provides for a review after five years.

The MCD is due to enter into force in the UK from 21 March 2016. Changes include
amendment of the definition of “regulated mortgage contract” to include second charge
lending, bringing the regulation of second charge mortgage lending into line with first
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charge lending (rather than it being regulated under the FCA’s consumer credit regime),
and the establishment of a framework for regulating buy-to-let mortgage lending to
consumers.

Payment Services Regulation

Under the Payment Services Regulations 2009 (the “PSR”), the FCA is responsible for
regulating payment services in the UK. The PSR establish an authorisation regime, requiring
payment service providers (other than authorised credit institutions such as Metro Bank) to
either be authorised or registered with the FCA. The PSR also contain certain rules about
providing payment services that payment service providers must comply with, including in
relation to consent for payment transactions, unauthorised or incorrectly executed transactions,

liability for unauthorised payment transactions, refunds, execution of pay transactions,

execution time, information to be provided to payment service users and liabili payment
services providers if things go wrong.

The Banking Reform Act requires the FCA to establish a body gorporatg to payment
systems (the “Payment Systems Regulator”). The Payment Systems Regulai s established
on 1 April 2014 and became fully operational in April 2015.

The general functions of the Payment Systems Regulator are:
Q) giving general directions;
(i) giving general guidance; and

(iii)  determining the general policy g

functions.

In discharging its general
reasonably possible, act

0]

(i)

otes, the interests of those who use, or are likely to use, services provided by
payment systems.

uropean regulatory landscape
The UK payment services regulatory regime originates from European Union law.
Directive 2007/64/EC of the European Parliament and of the Council of 13 November
2007 on payment services in the internal market (the “Payment Services Directive”)
was required to be transposed by Member States before 1 November 2009. The Payment
Services Directive is implemented in the UK by the PSR and parts of the FCA
Handbook.

In July 2013, the European Commission proposed a revised payment services directive
(“PSD II”) to take account of new types of payment services due to technological
development and to harmonise the transposition of certain rules set out in the Payment
Services Directive that had been transposed or applied by Member States in different
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ways, leading to regulatory arbitrage and legal uncertainty. It also published a proposal
for a regulation on multilateral interchange fees. Taken together, the proposals are
designed to (i) extend the scope of the Payment Services Directive as regards
geographical scope, currencies covered and payment services regulated, (ii) limit the
scope of available exemptions under the Payment Services Directive, (iii) increase
consumer rights and payment security and (iv) reduce interchange fees for card payments
and prohibit surcharging. The multilateral interchange fee regulation was agreed in the
EU in 2015 and comes into force from 9 December 2015. PSD II was adopted by the
European Parliament on 8 October 2015 and is due to be adopted by the Council of
Ministers shortly.

The European Parliament and Council have sought to create an integrated market for
electronic payments in euro, with no distinction between national and eross-border
payments. This single euro payments area (“SEPA”) project aims to developleommon
European Union-wide payment services to replace current national”payment services.
The Payment Services Directive provides a modern legal @undation for theyereation of
an internal market for payments and regulations of the European, Parliament and Council
have been adopted with a view to furthering this aim.

Regulation (EU) No 260/2012 of the European Parliamentyand 6f the Council of 14
March 2012 establishing technical and business grequisements” for credit transfers and
direct debits in euro and amending Regulation (EC)»No 924/2009 (the “SEPA
Regulation”) lays down rules for credity transfer ,and direct debit transactions
denominated in euro within the European/Unipn./The implementation of the SEPA
Regulation is staggered. The géneral date'by which credit transfers and direct debits were
to be carried out in accordane€ with the“SEPA Regulation was 1 February 2014.
However, an amendment to the\ SEPA Regulation introduced a transitional period of six
months to 1 Augtist’ 2044 to\reflect’ the fact that it was unlikely that all market
participants would, be,ifi compliance with the SEPA Regulation by 1 February 2014.
Credit transfers andidirect debit fransactions denominated in euro in countries outside the
euro area must be carried, out in accordance with the SEPA Regulation from 31 October
2016.

In relation t@)ypayment accounts, on 28 August 2014, the text of Directive 2014/92/EU of
theFurgpean Parliament and of the Council of 23 July 2014 on the comparability of fees
related to payment accounts, payment account switching and access to payment accounts
withy basi¢/ features (the “Payment Accounts Directive”) was published in the Official
Journal of the European Union. The Payment Accounts Directive is intended to enable
consumers to make informed choices when opening a payment account by improving the
transparency and comparability of information on account fees, while eliminating
discrimination based on residency, and to enable consumers to switch accounts more
easily. Member States will have to transpose the Payment Accounts Directive into their
own national law by 18 September 2016. However, there are a few exceptions to this,
including certain provisions of the Directive that apply to Member States from 17
September 2014.

UK ring-fencing regime

On 14 June 2012, HM Treasury issued a White Paper entitled “Banking reform: delivering
stability and supporting a sustainable economy”, on how the UK Government intends to
implement the measures recommended by Sir John Vickers’ Independent Commission on
Banking’s final report of 12 September 2011. Broadly, the White Paper covers the following
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areas: the ring-fencing of vital banking services from international and investment banking
services; measures on loss absorbency and depositor preference; and proposals for enhancing
competition in the banking sector.

On 19 June 2013, the Parliamentary Commission on Banking Standards published its final
report, entitled “Changing banking for good”. This was followed by the publication of the UK
Government’s response on 8 July 2013, accepting the overall conclusions of the report and its
principal recommendations.

The UK Government published the Banking Reform Bill in October 2012 but, following the
Parliamentary Commission on Banking Standards’ final report published in June 2013,
amendments to the Banking Reform Bill were tabled. The Banking Reform Bill received Royal
Assent as the Financial Services (Banking Reform) Act 2013 on 18 December 2013. Two
statutory instruments — the Financial Services and Markets Act 2000 (Ring-fenced Bodies and
Core Activities) Order 2014 and the Financial Services and Markets Actg2000 (Exeluded
Activities and Prohibitions) Order 2014 — were enacted in July 2014 pursudnt to"HM Treasury’s
powers under the Banking Reform Act, and HM Treasury also exercised thosé popvers to enact
the Financial Services and Markets Act 2000 (Banking Reform) (Peusions) Regulations 2015 in
March 2015.

This legislation, taken as a whole, mandates the ‘ring-femeing’ ofi@eftain core activities and
services relating to the regulated activity of accepting depositsbya UK institution. Entities that
meet the threshold for the UK ring-fencing regime (£25:billion o6t deposits, excluding deposits
from financial institutions and certain corporates”and high net"worth individuals that “opt out”)
are required to separate the core activity, of aceepting deposits, together with the core services
associated with that activity, into a separateyring=fencéd body (an “RFB”). The legislation also
prohibits an RFB from undertaking cerfain excluded activities, namely dealing in investments as
principal and dealing in commodities:) RFBs/are also subject to certain prohibitions, which
include prohibitions on Ancurrigglexposures to certain types of financial institutions, and on
having branches or subsidiaries in_non-EEA Member States. The excluded activities and
prohibitions are subject ifl each,case to limited exceptions.

In addition to the¢/pritmary and secondary ring-fencing legislation, the PRA has issued
consultation papers,settingiout proposed ring-fencing rules that govern the relationship between
the RFB and_the resb, of its group, including entities that carry out excluded activities and
activitiesfthat the, REB is prohibited from undertaking (such entities being non-ring-fenced
bodies, o “NRFBs”). These ring-fencing rules address areas such as the legal structure of the
RFB sub-group} governance arrangements for RFBs, prudential requirements and requirements
for intrajgroup transactions and distributions. The PRA and the FCA have also issued draft
guidance on the use of ring-fencing transfer schemes under Part VII of the FSMA, which are a
newyform of statutory transfer mechanism to enable banking groups to reorganise their
businesses so as to comply with the ring-fencing regime. Finally, the FCA has issued draft rules
on the disclosures required to be made by NRFBs to individuals that opt to place deposits with
such entities. The intention is that the ring-fencing rules and guidance will be finalised by the
end of June 2016.

Banks that fall within the scope of this legislation will be expected to have implemented all
relevant reforms by 1 January 2019 at the latest (other than in respect of pension arrangements,
for which the deadline for implementing changes is 1 January 2026). While Metro Bank is not
expected to be subject to the ring-fencing requirements, on the basis that it does not hold the
minimum threshold of deposits to be required to ring-fence its business, the implementation of
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ring-fencing may affect its ability to transact with RFBs within banking groups that are subject

to those requirements.

Looking forward, if Metro Bank increases the size of its deposit book over time, it may reach

the threshold for deposits at which it is required to implement ring-fencing and separate its

business on the basis described above. Effecting a reorganisation or introducing new policies

and procedure to comply with the ring-fencing requirements is likely to give rise to

implementation costs and may have other implications for Metro Bank’s business model, as it

will become subject to restrictions on its activities and to the other prohibitions outlined above.

FSCS and the EU Deposit Guarantee Scheme Directive (“EU DGSD”)

2.8.1

2.8.2

FSCS

The FSMA established the FSCS, which pays compensation to eligible “eustomers of
authorised financial services firms which are unable, or are likely to be unabley, to, pay
claims against them. There are different compensation limits for different,categories of
claim. For example, for claims against firms declared in default ontor aften 3 July 2015
the limits are: (i) for deposits, 100% of the first £75,000; (i) fer mortgage advice and
arranging, 100% of the first £50,000; and (iii) for insurane€, 100% %of cover for all long-
term policies, for professional indemnity insurance and“elaims, arising from death or
incapacity. The FSCS pays compensation for finangiallless and the actual compensation a
customer will receive depends on the basis of their claimy, Compensation limits are per
person, per firm and per type of claim.

EU DGSD

In Europe, the EU Deposit Guarantee S¢hemé Directive (“EU DGSD”) required EU
Member States to introduce at’ least one,deposit guarantee scheme by 1 July 1995.
Directive 2009/14/EQ,"amending Directive 94/19/EC, requires Member States to set the
minimum level of compensationfofideposits, for firms declared in default on or after 1
January 2011, at €1004000.

The recast EU DGSD"was published in the Official Journal of the EU on 12 June 2014
and MembergStates had until 3 July 2015 to transpose the majority of the EU DGSD into
national Jaw. TheWehanges include restricting the definition of “deposit”, excluding
deposits madeyby  certain financial institutions and certain public authorities, reducing
tipde limats, for payments of verified claims by depositors and provisions on how deposit
guarantee |schemes should be funded. In addition, the recast EU DGSD seeks to
harmonis€ cligibility for protection (including an extension of scope to protect deposits
off most companies, whatever their size) and allows for temporary increases in the
coverage level in relation to deposits arising from certain events, such as the sale of a
private residential property.

The PRA’s consultation on implementing the recast EU DGSD closed on 6 January 2015
(a second consultation closed on 27 February 2015) and on 3 July 2015, the PRA
announced the proposed changes. These included the new limit of £75,000 while
maintaining the existing limit of £85,000 until 31 December 2015, for depositors who
were previously protected by the FSCS and continue to be protected (including
individuals and small companies) and extending deposit protection to new categories of
depositors that were not previously protected by the FSCS, such as large corporates.

The implementation of the recast EU DGSD may result in greater administrative and
financial burdens on participating firms. Direct cost increases may result from increased
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contributions to the schemes and greater indirect costs may arise from necessary changes
to procedures and IT systems.

Competition regulation

Metro Bank is subject to supervision and oversight by a number of competition regulators,
including the CMA, sectoral regulators and the European Commission. The FCA and the
Payment Systems Regulator have concurrent powers with the CMA to enforce competition rules
in the UK insofar as they relate to the provision of financial services and participation in
payment systems, respectively. These regulatory bodies have broad powers to launch market
studies or conduct investigations.

On 18 July 2014, the CMA published an update on its market studies in respect of personal
current accounts and SME banking (the SME banking market study is a joint project with the
FCA). The market studies update identifies a number of areas of concerns (e.g., diffieulties for
customers in making comparisons between banks and low levels of switchingibetween banks)
and evidence that competition is not effectively serving the interests of SWIEshot personal
current account customers. Following this, on 6 November 2014 ghe CMA announced its
decision to launch a joined up in-depth market investigation into theymarkets for personal
current accounts and SME banking. The CMA’s provisional findings were published on 22
October 2015. In its provisional report, the CMA identified.numerous, competition issues in the
retail banking market, including low levels of customer switching, indicating that banks are not
put under enough competitive pressure, and new products and new banks do not attract
customers quickly enough. The CMA also publiSh@d an“initial list of remedies, setting out
possible measures to enable account holders t@ search for and switch to the account that suits
them, hoping to increase competition. These potentidl remedies will be developed over the
coming months. The CMA’s final repogf 1s expected to be published in April 2016.

The FCA has launched maarket, studies, in respect of general insurance add-ons, retirement
income and cash saving8 plans/and,the operation of the credit card market. In July 2014, the
FCA launched a review of €ompetitionyih the wholesale sector to identify any areas that might
merit further investigation through an in-depth market study and, following this, on 22 May
2015 the FCA set ouf'thie, terms for its first wholesale market study into investment banking and
corporate bankin@,servicesjwith interim findings and any proposed remedies to be published
ahead of the final report inApril 2016.

While the outcome o6f ongoing studies, and the scope of any future studies, is inherently
uncertainthey may ultimately result in the application of behavioural and/or structural changes
and remedies by the regulators.

Other gelevant legislation and regulation

ThesUK Money Laundering Regulations 2007 place a requirement on Metro Bank to verify the
identity and address of customers opening accounts with it, and to keep records to help prevent
money laundering and fraud. In addition, the Proceeds of Crime Act 2002, Terrorism Act 2000,
Counter-Terrorism Act 2008, Terrorist Asset-Freezing etc. Act 2010, Wire Transfer Regulation
(EU Regulation 1781/2006) and Transfer of Funds (Information on the Payer) Regulations
2007/3298 collectively contain requirements and offences in relation to money laundering and
the financing of terrorism that are applicable to Metro Bank. Guidance in respect of Metro
Bank’s anti-money laundering and counter-terrorist financing obligations is produced by the
Joint Money Laundering Steering Group, which is made up of certain UK trade associations in
the financial services industry.
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The Bribery Act 2010 contains offences relating to bribing another person, being bribed and
bribing foreign public officials. It also contains an offence for commercial organisations of
failing to prevent bribery. The Ministry of Justice has published guidance about procedures
which commercial organisations can put into place to help prevent against persons associated
with them engaging in such activity.

The UK Data Protection Act 1998 regulates the processing of data relating to individual
customers.

The UK Unfair Terms in Consumer Contracts Regulations 1999 (together with, insofar as
applicable, the Unfair Terms in Consumer Contracts Regulations 1994) apply to consumer
contracts entered into on or after 1 July 1995. The main effect of these regulations is that a
contract term which is “unfair” will not be enforceable against a consumer/This applies to,
among other things, mortgages and related products and services.

Proposed legislation

2.11.1 European structural reform proposals

At the same time as the UK has been implementing the ring-femeing regime set out in
paragraph 2.7 above, there have been proposals at the European J€vel to implement
structural reform in the banking sector. In October 2012, a seport was published by a
high-level expert group of the European Union, chaired by Erkki Liikanen (the Governor
of the Bank of Finland) (the “Liikanen Report”). The Litkanen Report recommended
banking restructuring and a mandatory sepafation of preprietary trading and other “high-
risk” trading activities into agseparatg¢ legal entity within banking groups and the
introduction of measures to strengthen governanée and control of banks.

Following from the Liikanen! Reporthin January 2014 the European Commission
published a legislative proposah of theé "European Parliament and of the Council on
structural measurgs improving the resilience of EU credit institutions (the “BSR”). It was
originally proposed that the BSRywould apply to certain large banks and banking groups,
and would require affected banks to separate their trading activities from their retail
banking operpations. The original proposals in the BSR also provided for a ban for those
affected banks oni{proprietary trading and investment in alternative investment funds
(subject to seme limited exceptions).

Since the'publication of the BSR in January 2014, there have been extensive discussions
within the/EU on the scope and form of the draft proposals and the nature of the
propesed separation requirements and restrictions on activities. One element of the
discussions focuses on whether the UK ring-fencing regime will be deemed to be
gquivalent to the requirements set out in the BSR, such that UK banks are not required to
comply with an additional set of ring-fencing requirements at a European level.
Agreement on the final form of the BSR is expected to be reached in mid-2016. Until the
final form of the BSR is agreed, there will remain some uncertainty on the precise scope
and form of these proposals.

Based on the scope of the original BSR, Metro Bank would not be subject to the
proposals for structural reform at a European level; however, the restrictions on activities
of larger banks and banking groups may affect Metro Bank when transacting with those
entities.
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2.11.2 Other

The UK’s Consumer Rights Bill (the “Bill”’) seeks to reform and consolidate much of the
consumer law in the UK and was formally introduced to the House of Commons on 23
January 2014. The Bill will entirely revoke the Unfair Terms in Consumer Contracts
Regulations 1999 and will broadly implement the Law Commission’s recommendations
published in March 2013. These changes include that contract terms relating to the price
or main subject matter of the contract may be assessed for fairness if they are not
“transparent and prominent”, all written terms of a consumer contract or consumer notice
must be transparent and that rules on contract terms apply to any secondary contract in
addition to the main contract. The Bill is being considered by the House of Commons
and the House of Lords.

The Fourth Money Laundering Directive was finalised and e

2015. Member States have two years to implement th nges
include, among other things, extending the scope of evioug” directive, requiring

evidence based measures to be implemented and ti les stomer due diligence.

HM Treasury published a consultation paper
whether the UK Government should take ion to help match SMEs that have
been rejected for loans from other lend ith challenger banks and alternative finance
providers. On 6 August 2014, HM

014 which sought views on

ed the responses it had received to the
e support received, the Government tabled an

(having received
and Employment HM Treasury the power to make regulations, including

with respect to r ing certain banks to share information on SMEs they reject for

P ors — Regulatory Risks”.
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PART VII:
HISTORICAL FINANCIAL INFORMATION

The following historical financial information is in draft form and unaudited. See “Presentation of
Financial and Other Information — Historical financial information” for information regarding the
preparation of Metro Bank's financial information. You should not make any decision regarding an
investment in the Shares prior to reviewing the final unaudited historical financial information that will
be contained in the Supplemental Private Placement Memorandum.

Metro Bank Historical Financial Information

Consolidated Statement of Comprehensive Income

Year ended 31 Dece

Notes 201,

2013
INterest iNCOME........ccvvvvveecrieiieccee e 5 27,747
INterest eXPenSe........coevveveieecnenereneeeees 6 (20,621) (11,515)
Net interest iNCOMe .........cccccevvvevrnirccnenn, 49,407 16,232
Fee and commission inCOME...........ccccueeuee.. 16,076 5,491
Net gains on sale of investment securities... 6,377 5,122 6,508
Other iNCOME.......coovrviiieiieesee e 9,237 4,842 3,303
120,200 75,447 31,534
Operating eXPENSES ......coovevervreerer flerverenens (141,563) (107,940) (75,652)
Depreciation and amortisation ......... 0. ... (18,195) (14,221) (10,292)
Fees associated with listing....................s (1,465) — —
(8,744) — —
(169,967) (122,161) (85,944)
(7,030) (2,157) (1,026)
(56,797) (48,871) (55,436)
7,592 9,789 11,001
(49,205) (39,082) (44,435)
Items which will be reclassified
subsequently to profit or loss where
specific conditions are met:
Available for sale investments:
- fair value gains/(l10SSes) .......cocevrererueennee (1,327) 8,328 (9,583)
Total other comprehensive income.............. (7,704) 3,206 (16,091)
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Total comprehensive loss for the year .....

Loss per share

Basic loss per share (pence)...

Diluted loss per share (pence)

C/O

Year ended 31 December

Notes 2015 2014 2013

(56,909) (35,876) (60,526)

36 (0.83) (0.67) (1.51)

36 (0.83) (0.67) (1.51)
[

&
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Consolidated balance sheet

Assets

Cash and balances with the Bank of
ENgland ..ot

Loans and advances to banks..............cc......
Loans and advances to customers ...............
Available for sale investment securities
Held to maturity investment securities
Property, plant and equipment ....................
Intangible assets.......cccovveiereerniiiieieine
Prepayments and accrued income ...............
Deferred tax asset.......cccoevveveienerenenienene
Other aSSetS .....cveeiireriierieieeece s
TOtal SSELS ...evevveeierieeeieeeee e
Liabilities

Deposits from customers.........cc.cccceeerveneene.

Repurchase agreements...........ccoceveererveneene

Other liabilities .........cccccoorrririnnee,
Total liabilities..........c.cooviiennn.

Shareholders’ equity
Called up share capital ...........
Share premium account....
Retained earnings.................:

Other reserves ...

Year ended 31 December

Notes 2015 2014 2013
(£°000)

(unaudited)
217,900 180,630 238,979
30,31 64,248 35,040 24,205
16,30,31 3,542,548 751,058
17 361,607 696,434
17 1,638,185 —
19 165,25 103,286
18 54,24 ,669 23,830
21 18,883 8,280
15 46,409 36,619
22 13,661 7,537
3,663,284 1,890,228
0, 5,107,656 2,866,631 1,315,389
561,779 282,544 143,816
71,415 48,845 29,622
5,740,850 3,198,020 1,488,827
24 — — _
24 629,304 629,304 530,463
26 (210,585) (161,380) (122,298)
(8,688) (2,660) (6,764)
410,031 465,264 401,401
6,150,881 3,663,284 1,890,228
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Consolidated statement of changes in equity

IFRS 2
Available share
Share Share Retained for sale option Total
capital premium earnings reserve reserve equity
(£°000)
(unaudited)

Balance at 1 January 2013.................. — 246,155 (77,863) 8,571 364 177,227
Net loss for the year..............cooeene, — — (44,435) — — (44,435)
Other comprehensive loss, net of tax,
relating to available for sale
INVESEMENES ... — — — (16,091) — (16,091)
Total comprehensive 10SS...................... — — (44,435) (16,091) — (60,526)
Share iSSUE ... — 284,308 — 284,308
Share options at fair value..................... — — — @ 392 392
Balance as at 31 December 2013........ — 530,463 (122,298) 7,520 756 401,401
Balance at 1 January 2014.................. — 530,463 (122,2 756 401,401
Net loss for the year ..o, — — (39,082) — (39,082)
Other comprehensive income, net of
tax, relating to available for sale
INVESIMENTS ... — — — 3,206 — 3,206
Total comprehensive (loss)/income (39,082) 3,206 (35,876)
Share iSSUE ......covveveeieirecreece e — — — 98,841
Share options at fair value..................... — — 898 898
Balance as at 31 December 2014........ (161,380) (4,314) 1,654 465,264
NOEES ...t 26

The available for sale res,

investments since initi gnitl

resents the unrealised change in the fair value of available for sale
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Consolidated statement of cash flows

Year ended 31 December

Notes 2014 2013
(£°000)
(unaudited)
Reconciliation of loss before tax to net cash flows from
operating activities:
L 0SS DEFOrE taX...c.eiveviieieiiiei e (48,871) (55,436)

Adjustments for:

Depreciation and amortisation of intangible and tangible

B2 L= £ UERPPR 18,19 10,292
Share OPLioN FESEIVE........cviveiriieireese s 11 392
Gain on sale Of SECUTILIES .......coveveireeireiree e 8 (6,508)
Accrued interest 0N SECUNTIES .......ceovvveerieirieincieneeseineiens @ (4,449)
Changes in 0perating aSsets ........c.cooerereereereeerireresieeseeeseenas (856,029) (590,691)
Changes in operating liabilities............ccoveiniiniciieees ,709,204 894,902
Net cash inflows from operating activities ............cc.ccccevuenene 810,211 248,502
Cash flows from investing activities ............ccocooervveiciennnns
Sales of iINVeStMENt SECUNILIES ........ovvveiveicieiieeee e 473,814 368,130
Purchase of investment Securities ...........c.ccocee 405 (1,376,410) (638,480)
Purchase of property, plant and equipment 19 (41,036) (59,161)
Purchase of intangible assets............. . 18 (12,934) (14,223)
Net cash outflows from investing (956,566) (343,734)
Cash flows from financing activiti
Share issues, net of COSES........ . .....oocoeetiee e 24 98,841 284,308
Net cash inflows from fi i ES ..o 98,841 284,308
(47,514) 189,076
263,184 74,108
215,670 263,184
63,517 27,747
(18,213) (11,515)
Cash and cash equivalent comprise of: ........c.cccoverreiiciennns
Cash and balances with the Bank of England .............c.ccccce... 180,630 238,979
Loans and advances t0 banks...........ccoceeveeeeieiee e, 16 35,040 24,205
215,670 263,184
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Notes to the historical financial information

General information

Metro Bank PLC (the “Company”) and its subsidiary undertakings (together, “Metro Bank”) is
domiciled in the UK. The registered office of Metro Bank is 1 Southampton Row, London, WC1B
SHA. Metro Bank provides retail and corporate banking services in the UK.

The consolidated historical financial information (the “Historical Financial Information™) is
presented in pounds sterling, which is the currency of the primary economic environment in which
Metro Bank operates.

Basis of preparation

Accounting basis

Metro Bank’s Historical Financial Information comprises the financial informatigr
the two years ended 31 December 2014. The Historical Financial Information
accordance with the disclosure requirements of the Prospectus Directive
Rules and in accordance with the International Financial Reporting Standards (
the European Union.

The Historical Financial Information has been prepared on a
instruments that are measured at revalued amounts or fair value
explained in the accounting policies below.

Basis of consolidation

Company controls an entity i ex; to, or has rights to, variable returns from its
involvement with the entity an e ab affect those returns through its power over the entity.
Subsidiaries are fully consolida the date on which control is transferred to the Company. They

yet effectivg and in some cases, not yet adopted by the European Union:

° 9 Financial Instruments

. IFRS 14 Regulatory Deferral Accounts

° IFRS 15 Revenue from Contracts with Customers

) IFRS 11 (amendments) Accounting for Acquisitions of Interests in Joint Operations

° IAS 16 and IAS 38 (amendments) Clarification of Acceptable Methods of Depreciation and
Amortisation

° IAS 27 (amendments) Equity Method in Separate Financial Statements
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. IFRS 10 and IAS 28 (amendments) Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture

o Annual Improvements to IFRSs 2012-2014 Cycle: Amendments to: IFRS 5 Non-current Assets
Held for Sale and Discontinued Operations, IFRS 7 Financial Instruments: Disclosures, IAS 19
Employee Benefits and IAS 34 Interim Financial Reporting

o IAS 1 (amendments) Disclosure Initiative

° IFRS 10, IFRS 12 and IAS 28 (amendments) Investment Entities: Applying the Consolidation
Exception

The directors do not expect that the adoption of the standards listed above will have agmaterial impact
on the Historical Financial Information of Metro Bank in future periods, except that IFRS¥ will impact
both the measurement and disclosures of financial instruments. An assessment of the impactof IFRS 9
is being completed. Note that IFRS 14 Regulatory Deferral Accounts is not applicable,to MetrorBank
as Metro Bank is not a first-time adopter of [FRSs.

Going concern

The Historical Financial Information is prepared on a going concern basis, as the'Diréctors are satisfied
that Metro Bank has the resources to continue in business for the foresegablg fature. In making this
assessment, the Directors have considered a wide range of infofmatien relating to present and future
conditions, including the current state of the balance sheetf{future projections of profitability, cash
flows and capital resources and the longer term strategygef the business. Metro Bank’s capital and
liquidity plans, including stress tests, have been reviewed By thg Directors. Metro Bank’s forecasts and
projections show that it will be able to operate at adequate leyels of both liquidity and capital for the
foreseeable future, including a range of strgsScd  scenarios, taking into account the capital that is
expected to be provided by the Priyate Placeément, the¥availability of alternative sources of capital if
required and appropriate management actions, Aftenfmaking due enquiries, the Directors believe that
Metro Bank has sufficient resousces o continue its activities for the foreseeable future and to continue
its expansion, and Metro Bank has, sufficient”capital to enable it to continue to meet its regulatory
capital requirements as out by the Prudential Regulation Authority.

Significant accounting\policies

3.1 Foreign etirreney translation

@) Functional and presentation currency

Items included in the Historical Financial Information are measured using the currency
of the UK, which is the primary economic environment in which the entity operates (‘the
functional currency’).

(b)  Transactions and balances

Foreign currency transactions that are denominated, or that require settlement, in a
foreign currency are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions.

Monetary items denominated in foreign currency are translated using the closing rate as
at the reporting date. Non-monetary items measured at historical cost denominated in a
foreign currency are translated with the exchange rate as at the date of initial recognition;
non-monetary items in a foreign currency that are measured at fair value are translated
using the exchange rates at the date when the fair value was determined.
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3.2

3.3

34.1

Foreign exchange gains and losses resulting from the settlement of foreign currency
transactions and from the translation at year-end exchange rates of monetary assets and
liabilities denominated in foreign currencies are recognised in the income statement.
Liabilities denominated in foreign currencies are recognised in the income statement.

All foreign exchange gains and losses recognised in the income statement are presented
net within the corresponding item. Foreign exchange gains and losses on other
comprehensive income items are presented in other comprehensive income within the
corresponding item.

Business combinations

Metro Bank applies the acquisition method to account for business combinations. The
consideration transferred for the acquisition of a subsidiary is the fair values of the assets
transferred, the liabilities incurred to the former owners of the acquiree and the equityinterests
issued by Metro Bank. The consideration transferred includes the fair valu€hef any “asset or
liability resulting from a contingent consideration arrangement. Identifiable, assets acquired and
liabilities and contingent liabilities assumed in a business combination,are measured initially at
their fair values at the acquisition date. Metro Bank recognises any nom*controlling interest in
the acquiree on an acquisition-by-acquisition basis, either at fair value or at the non-controlling
interest’s proportionate share of the recognised amounts of acquirec®stidentifiable net assets.

Acquisition-related costs are expensed as incurred.

Any contingent consideration to be transferred by#Metro Bankis recognised at fair value at the
acquisition date. Subsequent changes ge the fair #alue Jof the contingent consideration that is
deemed to be an asset or liability is recognised 1miaccordance with IAS 39 either in profit or loss
or as a change to other comprehensiv€ inceme. Contingent consideration that is classified as
equity is not re-measured, an@’its subsequent settlement is accounted for within equity.

The excess of the consideration tramsferred, the amount of any non-controlling interest in the
acquiree and the acquisitiofi-date fairvalue of any previous equity interest in the acquiree over
the fair value of the identifiable net assets acquired is recorded as goodwill. If the total of
consideration transfertéd, non-gontrolling interest recognised and previously held interest
measured is less/than the'faic/value of the net assets of the subsidiary acquired in the case of a
bargain purchase, theidifference is recognised directly in the income statement.

Sale and repurchasé agreements

Securities 'sold_subject to repurchase agreements (‘repos’) are reclassified in the Historical
Financial Information as pledged assets when the transferee has the right, by contract or custom,
to sell or repledge the collateral; the counterparty liability is included in deposits from banks.
Securities purchased under agreements to resell (‘reverse repos’) are recorded as other
hiabilities. The difference between sale and repurchase price is treated as interest and accrued
over the life of the agreements using the effective interest method. Securities lent to
counterparties are also retained in the Historical Financial Information.

Financial assets

Metro Bank allocates financial assets to the following IAS 39 categories: loans and receivables;
held to maturity financial assets and available-for-sale financial assets. Management determines
the classification of its financial instruments at initial recognition.
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(@  Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market and that Metro Bank does not intend to
sell immediately or in the near term.

Loans and receivables are initially recognised at fair value - which is the cash
consideration to originate the loan including any transaction costs - and measured
subsequently at amortised cost using the effective interest rate method. Loans and
receivables are reported in the statement of financial position as loans and advances to
banks or customers. Interest on loans is included in the income statement and is reported
as ‘Interest and similar income’. In the case of impairment, the impairment loss is

reported as a deduction from the carrying value of the loan and recogni the income

statement as ‘Loan impairment charges’.
(b)  Held to maturity financial assets

Certain investment securities are classified as “held to maturit
investments are non-derivative assets with fixed or i

Held to maturity investments are carried at a t using the effective interest

method, less any impairment losses. A sale or ification of a more than insignificant
amount of held to maturity investments resu the reclassification of all held to
maturity investments as available fo le and would prevent Metro Bank from
classifying investment securities a d ty for the current and the two following

financial years.

(¢)  Available-for-sal ncial as

Available-for-sal stme financial assets that are intended to be held for an

indefinite period which may be sold in response to needs for liquidity or changes
in interest r

receivabl aturity investments or financial assets at fair value through profit or

comsideration including any transaction costs, and measured subsequently at fair value
w1 s and losses being recognised in the other comprehensive income, except for
impairment losses and foreign exchange gains and losses, until the financial asset is

recognised. If an available-for-sale financial asset is determined to be impaired, the
cumulative gain or loss previously recognised in the statement of comprehensive income
is recognised in the income statement. Interest is calculated using the effective interest
method, and foreign currency gains and losses on monetary assets classified as available

for sale are recognised in the income statement.
(d)  Recognition

Metro Bank uses settlement date accounting when recording financial asset transactions
where a trade is settled through the regular settlement cycle for that particular
investment. Financial assets that are transferred to a third party but do not qualify for
derecognition are presented in the statement of financial position as ‘Assets pledged as
collateral’, if the transferee has the right to sell or repledge them.
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3.4.2

3.4.3

3.4.4

Financial liabilities

Metro Bank’s holding in financial liabilities is in financial liabilities at amortised cost. Financial
liabilities measured at amortised cost are deposits from banks or customers and repurchase
agreements. Financial liabilities are derecognised when extinguished.

Amortised cost measurement and determination of fair value

The “amortised cost” of a financial asset or financial liability is the amount at which the
financial asset or financial liability is measured at initial recognition, minus principal
repayments, plus or minus the cumulative amortisation using the effective interest method of
any difference between the initial amount recognised and the maturity amount, minus any
reduction for impairment.

“Fair value” is the price that would be received to sell an asset or paid to transfer'a liability in an
orderly transaction between market participants at the measurement date in the pringipal or, in
its absence, the most advantageous market to which Metro Bank has access atfhat date.“The fair
value of a liability reflects its non-performance risk.

For financial instruments traded in active markets, the determination‘of\fair values of financial
assets and financial liabilities is based on quoted market pricestef dealeriprice quotations. This
includes quoted debt instruments on major exchanges and broker quetes.

A financial instrument is regarded as quoted in an active marketyif quoted prices are readily and
regularly available from an exchange, dealer, broker,dor pricing service and those prices
represent actual and regularly occurring marketsfransactionsy6n an arm’s length basis. If the
above criteria are not met, the market i§,regarded ds being fnactive. Indications that a market is
inactive are when there is a wide bid-offer)spreadyersignificant increase in the bid-offer spread
or there are few recent transactions.

If there is no quoted prieefin an active mapket, Metro Bank uses valuation techniques that
maximise the use of relevant obsetvable nputs and minimise the use of unobservable inputs.
The chosen valuation techilique incorpetates all of the factors that market participants would
take into account in pricing a‘tfansaction.

The fair values of gontimgent liabilities and irrevocable loan commitments correspond to their
carrying amounts:

Derecogpition

Financial\assets are derecognised when the contractual rights to receive the cash flows from
these assetsihave ceased to exist or the assets have been transferred and substantially all the
risks andirewards of ownership of the assets are also transferred (that is, if substantially all the
risks and rewards have not been transferred, Metro Bank tests control to ensure that continuing
invelvement on the basis of any retained powers of control does not prevent derecognition).
Financial liabilities are derecognised when they have been redeemed or otherwise extinguished.

On derecognition of a financial asset, the difference between the carrying amount of the asset
(or the carrying amount allocated to the portion of the asset derecognised) and the sum of (i) the
consideration received (including any new assets obtained less any new liability assumed) and
(il) any cumulative gain or loss that had been recognised in OCI is recognised in profit or loss.
Any interest in transferred financial assets that qualify for derecognition that is created or
retained by Metro Bank is recognised as a separate asset or liability.

Collateral furnished by Metro Bank under standard repurchase agreements and securities
lending and borrowing transactions is not derecognised because Metro Bank retains
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substantially all the risks and rewards on the basis of the predetermined repurchase price, and
the criteria for derecognition are therefore not met.

3.5 Reclassification of financial assets

Metro Bank may choose to reclassify financial assets that would meet the definition of loans and
receivables out of the held-for-trading or available-for-sale categories if Metro Bank has the
intention and ability to hold these financial assets for the foreseeable future or until maturity at
the date of reclassification.

Reclassifications are made at fair value as of the reclassification date. Fair value becomes the
new cost or amortised cost as applicable. Effective interest rates for financial assets reclassified
to loans and receivables and held to maturity categories are determined at th

date. Further increases in estimates of cash flows adjust effective interest rates pri

3.6  Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reportedfin
financial position when there is a legally enforceable right to offsgt

there is an intention to settle on a net basis or realise the as
simultaneously.

3.7 Interest income and expense

Interest income and expense for all interest-bearing fi
‘interest and similar income’ and ‘interest and simi se’/in the income statement using
the effective interest method.

The effective interest method is a method

payments or receipts thr
a shorter period to the
calculating the effectiv
contractual terms of

to the contract
other premi

s and commissions are earned from a wide range of services provided by Metro Bank to its
customers. Fee income is accounted for as follows:

@) income earned on the execution of a significant act is recognised as revenue when the act
is completed;

(b)  income earned from the provision of services is recognised as revenue when the services
are provided; and

(c) income which forms an integral part of the effective interest rate of a financial instrument
is recognised as an adjustment to the effective interest rate and recorded in interest
income.
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3.9

Impairment of financial assets

(@)

Assets carried at amortised cost

Metro Bank assesses at each reporting date whether there is objective evidence that a
financial asset is impaired. A financial asset is impaired and impairment losses are
incurred only if there is objective evidence of impairment as a result of one or more
events that occurred after the initial recognition of the asset (a ‘loss event’) and that loss
event (or events) has an impact on the estimated future cash flows of the financial asset
that can be reliably estimated.

The criteria that Metro Bank uses to determine that there is objective evidence of an
impairment loss include: significant financial difficulty of the issuer or gbligor; a breach
of contract, such as a default or delinquency in interest or principal payments; the lender,
for economic or legal reasons relating to the borrower’s financial difficulty, gsanting to
the borrower a concession that the lender would not otherwise comSider; it beedmes
probable that the borrower will enter bankruptcy or othempfinancial reorganisation; the
disappearance of an active market for that financial asset because of financial difficulties;
or observable data indicating that there is a measurable,degréase in the estimated future
cash flows from a portfolio of financial assets since the initial recognition of those assets,
although the decrease cannot yet be identified with_the individual financial assets in the
portfolio, including: adverse changes in the payment status of borrowers in the portfolio;
and national or local economic conditions that €ortelate with defaults on the assets in the
portfolio.

The estimated period between/a loss ogelrring/and its identification is determined by
management for each identified pertfolio. Tn'general, the periods used vary between three
months and twelve months; in ¢xceptionak€ases, longer periods are warranted.

All individually gignificant assetSgheld at amortised costs are assessed for specific
impairment. Thoseyfolind nothto be specifically impaired are then collectively assessed
for any impairmentithat has been incurred but not yet identified. Assets that are not
individually significanttareCollectively assessed for impairment by grouping together
loans assets with'similar£isk characteristics.

The amount'@fithe l0ss is measured as the difference between the asset’s carrying amount
and the“present value of estimated future cash flows (excluding future credit losses that
have not been incurred) discounted at the financial asset’s original effective interest rate.
The eassying amount of the asset is reduced through the use of an allowance account and
the amount of the loss is recognised in the income statement. If a loan or held to maturity
investment has a variable interest rate, the discount rate for measuring any impairment
loss is the current effective interest rate determined under the contract. As a practical
expedient, Metro Bank may measure impairment on the basis of an instrument’s fair
value using an observable market price.

The calculation of the present value of the estimated future cash flows of a collateralised
financial asset reflects the cash flows that may result from foreclosure less costs for
obtaining and selling the collateral, whether or not foreclosure is probable.

For the purposes of a collective evaluation of impairment, financial assets are grouped on
the basis of similar credit risk characteristics (that is, on the basis of Metro Bank’s
grading process that considers asset type, industry, geographical location, collateral type,
past-due status and other relevant factors). Those characteristics are relevant to the
estimation of future cash flows for banks of such assets by being indicative of the
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debtors’ ability to pay all amounts due according to the contractual terms of the assets
being evaluated.

Future cash flows in financial assets that are collectively evaluated for impairment are
estimated on the basis of the contractual cash flows of the assets in Metro Bank and
historical loss experience for assets with credit risk characteristics similar to those in
Metro Bank. Historical loss experience is adjusted on the basis of current observable data
to reflect the effects of current conditions that did not affect the period on which the
historical loss experience is based and to remove the effects of conditions in the historical
period that do not currently exist.

Estimates of changes in future cash flows for groups of assets should reflect and be
directionally consistent with changes in related observable data from/pesiod to period
(for example, changes in unemployment rates, property prices, payment status, or other
factors indicative of changes in the probability of losses in MetropBank “andtheir
magnitude). The methodology and assumptions used for estimatingfuture.cash flows are
reviewed regularly by Metro Bank to reduce any differences between loss gstimates and
actual loss experience.

When a loan is uncollectible, it is written off against the, related”allowance for loan
impairment. Such loans are written off after all theynecessany’ procedures have been
completed and the amount of the loss has been determined. Impairment charges relating
to loans and advances to banks and customers’are elassified in loan impairment charges
while impairment charges relating to iny€stment sceufities (hold to maturity and loans
and receivables categories) are glassifiediin” Net gains/(losses) on investment securities’.

If, in a subsequent period, the aptountiof the'tmpairment loss decreases and the decrease
can be related objectively to an event\@€curring after the impairment was recognised
(such as an imppévement in ‘the, debtor’s credit rating), the previously recognised
impairment loss {is reyversediby adjusting the allowance account. The amount of the
reversal is recognisediin the income statement.

(b)  Assets classified,as available for sale

Metro Bank,assessesyat each date of the statement of financial position whether there is
objective evidence“that a financial asset or a group of financial assets is impaired.
Infpairment losses on available for sale assets are recognised by reclassifying the losses
aceumulated in the fair value reserve in equity to profit or loss. The cumulative loss that
is reelassified from equity to profit or loss is the difference between the acquisition cost,
net of any principal repayment and amortisation, and the current fair value, less any
umpairment loss previously recognised in profit or loss.

Additional impairment indicators that may indicate that an equity investment’s costs may
not be recovered (in addition to those listed above) are: significant adverse changes in the
technological, market, economic or legal environment in which the issuer operates; a
“significant” or “prolonged” decline in the fair value of an investment in an equity
instrument below its cost. In general, Metro Bank considers a decline of 20% to be
“significant” and a period of 12 months to be “prolonged”.

3.10 Share-based payments

The grant date fair value of options granted to colleagues is recognised as a colleague expense
over the period in which the colleagues become unconditionally entitled to the options. The fair
value of the services received is measured by reference to the fair value of the shares or share
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options granted on the date of the grant. The cost of the colleague services received in respect of
the shares or share options granted is recognised in the consolidated income statement over the
period that the services are received, which is the vesting period.

The fair value of the options granted is determined using an option pricing model, which takes

into account the exercise price of the option, the current share price, the risk free interest rate,

the expected volatility of the share price over the life of the option and other relevant factors.
3.11 Cash and cash equivalents

Cash and cash equivalents comprise balances with less than three months’ maturity from the
date of acquisition, including cash in hand, deposits held at call with bank.

3.12 Leases

Leases are accounted for in accordance with IAS 17 and IFRIC 4.

Leases in which a significant portion of the risks and rewards of owners te retained by

another party, the lessor, are classified as operating leases. Payriénts, in
made under operating leases (net of any incentives received from th sor)
income statement on a straight-line basis over the period of the

The leases entered into by Metro Bank are operating leases. T tal) payments made under

operating leases are charged to other operating expenses income statement on a straight-

3.13 Property, plant and equipment

Property, plant and equipme
or supply of goods or servi

e following annual rates in calculating depreciation:

Leasehold property lower of the remaining life of the lease or the useful life of
the asset
0%

Fixtures and fittings and 20%

equipment

Computer 20% - 33%

Depreciation rates, methods and the residual values underlying the calculation of depreciation of
items of property, plant and equipment are kept under review to take account of any change in
circumstances.
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3.14

When deciding on depreciation rates and methods, the principal factors Metro Bank takes into
account are the expected rate of technological developments and expected market requirements
for, and the expected pattern of usage of, the assets. When reviewing residual values, Metro
Bank estimates the amount that it would currently obtain for the disposal of the asset after
deducting the estimated cost of disposal if the asset were already of the age and condition
expected at the end of its useful economic life.

Gains and losses on disposals are determined by comparing the proceeds with the carrying
amount and are recognised in the income statement.

Intangible assets

Intangible assets are identifiable assets controlled by Metro Bank from which Metro Bank
expects to derive future economic benefits and which have no physical substance:

assets when the following criteria are met: o
° it is technically feasible to complete the software prodact so ‘th:
use;
° management intends to complete the software pro use'or sell it;

. there is an ability to use or sell the software pr

° it can be demonstrated how the software ct will/generate future economic benefits;

° the expenditure ensOftware product during its development can be
reliably measure

. Costs associated with maintaining computer software programmes are
pense as incurred.

Intangible assets are stated at cost less amortisation and provisions for impairment, if any, and
are amortised over their useful lives in a manner that reflects the pattern to which they
contribute to future cash flows, generally over 5-20 years. The useful life is reviewed annually
to determine whether events and circumstances continue to support the useful life assessment.

At each date of the statement of financial position, intangible assets are reviewed for indications
of impairment or changes in estimated future economic benefits. If such indications exist, the
intangible assets are analysed to assess whether their carrying amount is fully recoverable. An
impairment loss is recognised if the carrying amount exceeds the recoverable amount.

Metro Bank uses the following annual rates in calculating amortisation:
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3.15

3.16

Core banking software 5%

Significant banking software 10%

Other banking software 20%

Software licences Licence period
Customer Contracts 10%
Goodwill

Goodwill arises on the acquisition of subsidiaries and represents the excess of the consideration
transferred over Metro Bank’s interest in net fair value of the net identifiable assets, liabilities

and contingent liabilities of the acquiree and the fair value of the non-controlling interest in the

acquiree.

to each of the Cash Generating Units (CGU), or groups of CGUs, that i ed to)benefit
from the synergies of the combination. Each unit or group of fits to whi
allocated represents the lowest level within the entity at which the i onitored for
internal management purposes.

Impairment testing is performed at least annually, and whenever an indication that the

CGU may be impaired, by comparing the recoverable/ami of a CGU with its carrying

amount. The recoverable amount of an asset is the hi r value less cost to sell, and

the present value of the expected future cas a cash-generating unit. If the

recoverable amount is less than the camsying v ent loss is charged to the income

statement. Goodwill is stated at cost | cc mpairment losses. Any impairment is

recognised immediately as an expense t subsequently reversed.

Income tax

(a) Currentincome

“Current income mprises the expected tax payable or receivable on the taxable

income or lo

forward are set off against deferred tax liabilities carried in the statement of
financial position.

(b) eferred income tax

Deferred income tax is recognised in respect of temporary differences arising between
the tax bases of assets and liabilities and their carrying amounts in the Historical
Financial Information. Deferred income tax is determined using tax rates (and laws) that
have been enacted or substantially enacted by the date of the statement of financial
position and are expected to apply when the related deferred income tax asset is realised
or the deferred income tax liability is settled.

The principal differences arise from trading losses and depreciation of property, plant and
equipment.
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Deferred tax assets are recognised to the extent that it is probable that future taxable
profits will be available against which they can be used. Deferred tax assets are reviewed
at each reporting date and are reduced to the extent that it is no longer probable that the
related tax benefit will be realised.

3.17 Staff benefits

Metro Bank operates a defined contribution pension scheme. Metro Bank pays contributions to
colleagues’ individual personal pension plans on a contractual basis. Metro Bank has no further
payment obligations once the contributions have been paid. The contributions are recognised as
an expense when they are due.

3.18 Share capital

Incremental costs directly attributable to the issue of new shares are shown quity as a
deduction, net of tax, from the proceeds.

3.19 Critical accounting estimates and judgements PY
The preparation of Historical Financial Information in conformity wi S requires
management to make judgements, estimates and assumptio t the application of
and

ies reported amounts
gh stimates are based on

accounting policies and the reported amounts of assets and li
of income and expenses during the reporting period. Al

management’s best knowledge of the amount, actual results ultimately differ from those

estimates. Management believes that the underlying ¢ appropriate and that Metro
Bank’s Historical Financial Information there ese financial position and results

fairly.

complexity, or areas where assumptions
aficial Information are disclosed below.

(@)

the d d tax asset represents the future tax impact of carried
will reduce the payment of future tax. This element of the
management judgement in assessing its recoverability. At 31
Bank recognised a deferred tax asset of £46.4 million (31

counting standards permit the recognition of a deferred tax asset to the extent that it is
obable, more likely than not, that future taxable profits will be available to utilise the
tax losses carried forward. This assessment of future taxable profits involves significant
estimation uncertainty, principally relating to projections of future taxable income based
on business plans. These income projections include assumptions about the future
strategy of Metro Bank and its ability to deliver expected performance against
projections for new stores, deposit and loan growth, loan to deposit ratio, interest
margins and operating costs.

The directors are satisfied based on the progress of Metro Bank since launch, and the
detailed projections which include stress tested scenarios, that sufficient taxable profits
will be available to utilise the tax losses carried forward in full.
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(b)  Impairment losses on loans and advances

Individual impairment losses on loans and advances are calculated based on the
individual valuations of the underlying asset. Collective impairment losses on loans and
advances are calculated by applying an annualised charge to an emergence period for all
accounts not subject to an individual provision. These key assumptions are monitored
regularly to ensure the impairment allowance is entirely reflective of the current
portfolio. The accuracy of the impairment calculation would therefore be affected by
unanticipated changes to the economic situation and assumptions which differ from
actual outcomes.

() VAT receivable

fixed asset to which it relates. Some VAT (relating to taxabl

recoverable and a PESM is the mechanism by which thissfeco
with HMRC. A receivable is held on the balance repres
calculations of recoveries relating to prior period, ich ed to Metro Bank by

HMRC.

Operating segments

Metro Bank provides retail and corporate bank se S. Board considers the results of Metro

etro Bank and allocating resources. Accordingly,

omers-comprises of interest income from its retail and
corporate banking services, whi as £70.0 million in 2014 and £27.8 million in 2013.

Metro Bank operates solely in the U s such no geographical analysis is required.

Interest income

2014

(£°000)
(unaudited)

22,445 10,513
47,583 17,234

INterest iNCOME ..........cooooiiiiiiiiiii e 70,028 27,747

Interest expense

2014

(£°000)
(unaudited)

Interest on CUSTOMEr ACCOUNLS ......veviiiiiiiiiii i (15,777) (10,153)
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2014 2013

(£°000)
(unaudited)
Interest on repurchase agreCments ............coovvvreiieeirierenesese e (2,851) (966)
OFNET o (1,993) (396)
INEEIESt EXPEISE ...ttt bbbt nee s (20,621) (11,515)
Fee and commission income
2013
(£
ed)
[
Service charges and other fee INCOME ...........cocvvieieieieninn e S 3,706
Safe deposit DOX INCOME ......covererrieeiiieiie e . 3,167 1,699
ATM and interchange fees ..........ccoviviiiiiniiiie s 864 86
Fee and commission income..................cccccooovviieniecnniiiieeee e e . 16,076 5,491
Net gains on sale of investment securities
2014 2013
(£°000)
(unaudited)
Net gains on sale of investment 5,122 6,508
5,122 6,508
Other income
2014 2013
(£°000)
(unaudited)
3,832 1,865
1,010 1,438
Other INCOIME .......uvviiiiiiiiiiiiiiii bbb ararararaaaes 4,842 3,303
Operating expenses
2014 2013
(£°000)
(unaudited)
AT F2 N6 o101 £ SRR (55,000) (35,874)
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2014 2013

(£°000)
(unaudited)
OCCUPANCY EXPEIISE ..ovviiiiiiiiiie ittt s s (16,259) (11,710)
Information technology COSES ......ccoviviiiiiiiiiie e (11,019) (7,800)
MaATKEHNG COSES .vvuvvirierieriniiiriiesee e sre e e nne e nne s (3,468) (2,571)
Legal, regulatory and professional fees ..........ccovriiviinininiiiine (3,834) (2,023)
OthET EXPEINSES ..vivvirieriesrieiiesieesiee e e et e esr e sreesreenneene s (18,360) (15,674)
OPperating eXPENSES ..........cccoceeiieriiiiiiriiiiie e ettt (1 0) (75,652)
Staff costs
® 2013
(£°000)
(unaudited)
Wages and SAlAries .......ceevirierieiieeieeieeie e see g e e . 46,588 30,439
S0CIAl SECUTILY COSES ..uvrauririiiriiiriiesee it 4,997 3,371
Other PEenSION COSES ...vvivieriiriirieriierieeree e eee et eeee e 2,517 1,672
Equity settled share based payments 898 392
55,000 35,874
The average number of persons ye etro Bank in 2014 was 1,323 (2013: 878).
2014 2013
(£°000)
(unaudited)
917 628
406 250
1,323 878
The remuneration of the Directors of the company was:
2014 2013
(£°000)
(unaudited)
Emoluments (including benefits in Kind) ...........coovviviiiinininiiiiicece 1,387 1,282
Share based payment COSt ..........cuririiriiiiiiiininie s 292 180
Contributions to individual personal pension plans ...........cccocceveeeriververennne 64 60
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14

2014 2013

(£°000)
(unaudited)

1,743 1,522

During 2014 Metro Bank made contributions to individual personal pension plans in respect of 2
directors (2013: 2 directors).

The above amounts for remuneration include the following in respect of the highest paid director.

2 2013
(£
P ited)
EMOIUMENLS ..ottt 5 447
Share based PAYMENt COSt ......curuiriiiiiiieeiee it 152 91
Contributions to individual personal pension plan 41 39
608 577
Pension costs and commitments
Metro Bank operates a defined contribution ng r staff. Metro Bank made payments
amounting to £2,792,261 in 2014 (2013: £1, olleagues’ individual personal pension plans
during the year.
Loss on ordinary activities re ta
This is arrived at after charging/(cre
2014 2013
(£°000)
(unaudited)
11,420 7,986
379 22
372 191
60 45
For taX COMPLIANCE SEIVICES .vvvvriverrirerieerieaieaeesseesteesteesiesseesreesreesseeseeeneeanes 91 31
FOr tax adviSOTy SETVICES......coiiiiiiiiiiiieie it 61 30
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15 Taxation

2014 2013
(£°000)
(unaudited)

Current tax:
UK COTPOTAtION TAX ©vvvverieeveireiieesieesreesreesreene s e sreesneenneene e sneenneenneens — —
Adjustment in respect Of Prior YEAIS .......occvvcviireiierieiiiese s — —
Total CUrrent taAX.........cociiiiiiiiii e — —
Deferred tax:
CUITENE YEAT .vveiitieeiie ettt e ettt ettt s tb e e ie e e st bt e ssr e e s bbeessneesbneesnneesbbeennneee 10,750 12,048
Adjustment in resSpect Of PIiOr YEALS .....cccveivirierieeiee e e nreens ) (1,047)
Total deferred taxation ..................ccooeveei i . 11,001
RO Y T 1 0 (1) | DT ,789 11,001

Total tax paid in relation to income during 2014 was £nil (20 A deferred tax asset must be

regarded as recoverable and therefore recognised only whe of all available evidence, it

can be regarded as more likely than not there will be sui ta its from which the future of the
underlying timing differences can be deductgd. The ety of the deferred tax asset recognised by
Metro Bank is expected to be recovered after more,tha S.

Analysis of deferred tax balance

2014 2013
(£°000)
(unaudited)
Losses carried forward (2013: 20% tax rate) ......c.ceevververnenns 46,134 36,715
Capital AllOWANCES s v Sl n v 275 96)
.......................................................... 46,409 36,619
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The movement in deferred tax assets and liabilities during the year, without taking into consideration
the offsetting of balances within the same tax jurisdiction, is as follows:

Unused tax Intangible
losses assets
(£°000)
(unaudited)
2014
ASSEES ..o
LAaDILItIes ...oooeiiiiiiiiiiiic e
At 1 JANUATY oo
INCOME STALEIMENL ...ii i
At 31 DECEIMDET ...iivvviiiiec ettt aa s ®
2013
G N Y= T TP 36,734
LAADIIEIES .vvveiiiieiee ettt e e saae e (115)
At 1 JANUATY oo 25,505 —
Acquisition of subsidiary 233 (120)
Income Statement............ccoeeveeiiiieeeescinneesnnen. 10,996 5
At 31 December.......cccoccvveiiiiiee e 36,734 (115)
Loans and advances to cust rs
Total loans and advances to c mers
2014 2013
(£°000)
(unaudited)
1,595,785 754,340
(5,439) (3,282)
1,590,346 751,058
97,264 15,336
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Credit quality of loans and advances to customers and banks

2014

Loans and Loans and

advances to advance to

customers banks

(£°000)
(unaudited)

Neither past due or iMPAIred .........coocverierienieiiee e 1,537,128 35,040
Past due but not iIMPAIred.........c.ovivereereerieie e 54,897 —

Individually Impaired.........ccocevveriiiiiiii e

.............................................................................................................. 35,040
35,040
(2,821) —
(2,618) —
(5,439) —
2013
Loans and Loans and
advances to advance to
customers banks
(£°000)
(unaudited)
Neither past due or impaire@ ... 50 e 701,588 24,205
49,227 —
3,525 —
754,340 24,205
(3,282) —
751,058 24,205
Individually impaired (1,970) —
Portfolio IMPaired .........ccovveiieieii e (1,312) —
TOAL. ..o (3,282) —
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Movement in allowances for impairment

2014 2013
(£°000)
(unaudited)
Allowance for impairment at 1 JAnUAry ........c.ccocvevvererininisinieeieeseennes (3,282) (377)
Acquisition Of SUDSIAIATY .....ccvviiiiiiiiiiiie e — (1,879)
Reversal of IMPairment..........coovvieeieeienii e 15 —
Increase in impairment alloWance...........cccoovviiiiinieiiicie e 2,172) (1,026)
Allowance for impairment at 31 December ..........c.ccevverviniiiiiiiscneeniens 9) (3,282)

Further information about the credit quality of our loans is included in Note 30.

Past due but not impaired

Late processing and other administrative delays on the side of the bortewer ca d to a financial asset
being past due but not impaired. Therefore, loans and advances le n 90 s past due are not

usually considered impaired, unless other information is availab ind1 e contrary. Loans and

advances over 90 days past due may not be considered impai delays do not relate to credit

issues. Gross amount of loans and advances by class to cust re past due but not impaired

were as follows:

31 December 2014

(£°000)
(unaudited)

Mortgages Corporate Total

£000
Past due <30 days.............. 8,010 38,402 46,412
Past due 31-60 days ... AL ........ e eeieeeee e — 1,500 1,500
Past due 61-90 daySam.. . ...t vveerirriieiee — 1,744 1,744
Over 90 days .. £ il — 5,241 5,241
.................................................... 8,010 46,887 54,897

31 December 2013

(£°000)
(unaudited)

Mortgages Corporate Total

£000
Past due 30-60 days .......ccccovrvvririenirceeeeee s 17,237 18,734 35,971
Past due 61-90 days .......ccccovvrirrenirreeeeeee s 2,915 1,073 3,988
OVEr 90 days ....cooveriiiriiiiieiece e — 6,173 6,173
TOtAL ..o 20,152 25,980 46,132
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Loans and advances to customers by category

2014 2013
(£°000)
(unaudited)
Individual (retail customers):
—OVEIATALt ... eieciec e 26,812 10,379
L (¢ LA o) (s ORI PPPP 5,859 4,225
el L= 500 1 (0 14 LSOO PPPP , 6,863
— MOTEZAZES ..evivieiiie i 825,13 370,495
Corporate:
— OVEIATAft ... oeeiiec e e . @ 6,808
— Credit CardS .....ooiiiiiii . 071 330
L5 51110 [0 1 TSR BRSRRSPRRRRY 4. 19,471 304,956
— INVOoIce fINANCE......cceeiiiiii i - .. 48,993 45,049
— ASSEt fINANCE ...veiiiieiiec e 30,489 5,235
Total 10ans t0 CUSTOMET ......ccvvvieeereeeeiriee e et e 1,595,785 754,340
Investment securities
Level 1 Level 2 Total
(£°000)
(unaudited)
Fair values of investment securitie t fair value
(recurring fair value me nt)
As at 31 December 2
for sale ......cooovviriinnnn, 241,127 1,063,283 1,304,410
~available for sale ............ccveeunennnn 214,168 482,266 696,434

ion of a financial instrument is based on the lowest level input that is significant to the
fair value measurement in its entirety. The two levels of the fair value hierarchy are defined below.

Quoted market prices — Level 1

Financial instruments are classified as Level 1 if their value is observable in an active market. Such
instruments are valued by reference to unadjusted quoted prices for identical assets or liabilities in
active markets where the quoted price is readily available, and the price represents actual and regularly
occurring market transactions on an arm’s length basis. An active market is one in which transactions
occur with sufficient volume and frequency to provide pricing information on an ongoing basis.
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Valuation technique using observable inputs — Level 2

Inputs other than quoted prices included within Level 1 that are observable for the asset, either directly
(as prices) or indirectly (derived from prices).

Reclassifications between categories

On 1 January 2014, £215.6 million of financial assets classified as available for sale were reclassified
as held to maturity following the end of a prior tainting period. The carrying amount (including accrued
interest) and fair value of the assets at 1 January 2014 and 31 December 2014 were as follows:

Carrying

amount Fair value

At1Jan 2004 ..o

215,580

At31Dec 2004 ... 217,331

No fair value gain or loss was recognised with respect to the reclassi assets in 2014; had these

hav en recognised in other
assets reclassified to held to
maturity at 1 January 2014 and 31 December 2014 ran
expected to be recoverable.

No financial investments were classified as he i 31 December 2013. At 31 December
i ere as follows:

Carrying
amount Fair value
(£°000)
(unaudited)
At31Dec 2014 ... B e 307,041 313,851
At 31 Dec 2013 ............................................................................ — —
tangible assets
Customer
Goodwill contracts Software Total
(£°000)
(unaudited)
2013
Cost or valuation
1January 2013 ..o — — 12,902 12,902
P Ao [0 1) (o] S — — 9,483 9,483
Acquisition of subsidiary ..........cccocveevrennnns 4,140 600 — 4,740
31 December 2013 .........ccoveeveeiieeeeee 4,140 600 22,385 27,125
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Customer

Goodwill contracts Software Total
(£°000)
(unaudited)

Amortisation
1January 2013 ..o — — 1,957 1,957
Charge for the year.........ccccovevveirciinienns — 25 1,313 1,338
31 December 2013 ......ccooceerreeceeeeeeas — 25 3,270 3,295
Net book value.........cccovviiiiinnnie, 4,140 575 15 23,830
2014
Cost or valuation @
1January 2014 ..ot 4,140 600 5 27,125
AdAItioNS.......oeeeveiciice e — 12,934 12,934
31 December 2014 ......cooveevreeeecieeeeas 4,140 "6 35,319 40,059
Amortisation
1January 2014 ..ot 25 3,270 3,295
Charge for the year.........ccccoeeevieiiinieninnas 60 2,035 2,095
31 December 2014 .......ccocevveineinieiene 85 5,305 5,390
Net book value...........c.coovvecienne, 515 30,014 34,669

Intangible assets are amortised 1 economic lives. The useful life is reviewed annually to

determine whether events ces continue to support the useful life assessment. Any

x cash flow projections based on financial budgets and plans approved by management
covering a five-year period and a discount rate of 14.3% Cash flows beyond the five-year period are
extrapolated using a growth rate of 3% The discount rate and growth rate are consistent with external
sources of information reviewed by management. Based on these assumptions, the recoverable amount
exceeded the carrying amount including goodwill by a significant amount. Management believes that
any reasonably possible change in the key assumptions above would not cause the recoverable amount
of SME Invoice Finance to fall below the balance sheet carrying value.
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19 Property, plant and equipment

Cost or valuation

1January 2013........ccvviiiii
Acquisition of subsidiary
AAITIONS ..o
31 December 2013..........cccovvviiiiies

Depreciation

1 January 2013

Charge for the year ........ccocovevvvvveivscnneieenn,
31 December 2013.........cccvviiiiiniine

Net book value ........cccccoevviviieiiicinceceene,

Cost or valuation
1January 2014........ccoovvviiiiiiiins
AAAItIONS ...
31 December 2014

Depreciation

20 Future capital expenditure

Fixtures

Leasehold fittings and
property Land  equipment  cComputers Total

(£°000)
(unaudited)

44,202 0 6,395 11,918 62,515
6 0 8 53 67
40,292 8,273 4,634 5,895 59,094
84,500 8,273 11,037 866 121,676
3,337 0 o 1,56 34 9,436
3,340 0 4,106 8,954
6,677 0 3,07 8,640 18,390
77,823 4 9,226 103,286
Leasehold Fixtures Computers Total

roperty fittings and

equipment

(£°000)
(unaudited)

8,273 11,037 17,866 121,676
— 1,543 4,966 41,036
119,027 8,273 12,580 22,832 162,712
6,678 — 3,073 8,640 18,391
4,520 — 1,996 5,610 12,126
11,198 — 5,069 14,250 30,517
107,829 8,273 7,511 8,582 132,195

At 31 December 2014 there was £14.1 million capital expenditure authorised but not contracted for or
contracted but not provided for (31 December 2013: £4.9 million).
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Prepayments and accrued income

Prepayments.........ccccovviiiiiiiiiii
ACCTUC INCOME ..ttt
VAT 1€CIVADIC .....cvviiiiii i
OthEr @SSEES .euveiieiiieeiiie st ettt ettt see e

Prepayments and accrued income .................ccooeviiiiiennennn

Other assets

CUITeNnt POTTION...cevveivieriereeieeiie e

Non-current portion

Other liabilities

Called up share capital

A Ordinary shares

2014 2013
(£°000)
(unaudited)
7,878 3,342
5,295 1,285
5,281 3,297
429 356
183883 8,280
1 ember
4 2013
(£°000)
(unaudited)
6,070 4,563
7,591 2,974
13,661 7,537
7,654 2,927
6,007 4,610

31 December

2014 2013
(£°000)
(unaudited)
1,895 2,988
5,467 4,697
27,343 21,214
14,140 723
48,845 29,622

As at 31 December 2014, the Company had issued 59.2m A Ordinary shares of 0.0001 pence. In
January 2014, the Company issued 7.69 million A Ordinary shares, for net consideration of £98.8

million. Related transaction costs of £1.16 million have been deducted from equity during the year.
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As at 31 December 2013, the Company had issued 51,515,384 A Ordinary shares of 0.0001 pence.
During the year, the Company issued 22.12 million A Ordinary shares, for net consideration of £284.30
million. Related transaction costs of £2.44 million have been deducted from equity during the year.

B Ordinary shares
As at 31 December 2014 and 31 December 2013, the bank had issued 1 million B Ordinary shares of
0.0001 pence to staff and non-executive directors.

B Ordinary Shares are part of the Company’s long term incentive arrangements and give certain
colleagues and non-executive Directors the opportunity to share in the value of Metro Bank to the
extent that the value of Metro Bank at the time of a realisation event (being a quotation, sale or
takeover offer) exceeds the hurdle price. The hurdle price is the initial placing proceeds of £75 million

accordance with the Articles from time to time).

If the hurdle price is met at the time of a realisation event, the B Ordinar).ohares v
of Metro Bank in excess of the Hurdle Price on a pro rata basis with the i

Share (following the

conversion of some of the B Ordinary Shares into Deferred e hurdle price is not met at

the time of a realisation event, the B Ordinary Shares
value.

31 December
2014 2013
(£°000)
(unaudited)

Called up ordinary share capi fully paid
At beginning of year

Issued ....ocoovvevvieeiininnns

At end of year ..,

31 December

2014 2013
(£°000)
(unaudited)
Share premium account
At beginning Of YEAT .......ccvvviriiiic e 530,463 246,155
ISSUCA 1.ttt 98,841 284,308
At end of YEAT ........ocviiiiiiiic 629,304 530,463

Share options

Metro Bank offers share options to directors and colleagues. The exercise price of the granted options
is equal to the estimated market price of the shares at the date of the grant. Options generally vest over
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five years (although some earlier grants vested over three years) and have a contractual option term of
ten years. Share options acquired via ‘exchange’ of some or all of the cash element of variable reward,
vest immediately. Metro Bank has no legal or constructive obligation to repurchase or settle the options
in cash.

Movements in the number of share options outstanding are as follows (rounded to the nearest
thousand):

2014 2013
(unaudited)
Weighted Weighted
average average exercise

Number of exercise price price
share options (E) (£)
At 1 January 644,000 10.9 9.7
Granted........ccceevieeiiireciece e 907,000 13. 12.0
LaPSE .. (59,000) 125 9.9
At 31 DECEMDEN......ooviririrrriiercreiee 1,492,000 2. 10.9
Share options outstanding at the end of 2014 were as follows:
Expiry Exercise price u esting period  Vesting period Ends
07-OCt-21 ..ot £Q. 91,0 Three years 07-Oct-14
31-0OCt-22 ...t ( ,000 Three years 31-Oct-15
T1-NOV-23 .o f 316,000 Five years 11-Nov-18
21-Mar-24 .....ccccooevvevevveeeneeee e 98,000 Immediate N/A
31-0Ct-24 ..o ! 782,000 Five years 31-0ct-19
98,000 share options w 1 March 2014 at a price of £13.00 per share and expire on 21
March 2024. The fair va options is determined by using the Black-Scholes valuation model.
inputs in model were the exercise price of £13.00, volatility of expected share
tion life as disclosed above, a dividend yield of 0% and annual risk-free
% The volatility, measured at the standard deviation of expected share price returns,
ased on statistical analysis of the share prices of other High Street banks.
tions were granted on 31 October 2014 at a price of £13.50 per share and expire on 31
. The significant inputs into the model were the exercise price of £13.50, volatility of
expected share price returns of 33%, option life as disclosed above, a dividend yield of 0% and annual
risk-free interest rate of 1.12% The volatility, measured at the standard deviation of expected share
price returns, is based on statistical analysis of the share prices of other High Street banks.
Share options outstanding at the end of 2013 were as follows:
Expiry Exercise price Number  Vesting period  Vesting period Ends
07-OCt-21 ... £9.00 91,000 Three years 07-Oct-14
31-OCt-22 ..ot £10.00 205,000 Three years 31-Oct-15
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Expiry Exercise price Number  Vesting period  Vesting period Ends

11-NOV-23 ..ot £12.00 316,000 Five years 11-Nov-18
Expiry Exercise price Number Vesting period  Vesting period Ends
07-0OCt-21 ... £9.00 91,000 Three years 07-Oct-14
31-0OCt-22 ... £10.00 205,000 Three years 31-Oct-15
T1-NOV-23 ..o £12.00 316,000 Five years 11-Nov-18
21-Mar-24 ... £13.00 98,000 Immediate N/A
31-0Ct-24 ..o £13.50 782,000 Five years 31-0ct-19

316,000 share options were granted on 11 November 2013 at a price of £12.00 pé d expire on
Scholes valuation model and was £1.6 million (2012: £0.6 million
model were share prices of £12.00, the exercise price shown above,

returns of 46%, option life as disclosed above, a dividend yield o, an 1 risk-free interest rate

of 1.24% The volatility, measured at the standard deviation of,eXpec are price returns, is based on

model and was £2.1 million (2013: £1.6 milli

The weighted average life of share options o g af 31 December 2014 was 9.1 years (2013: 9.4

years).
Reconciliation of movements)in retai arnings
2014 2013
(£°000)
(unaudited)
........................................................................... (122,298) (77,863)
............................................................................. (39,082) (44,435)
.......................................................................................... (161,380) (122,298)

mmitments

At 31 December 2014, Metro Bank had irrevocable undrawn loan facilities granted to retail and
commercial customers of £147.8 million (2013: £144.2 million).

In addition Metro Bank has, as part of its retail and commercial operations, commitments of £101.4
million (2013: £42.6 million) in respect of credit card and overdraft facilities. These commitments
represent agreements to lend in the future, subject to certain conditions. Such commitments are
cancellable by the bank, subject to notice requirements and given their nature are not expected to be
drawn down to the full level of exposure.
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29

30

Leasing commitments

Metro Bank leases various offices and stores under non-cancellable operating lease arrangements. The
leases have various terms, escalation, renewal and rights. At the balance sheet date, future minimum
payments under operating leases relating to land and buildings were as follows:

2014 2013
(£°000)
(unaudited)
Amounts falling due:
WIhiN ONE YEAT ....cviiviiiiiiiiieiis it 9,953
Between one and fiVe YEars ......coovvveieeiiiiniieseeseeee e 39,027

ATIET TIVE YEATS ..vviviiiiiiii st 216,306 126,075

TOAL ...t 175,055
[ -

Financial instruments

Metro Bank’s financial instruments primarily comprise customer depo loan’s to customers, cash

f the"bank’s normal operations.
Metro Bank does not enter transactions for speculative purp are no instruments held for
trading. From time to time, Metro Bank may use interes

of its interest rate risk.

The main risks arising from Metro Bank’s fi ial ents are credit risk, liquidity risk and
market risks (price and interest rate risk).

Credit risk

Credit risk is the risk of finan
instrument fails to meet its contrac

oss to Metro Bank if a customer or counterparty to a financial
igations, and arises principally from Metro Bank’s loans and

ishing the authorisation structure for the approval and renewal of credit facilities.

° Limiting concentrations of exposure to counterparties and industries (for loans and advances
and similar exposures) and by issuer, credit rating bans and market liquidity (for investment
securities).

For details about our loans and advances to customers and the allowance for impairment/loss held by
Metro Bank against those assets, please refer to note 16.

Metro Bank invests in high quality liquid debt instruments as required by Metro Bank’s Treasury
Instruments and Dealing Policy. The analysis below details the credit rating of the securities as at
December 2014 and 31 December 2013. No allowance for impairment or loss was held against any of
these assets at 31 December 2014 or 31 December 2013.
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31 December

2014 2013
(£°000)
(unaudited)

Credit Rating
AAA e 1,036,477 377,804
AA-T0 AAT (e 273,235 247,410
A= 10 At bbb 143,847 45,874
LOWET than A- ..o e e e e e 157,892 25,346
TOAL ..ottt 696,434
Metro Bank has pledged £574.6 million (2013: £315.9 million) of ‘A/AA urities as
encumbered collateral which can be called upon in the event of default. £55 illi fassets (2013:
£313.6 million) are pledged to the Bank of England through the ban ticipation in the Funding for
Lending Scheme (“FLS”) to support the £465.4 million T-bills it h from the scheme.
The remaining £23.5 million (comprised of Gilts) are pledged with,mar icipants in the form of
repo.

outstanding to eliminate effects of @ver-collate

risk exposure of Metro Bank and effect

Maximum
Exposure Collateral Net exposure
(£°000)
(unaudited)

35,040 — 35,040
881,144 (825,135) 56,009
714,641 (654,132) 60,509
Investment securities (N0te 17) .....ccocevverreeneiieiieiniennenn, 1,611,451 — 1,611,451
Other assets (NOLE 22)....cvuueerivierieeiiiiesiee e 13,661 — 13,661
3,255,937 (1,479,267) 1,776,670

Credit risk exposures relating to off-balance sheet items

are as follows:

Loan commitments and other credit related obligations ... 249,216 — 249,216
Total.......oooo 3,505,153 (1,479,267) 2,025,886
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Maximum Collateral Net exposure

Exposure

At 31 December 2013 (£°000)
(unaudited)

Loans and advances to banks ..........cccevvvveeiiiiiiiiiiieneceniinns 24,205 — 24,205
Loans and advances to customers:
- Loans to individuals (note 16) ........ccccevvviviveniieiiieninnns 391,962 (312,235) 79,727
- Loans to corporate entities (note 16) .......ccccoeerviirennns 362,378 (243,361) 119,017
Investment securities (NOte 17) ..oovvvvvvveiniiienieeniie e, 696,434 — 696,434
Other assets (NOLE 22)......cvveierieriinrire e 11,800 11,800
Total.....oooouiii 1,486,779 (555,59 931,183
Credit risk exposures relating to off-balance sheet items
are as follows: 4
Loan commitments and other credit related obligations ... 193,43 — 193,434
Total....c.ooiuinii 1,68 ) 55,596) 1,124,617
As shown above, 47 per cent (2013: 51%) of the total maxi exposure is derived from loans and
advances to banks and customers, and 46% (2013: 469 res imvestments in high quality debt

securities.

Residential mortgage lending

The table below stratifies credit ex
loan-to-value (LTV) ratio. LTV i
the collateral. The gross amo
excludes any adjustments for
residential mortgage loans is based e collateral value at origination updated based on changes in
house price indices.

31 December

2014 2013
(£°000)

(unaudited)
314,059 86,308
415,848 157,222
95,228 126,965
O1-T00%0. ...t — —
MOTe than 100%0......ccvriiieieiiiii i — —
TOtAL.......ooiiiiii 825,135 370,495
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Loans and advances to corporate customers

The general credit worthiness of a corporate customer tends to be the most relevant indicator of credit
quality of a loan extended to it. However, collateral provides additional security and Metro Bank
generally requests that corporate borrowers provide it. Metro Bank may take collateral in the form of a
first charge over real estate, floating charges over all corporate assets and other liens and guarantees.

Metro Bank monitors concentrations of credit risk by industry sector for commercial term exposure.
Metro Bank risk appetite is set at the beginning of every year and monitored as part of the Board

committee.
2014 2013
Gross balance Concentration Gross balance Concentration
(£°000) % (£°000) %
(unaudited)

Real estate (develop, buy and sell) ................. 340,630 55% 59%
Legal, Accountancy & Consultancy ............... 68,015 11% [ 3%
Health & Social Work .........c.ccceveiviveiiinenn, 53,065 9% 5%
HOSPItAlItY ..o 39,749 6% 9%
Investment & Unit Trusts ........cc.cooeevrrinninnnn 23,052 49 0%
REtal ..o 13,461 2% 11,243 4%
Real estate (management of)...........ccccceevnene. 8,575 % 1,047 0%
Recreation, cultural & sport............ccoceeevenne. 6,7 1 3,806 1%
CONSEIUCTION ...ocvviviiiecreccce e 8, 1% 6,984 2%
EdUCALION......ccviviiciiecee s 8 1% 2,744 1%
Other ... . 53, 9% 49,153 16%
At 31 December ..ol 71 100% 304,956 100%

Management is confident in its abilifyto continue to control and sustain minimal exposure of credit

risk to Metro Bank resulti both jits loans and advances portfolio and debt securities based on the
following:
° 64% (201 0 ebt securities are AAA rated and 17% (2013: 35%) are AA rated,;

Liquidity risk is the risk that Metro Bank will encounter difficulty in meeting obligations associated
with its financial liabilities that are settled by delivering cash or another financial asset.

Metro Bank’s board of directors sets Metro Bank’s risk appetite and policy for managing liquidity risk
and delegates responsibility for oversight of the implementation of this policy to the Asset and Liability
Management Committee (ALCO). The treasury function manages Metro Bank’s liquidity position on a
day-to-day basis under the oversight of the CFO and ALCO. Metro Bank’s approach is to ensure that it
can meet payments as they fall due — both in normal conditions and in the event of a severe liquidity
stress, and that it can survive a severe liquidity stress event and continue as a going concern. The key
elements of Metro Bank’s liquidity strategy are as follows:

142



° Building a franchise that has a stable deposit funding base, free of short term unsecured
wholesale funding;

° Maintaining, at all times, a stock of liquid assets that are of sufficient quality and quantity so as
to be able to withstand these liquidity stress scenarios;

. Monitoring liquidity risk exposures on an ongoing basis under a variety of market wide and
idiosyncratic liquidity stress scenarios; and

. Maintaining a diversified funding base.

Expected maturity dates of Metro Bank’s financial instruments do not differ significantly from the
contract dates except for retail deposits. These are repayable on demand or at short notice on a
for Metro
business

contractual basis. In practice, however, these instruments provide long term stable
Bank’s operations and liquidity needs because of the stable deposit nature of Metro Ba

model.

The tables below set out the maturity structure of Metro Bank’s @hancia ts, which
categorises liabilities by their earliest possible contractual maturity d this rs from the
behavioural maturity characteristics of the deposit base in both norm: d str onditions, as the

behavioural maturity is much longer than the contractual maturity.

N
Repayable Upto3 Over 5 contractuacl)
on demand months  3-6 months years maturity Total
naudited)
Cash and balances at central
180,630 — — — — — 180,630
35,040 — — — — — 35,040
81,778 155,845 1,076,924 312,266 53,250 1,815,301
— 6,669 80,473 1,321,792 327,844 — 1,755,051
Total financial assets ........... 215,670v 88,447 236,318 2,398,716 640,110 53,250 3,786,022
Other assets ..........cccevrrrinnns — — — — — —
Total assets 15,670 153,511 88,447 236,318 2,398,716 640,110 53,250 3,786,022
Customer accounts............ 78) ~ (1,663,068) (107,496) (257,616) (91,552) — (20,298)  (2,872,308)
Repurchase agreements'......... — (205,803) (40,179) (26,935) — — — (272,917)
(732,278)  (1,868,871) (147,675) (284,551) (91,552) — (20,298)  (3,145,225)
(732,278)  (1,868,871) (147,675) (284,551) (91,552) — (20,298)  (3,145,225)
Cumulative liquidity gap..... (516,608)  (2,231,968)  (2,291,196)  (2,339,429) (32,265) 607,845 — —
31 December 2013
No
Repayable Upto3 6-12 Over5  contractual
on demand months  3-6 months months 1-5 years years maturity Total
(£°000)
(unaudited)
Cash and balances at central
Banks ... 231,496 — — — — — 7,483 238,979
Loans to banks..........c..cc.cev... 24,205 — — — — — — 24,205

143



32

31 December 2013

Repayable Upto3 6-12 Over 5 contracttrj\la(:
on demand months  3-6 months months 1-5 years years maturity Total
(£°000)
(unaudited)
Loans t0 CUStOMers................ 23,615 80,854 32,574 56,530 395,985 164,782 (3.282) 751,058
INVEStMENtS .....oooorrereveens — 301 4,749 34,374 487,065 169,945 — 696,434
Total financial assets ........... 279,316 81,155 37,323 90,904 883,050 334,727 4,201 1,710,676
Other aSSets ...........cccccorrr.ee — — — — — — 179,552 179,552
Total aSSetS....vvvvvrrreresrrvvrnnn 279,316 81,155 37,323 90,904 883,050 334,727 183,753 1,890,228
Customer accounts............... (909,627)  (110,393) (55.824)  (169,980) (69,565) — (1,315,389)
Repurchase agreements ......... — (34,890) (54,193) (54,733) — (143,816)
Other liabilities — — — — (29,622)
Total financial liabilities..... (909.627)  (145283)  (110017)  (224713)  (69,565) " (1.488.827)
Capital ..., — — — ‘: (401,401)
Total liabilities ................ (909,627)  (145283)  (110017)  (224713) (69,565) " (1,890,228)
Cumulative liquidity gap.... (630,311)  (694,439)  (767,133)  (900,942) (87,45 —
Market risk
Market risk is the risk that changes in market prices, such ates or prices of investment
securities, will affect Metro Bank’s income or the valu its gs of financial instruments. The
objective of Metro Bank’s market risk management gy\)is $0 manage and control market risk
exposures within acceptable parameters to M Ba solvency while optimising the return
on risk.
Investment price risk
Metro Bank does not undertal activities and holds only high grade investment
securities which have been approved by A ’ Management monitors exposures to investment price
risk on a regular basis. Movements minvestiment value are monitored on a regular basis. In the event of
a material detrimental mo i the value or the credit quality of an asset, ALCO is advised
and it will decide whet ispose of the asset.
Changes in the assets classified as available for sale are taken to the other
comprehensive fincome; and’ under CRD 1V directly reduce Metro Bank’s capital resources where
negative. “The table below is a projection of the impact on the market value of available for sale
i eld at 31 December, 2014 and 2013, of a plus and minus 1.00% and 2.00%
e yield curve (disregarding any interest rate floors). Stressed fair values are calculated
methodology as Metro Bank uses for calculating current fair values on its available for
sa ents. Sensitivity analysis is performed only for the fixed rate assets in the available for sale
portfolio; floating rate assets are excluded as they are unaffected by changes in the yield curve.
200bp 100bp 100bp 200bp
decrease decrease increase increase
(£°000)
(unaudited)
Sensitivity of prices of investment
securities to changes in yield curves
At 31 December 2014 ........cccoovveriiciiieennn 15,176 10,659 (10,821) (21,202)
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200bp 100bp 100bp 200bp

decrease decrease increase increase
(£°000)
Sensitivity of prices of investment
securities to changes in yield curves
At 31 December 2013 .......ccccooiiiieeniieene 22,674 12,071 (11,752) (22,911)

Interest rate risk
Metro Bank is exposed to the risk of loss from fluctuations in the future cash flows or fair values of
financial instruments because of a change in market interest rates. Interest rate risk is managed

principally through monitoring interest rate gaps which arise due to differences in time of the interest

rate repricing of its financial instrument assets and liabilities. Metro Bank manag
matching the timing of the interest rate repricing to within Metro Bank’s interest rate r petite.

Metro Bank seeks to do so primarily through the use of natural hedges, but may us ivative this
purpose from time-to-time. o

Metro Bank manages this risk within limits set and approved by the Boar e li re monitored
daily by Risk, reported monthly to the ALCO, and noted by the Ri versi mmittee and the
Board.

income (NII). MVoE shall not
aneous symmetrical parallel

Limits are set for the market value of equity (MVoE) and ne
drop more than £6m based on the worse of a +200bp or -

shock to interest rates, and one-year NII shall not drop an based on the same shock.

3 s between LIBOR and the Bank of England
Base Rate. An increase in LIBOR of 83bps or asdecte ps, each relative to the Base Rate, must

A positive interest rate sensitivj ore assets than liabilities reprice during a given
period. A positive gap position it net interest income in an environment where interest
rates are rising; however, the effect”will depend on a number of factors including actual

repayment dates and interes

200bp
decrease
200bp (floored at
increase zero)
(£°000)
(unaudited)
Sensitivity of market value of equity to interest rate movements
2014
AL 31 DECEMDET ..evviiiiieiiie ettt ae e 161 5,657
Average for the Year.........ccovvviiiciiiiiii (3,159) 7,182
Maximum fOr the YEar.........ccvviiiiriie e e 1,551 12,335
Minimum for the Year ........ccoceviiiiiiiiiie (5,608) 4,987
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200bp

decrease
200bp (floored at
increase Zero)
(£°000)
(unaudited)
2013
At 31 DECEMDET cccciiviiiiiieeeeeee e 11,170 3,628
Average for the Year.......ccoooviiiiiii e 609 9,399
Maximum fOr the YEar........cccveviriiiiiiie s 70 13,786
Minimum for the Year .........ccovvviiieiie e @3, 3,628
Large values at December 2013 year-end were due to the share issue.
@
Sensitivity of projected net interest income to parallel interest rate
shock for a one-year forecasting period
2014
At 31 DECEIMDET ...ttt sttt st e (1,830) (40)
Average for the Year........cooe e (1,667) 4,689
Maximum for the year (900) 9,160
Minimum for the year (2,630) (440)
2013
At 31 December .........cccevurunene. 8,170 (2,160)
Average for the year................. - 4,604 (1,370)
Maximum for the year 8,170 (1,070)
Minimum for the year LBl ........ 5 e 3,300 (2,160)
+83bps -29bps
LIBOR vs LIBOR vs
BBR BBR
(£°000)
(unaudited)
Sensitivity of projected one-year net interest income to movements in
the spread from Bank Base Rate to LIBOR
2014 o
At 31 DECEIMDET ...ttt b e see e 5,060 (1,750)
Average for the Year.........ccovvviiiciiiiiii 3,229 (1,119)
Maximum fOr the YEaT........ccicieieriiieri i 5,060 (750)
Minimum for the Year .........ccviiiiiiiie et 2,160 (1,750)
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+83bps -29bps
LIBOR vs LIBOR vs

BBR BBR
(£°000)
(unaudited)
2013*
At 31 DECEIMDET ...ttt 1,400 (480)
Average for the YEar.......ccooovv i 1,036 (360)
Maximum fOr the YEaT........ccccveiiiriiiiiiiiecee s 1,400 (260)
Minimum for the Year .........ccovvviiieiie e 0 (480)
*Metro Bank began to calculate this projection in August 2013 and results are repo m thepon.
Interest rate movements affect reported equity in the following ways:
- Retained earnings - increases or decreases in net interest income in alues of derivatives
reported in profit or loss.
Fair value of financial instruments
The fair values of financial instruments are based on here available, or are estimated
using other valuation techniques. Where theygzare sho in natare or re-price frequently, fair value
approximates to carrying value. Apart fro tm ies all other assets and liabilities are
deemed to have a fair value hierarchy of leve el 3 1s defined as — inputs for the asset or liability
that are not based on observable@imarket ervable inputs). This level includes equity
investments and debt instrumen th ifice servable components.
Fair value - valuation techniques
With
Quoted Using significant
market observable  unobservable
Carrying price Level inputs Level inputs Level Total fair
value 1 2 3 value
(£°000)
(unaudited)
180,630 — — 180,630 180,630
35,040 — — 35,040 35,040
1,590,346 — — 1,588,309 1,588,309
Investment securities (Note 17) ........ccocevevrnne 1,611,451 417,332 1,201,017 — 1,618,349
LiabilitieS. ..o
Deposits from CUStOMErS ........ccccovvecvrerierieennn. 2,866,631 — — 2,866,631 2,866,631
Repurchase agreements ..........ccccooveevverereennn. 282,544 — — 282,544 282,544

31 December 2013

Assets
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Fair value - valuation techniques

With
Quoted Using significant
market observable  unobservable
Carrying price Level inputs Level inputs Level Total fair
value 1 2 3 value
(£°000)
(unaudited)
Cash and balances with the Bank of England .. 238,979 — — 238,979 238,979
Loans and advances to banks.............cc.cccucveane. 24,205 — — 24,205 24,205
Loan and advances to customers ..................... 751,058 — — 750,001 750,001
Investment securities (Note 17) ........ccocevevennne 696,434 214,168 482,266 — 696,434
Liabilities
Deposits from CUStOMErS ........ccccoevevvrrrieeernnnn, 1,315,389 — o ,050 1,298,050
Repurchase agreements ............ccceevevevrerirerinenns 143,816 — — 143,620 143,620
Information on how fair values are calculated for the financial ts andhliabilities noted above are
explained below:
(@)  Cash and balances with the Bank of England/Loan to banks
Fair value is calculated based on the present of future principal and interest cash flows,
discounted at the market rate of interest eb et date.
(b)  Loans and advances to customers
Fair value is calculated e alue of future principal and interest cash flows,
discounted at the mark of est at the balance sheet date, adjusted for future credit

losses if considered mate;
(c)  Investment securiti

The fair value
multiples 0 0 ties with similar characteristics.

(d)

¢ estimated using discounted cash flows, applying current rates offered for
f similar remaining maturities. The fair value of a deposit repayable on demand is
ated by its carrying value.

)

epurchase agreements

Fair values are estimated using discounted cash flows, applying current rates. Fair values
approximate carrying amounts as their balances are generally short dated.

Related party transactions

Key management personnel

Metro Bank’s key management personnel, and persons connected with them, are considered to be
related parties for disclosure purposes. Key management personnel are defined as those persons having
authority and responsibility for planning, directing and controlling the activities of Metro Bank. The
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Directors and members of the Executive Committee are considered to be the key management
personnel for disclosure purposes.

Key management compensation

Total compensation for key management personnel for the year by category of benefit was as follows:

2014 2013
(£°000)
(unaudited)
Salaries and other short-term benefits.........c.ccccevvvvivieiiieciiiennnnnn, 3,102 2,973
Share based payment COSt .........oovriiriririeerieeneene e 514 286
Contributions to pension arrangements............c.couerererieereeruennennes 176 167

3,792

Banking transactions with key management

Metro Bank provides banking services to Directors and other key m: ement nnel and persons
connected to them. Loan transactions during the year and the balances“Qutstanding at 31 December
2014 and 31 December 2013 were as follows:

2014 2013
(£°000)
(unaudited)

Loans payable to Metro Bank
Loans outstanding at 1 January .. 898 739
Loans issued during the year.... 1,402 482
Loan repayments during the ye (32) (323)
Loans outstanding at 31 Dee@mber ... 0., 2,268 898
Interest expense emjloans payable to Metro Bank..................... 61 29
Theére were six mber 2013: four) loans outstanding at 31 December 2014 totalling £2.3 million

1 December 2013: £0.9 million). These loans are residential mortgages provided on normal
s. The maximum loan balance outstanding during the year was £2.3 million (31
3: £1.4 million).

In addition to the loans detailed above Metro Bank has issued credit cards and granted overdraft
facilities on current accounts to directors and key management personnel. These transactional accounts
are excluded from the balances.

Deposit balances held by key management personnel at 31 December 2014 totalled £3.9 million (31
December 2013: £5.3 million).

Other transactions with related parties

The following transactions were carried out with related parties:

149



35

2014 2013

(£°000)
(unaudited)
Purchases of services
— Entity connected to key management personnel ...............c.o.o... 2,602 2,431
— Amounts outstanding as at 31 December owed by Metro Bank.. 165 123

Architecture, design and branding services are provided to Metro Bank by InterArch, Inc.,
(“InterArch”) a firm which is owned by Shirley Hill, the wife of Vernon W. Hill, II t
Chairman.

In order to ensure that the terms of the InterArch arrangements are consistent wit
obtained from an independent third party and in accordance with @he Arti
arrangements with InterArch are subject to periodic review by the Compan
periodic benchmarking reviews conducted by authoritative indep tt rties. The Audit
Committee have concluded the arrangements are on terms which a cast ag beneficial to Metro
Bank as those which could be obtained from an independent thir

Architectural Design Services
InterArch provide various architectural design seryi to 0 Bank, including pre-design,

architectural, interior design, facilities co-gtdinatio onstrliction management, signage, security

design and layout. The fee structure for each project 1 n a fixed percentage of projected hard

on an hourly basis. The current agreement terminates on
hat in ageordance with its terms.

Branding, Marketing and Advertising
InterArch also provides brandi arketing and advertising services to Metro Bank. A further
(to the end of 2016) is expected to be signed shortly on the

tween the parties.

extension to the contract for these se

same terms to the previougag

IPR Agreement

Capt eld by Metro Bank to protect its depositors, cover its inherent risks, and provide a cushion
for stress events and to support its business strategy. In assessing the adequacy of its capital resources,
Metro Bank considers its risk appetite, the material risks to which it is exposed and the appropriate
strategies required to manage those risks.

Metro Bank prepares an annual Internal Capital Adequacy Assessment Process document that sets out
how Metro Bank identifies and manages the key risks to which it is exposed and to details Metro
Bank’s capital requirements, capital resources, and capital adequacy over the planning period.

Metro Bank produces regular reports on the current and forecasted level of capital, as well as the
results of stress scenarios, to the Board and the Executive Committee (chaired by the Chief Executive
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Officer). The key assumptions and risk drivers used to create the stress tests are regularly monitored
and reported.

Metro Bank manages capital in accordance with prudential rules issued by the PRA and FCA, in line
with the EU Capital Requirements Directive. In June 2013 the European parliament approved new
capital reforms (referred to as CRD IV), which implements Basel III in Europe. CRD 1V legislation has
been effective from 1 January 2014. Metro Bank is committed to maintaining a strong capital base
under both existing and future regulatory requirements. During the year Metro Bank has complied with
all externally imposed capital requirements to which it is subject.

2014 2013
(£°00
(unaudite,
Tier 1 capital
Ordinary share capital..........cccooooviiiieiiiiie e P —
SRATE PIIMIUIN ....eviveiivietieicei et 629,304 530,463
Retained €arnings.........ccoveveieririninesieeeee s 161, (122,298)
INtANGIDIE ASSELS ...vveveerierieiierie et 4,66 (23,830)
Deferred tax @SSEt......uiviieieiiiirerisiseeeeee e (46,409) (36,619)
386,846 347,716
Tier 2 capital
Available for sale reserve 4,314) (7,520)
(4,314) (7,520)
Total regulatory capital 382,532 340,196

Loss per share

Basic loss per share is ividing the loss attributable to ordinary equity holders of Metro

Bank by the weighted av er of ordinary shares in issue during the period.

2014 2013
(£°000)
(unaudited)
to ordinary equity holders of Metro Bank .......... (39,082) (44,435)
erage number of ordinary shares in issue (thousands) 58,565 29,400
Basic loss per share (pence)..............cccoooeeviiiiiiiiic e (0.67) (1.51)

The ordinary shares in issue used in the denominator of the basic loss per share calculation are the A
ordinary shares. The B ordinary shares are excluded from the calculation on the basis that prior to a
realisation event (quotation, sale or takeover offer), the shares have no entitlement to dividends or other
distributions of Metro Bank.

Diluted loss per share has been calculated based on the same loss attributable to ordinary equity holders
of Metro Bank and weighted average number of ordinary shares in issue after the effect of adjustment
for potential dilutive ordinary shares, which comprise share options granted to colleagues. Potential
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ordinary shares should only be treated as dilutive, when their conversion to ordinary shares results in a
reduction in earnings per share or an increase in loss per share. As Metro Bank has a loss attributable to
ordinary equity holders of Metro Bank in 2014 and 2013, for these years, the share options would be
antidilutive, as they would reduce the loss per share. Therefore, they are disregarded in the calculation
of dilutive earnings per share. However, the share options could potentially be dilutive in the future.

2014 2013
(£°000)
(unaudited)
Loss attributable to ordinary equity holders of Metro Bank .......... (39,082) (44,435)
Weighted average number of ordinary shares in issue (thousands) 58,565 29,400
Diluted loss per share (PENCe) .............ccceeerereneneiinieeee e (0.67) (1.51)

Business combinations Py

nce Limited
(“SMEIF”) for £15 million. The acquisition provides Metro Bank t ili ompete in the SME
market by offering comprehensive invoice finance, factoring and asse

excess of the recognised tangible assets, liabilities and i
customer base and economies of scale expected fro
SMEIF.

Under IFRS 3, businesses are required to plags on any additional intangible assets as

identified at the point of acquisition. The fair ure discounted cash-flows have been derived

from existing customer contracts, fair va stomer contracts is £0.6 million.

The following table summarises'theconsidetation paid for SMEIF, the fair value of assets acquired and

liabilities assumed.

£°000

(unaudited)

15,000

15,000

45,757

2,709

600

Tangible fiXed aSSELS ......cvviiieiiiiieie e 73
Other CUITENE @SSELS......vviviriiiiieiiiiiie s 961
Bank loans and overdrafts..........c.ccovvveveeneiniiii e (38,326)
Other current lHabilities .........cccceviiiiiiiiiiic e, (914)
Total identifiable net assets..................ccccee i, 10,860
Goodwill arising on acquisition..................cccoooviii 4,140
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Acquisition-related costs of £0.5 million have been charged to administrative expenses in the
consolidated statement of comprehensive income for the year ended 31 December 2013.

The contingent consideration arrangement required Metro Bank to pay a price of £15 million for the
entire share capital of SMEIF subject to adjustment under a locked box mechanism. This was be based
on the management accounts balance sheet as at 31 July 2013. £2 million of the purchase price was
paid into an escrow account as follows:-

° £0.5 million, to cover any shortfall in the net asset value below £10.5 million as at the locked
box date. Subsequent to the 2013 year end this has been released from the escrow account.

° £1.5 million, to cover any credit losses for 24 months following Completion above 0.5% for
business written prior to completion of the transaction.
Investments in subsidiaries

Metro Bank had the following subsidiaries at 31 December 2014 and 31 ]acemb 0

Pro ion 0 roportion of
Country of ordin ordinary
Incorporation es djrectly  shares held by
and place of Nature of he arent Metro Bank
Name business busines (%) (%)

SME Invoice Finance Limited ....... n 100

tori
SME Asset Finance Limited .......... 2 set finance 100
All subsidiary undertakings are/includ idation. The proportion of the voting rights in the

subsidiary undertakings held y by rent company do not differ from the proportion of
ordinary shares held.

Ultimate controllin rty

LC. No single entity or individual has a controlling interest in Metro
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PART VIII:
OPERATING AND FINANCIAL REVIEW

The following discussion summarises the significant factors and events affecting the results of operations
and the financial condition of Metro Bank for the years ended 31 December 2013, 2014 and 2015 and
should be read in conjunction with “Presentation of Financial and Other Information — Historical financial
information, Part VII: “Historical Financial Information” and the information relating to Metro Bank's
business included elsewhere in this Private Placement Memorandum. Investors should read the whole of this
Private Placement Memorandum and not just rely upon summarised information.

The following discussion of Metro Bank's results of operations and financial condition contains forward-

looking statements that reflect the current view of the Directors and involve risks and unce ies. See Part

1I: “Risk Factors” and “Presentation of Financial and Other Information — Information regar: ‘orward-
looking statements” for a discussion of important factors that could cause Metro Bank S.actua

differ materially from the forward-looking statements contained herein.

Overview

Metro Bank was founded by Vernon W. Hill, II in 2010 as the first full-service, independent, new High

Street bank to open in the UK in more than 100 years. Metro Bank us srup deposit-driven funding

model and a superior retail-focused customer service propositio ises simple, straightforward

banking in order to turn its customers into “FANS” (customers end someone to bank with

Metro Bank).

Metro Bank opened its first store in Holborn, ‘ce July 2010, and since that time has

established a strategically located network of 40 stg ‘branches’) across London and the surrounding
commuter areas, with approximately 655
and £3,549 million of gross loans
reflective of its customer service-ledmo.
early morning until late. Metro Ban

simple products and fair pricing.

Metro Bank’s operating mod

A ATTEND to e

M ever]

A ASK if you’re re — Bump it up!
Z EST is contagious — Share it!

E expectations

I INSPIRE colleagues to create FANS!

N NURTURE colleagues so they grow
G GAME CHANGE because this is a Revolution

In order to cultivate a culture that supports these values Metro Bank seeks first to hire “colleagues” (not
“staff”) with the right attitude and train them with the appropriate skills to AMAZE its customers. These
colleagues attend Metro Bank University throughout their careers to learn and enhance the skills necessary
to provide a customer service experience that matches or exceeds that of best-in-class specialist retailers.
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Metro Bank’s superior customer experience is supported by a scalable, innovative and flexible end-to-end
technology infrastructure that equips Metro Bank’s colleagues to focus on creating an “AMAZE(ING)”
customer experience. For example, the speed at which Metro Bank opens accounts is believed to be
industry-leading by the Directors: following a robust ‘Know Your Customer’ process (which includes anti-
money laundering, anti-fraud and, where appropriate, credit checks), Metro Bank was able to open 77% of
accounts for new-to-bank customers in its Retail Segment within 15 minutes in 2015, and a further 10%
within 20 minutes. In addition, Metro Bank's emphasis on delivery at the point-of-sale means that these new-
to-bank customers leave a Metro Bank store with a fully functioning current account (including access to
telephony, internet and mobile banking, with customers assisted in downloading the Metro Bank mobile app
in store at the time of application) and an activated contactless debit card printed in store, for which they set
their own pin number, thus requiring no repeat store visits or mailings to complete their account opening
process. Metro Bank’s existing customers are also typically able to open additional accountshin four to six
clicks (depending on the product) on Metro Bank’s website. Furthermore, customers have 24/7 access to a
London-based contact centre staffed by Metro Bank colleagues that utilises real-time, skill-based routing for
customer calls, removing the need for an IVR system, simplifying the call experiencel and/saxing time for
customers by quickly directing their call to a colleague well qualified to deal with their request.

Metro Bank has also invested heavily in its “back office” infrastructure, enhapting operational performance
and resilience, including by implementing straight through processinghand single customer view
functionalities, leading cybersecurity controls, including web application firewalls' to protect its external
websites, malware detection tools to protect data, and a 24/7 managed security service to monitor its IT
infrastructure.

Adding to its offering, Metro Bank entered into two new partnérships in 2015 with other brands that share
Metro Bank’s zeal for great service: an innovative partnership with peer-to-peer lender Zopa that allows
Metro Bank to originate loans through their platforptandian exclusive co-branded banking partnership with
St. James’s Place.

As of 31 December 2015, Metro Bank had fotal assets'and liabilities of £6,151 million and £5,741 million,
respectively.

Segmentation

For the purposes of its finanCialyreporting, Metro Bank does not segment its business. References elsewhere
in this Private PlacementpMemoraridum to Metro Bank’s Retail and Commercial Segments refer to
conventions that Metro Bankiuses’operationally to describe its business and are not reflected or discussed in
this Part VAT “Operating and/Financial Review” or in Part VII: “Historical Financial Information”.

Key Factors Affecting Results of Operations

Set forthibelowgdre certain key factors which have historically affected Metro Bank’s balance sheet growth
and results of operations, and which may affect its balance sheet growth and results of operations in the
future.

Deposit base and funding

Metro Bank is primarily funded by deposits from its commercial and retail customers and capital provided
by shareholders and does not borrow money from the wholesale funding markets (except for repurchase
agreements used to enable the bank to utilise the FLS and to manage short-term liquidity). Metro Bank has
expanded rapidly since its launch in July 2010, from four stores and 9,000 customer accounts as of 31
December 2010 to 40 stores and approximately 655,000 customer accounts as of 31 December 2015. As a
result, Metro Bank’s deposits from customers increased from £1,315 million as of 31 December 2013 to
£5,108 million as of 31 December 2015.

155



The following tables set out a breakdown of Metro Bank’s deposits by category and yield as of 31 December
2013, 2014 and 2015:

As of 31 December

2013 2014 2015

(£°000,000)

(unaudited)
Commercial SEZMENt........cccoovereerierieiieie e 1,418 2,696
Retail Segment (excluding Pensions) ..........cccoevvvervennenns 603 1,045 1,845
PONSIONS ..ottt 45 40 566
Total deposits...........ccooovvriiiiiiiiiiiie e 1,315 2,867 5,108

As 53 Dec

2013
7

,000)

unaudited)
Demand — non-interest bearing............c.coevvvrviveieenennenn, 857 1,380
Demand — interest bearing 4 1,375 2,123
Fixed term......ccceeiiiciec e 403 635 1,605
Total deposits............c.ooovviiiiiiiiii e, 1,315 2,867 5,108

Deposits have been and are expect be driven by the expansion of Metro Bank’s store

network and the bank’s increasing the online channel, the increase of its Commercial Segment

customer base, business bank ac es such as cash deposits from pension providers and client

ber 2013 to £2,411 million as of 31 December 2015. The expansion of Metro Bank’s
icular its ability to introduce online current account opening services, is dependent on

significantly, from £46 million as of 31 December 2013 to £566 million as of 31 December 2015.

The growth of Metro Bank’s Commercial Segment deposit base is primarily driven by its ability to increase
its commercial, charity and local authority sector customer bases, as well as its ability to continue to develop
specialised business lines such as SSAS deposit solution accounts and client monies holding accounts for
solicitors and other professional services organisations. These specialised business lines are important to
Metro Bank’s Partnership Banking business line, which has contributed significantly to the increase in Metro
Bank’s deposits from Commercial Segment customers, which rose from £667 million as of 31 December
2013 to £2.7 billion as of 31 December 2015.

In addition to its customer deposit base, Metro Bank drew down £465 million under the initial FLS tranche.
In 2016, Metro Bank expects to be provided with an additional allowance under the second FLS tranche (the
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“FLS Extension”). Under the applicable terms of the FLS Extension, Metro Bank expects it would be able
to draw down on any additional allowance, the available balance of which decreases 25% every six months
over the period beginning 1 January 2016, until the end of 2017. If provided with an additional allowance
under the FLS Extension, Metro Bank intends to draw down a portion of its available allowance, which it
will use to further support its Commercial Segment lending activities, and intends to secure this drawdown
by using a portfolio of its prime residential mortgages as collateral. Repayments for FLS funding are due
four years after the relevant drawdown date, and Metro Bank has not yet made any repayments.

Loan portfolio growth

Metro Bank’s loans and advances to customers comprise Commercial Segment loans and advances to
customers (including business loans, commercial mortgages, SME lending and business credit cards and

overdraft) and Retail Segment loans and advances to customers, which comprises residenti
consumer and other loans (including unsecured personal loans, MMA loans, retail credit ca
overdrafts).

The table below sets forth a breakdown of Metro Bank’s gross loans and advanges to custo segment.

31 December
2014 2015
(£°000,000)
(unaudited)
Commercial Segment 362 715 1,273
Retail Segment..........ccovviviiiiiiiniieiecceneee 391 881 2,275
of which:
Residential mortgage 370 825 2,156
Consumer and other ......................... 21 56 119
Total gross loans and advance 754 1,596 3,549

December S, primarily due to volume-driven growth and the acquisition of a £344 million first charge

prime residential mortgage loan portfolio.

Net interest income

Net interest income is the largest component of Metro Bank’s total operating income, accounting for 51%,
65% and 74% of total operating income in the years ended 31 December 2013, 2014 and 2015, respectively.
Metro Bank’s net interest income is affected by a number of factors, including, in particular, the size of its
loan and investment portfolios, the level of customer deposits, product mix and the interest rates that Metro
Bank pays on its sources of funding and the interest that it earns on its loans and investments.
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Metro Bank is a deposit led bank, and its deposit base has grown significantly, from £1,315 million as of 31
December 2013 to £5,108 million as of 31 December 2015. This growth has been driven by the expansion of
Metro Bank’s stores and the increase in customer numbers, which increased from 24 and 275,000,
respectively, as of 31 December 2013 to 40 and 655,000, respectively, as of 31 December 2015, as well as its
ability to expand specialist deposit businesses (such as deposits from pension providers).

Metro Bank’s interest-bearing liabilities consist principally of savings deposits from customers (it typically
does not pay interest on current accounts). Furthermore, Metro Bank’s deposit base historically has been,
and is expected to be, significantly derived from Commercial Segment customers (which, including pension
deposits represented 64% of Metro Bank’s deposits from customers as of 31 December 2015), which
typically earn lower interest rates on their deposits than Retail Segment customers.

Metro Bank’s interest-earning assets consist principally of residential mortgages, Commetcial Segment
lending and consumer and other lending (consisting primarily of unsecured current account overdrafts, credit
card receivables and personal loans, including those originating from third-party platfesms), as well as
investment securities. These assets have grown significantly in the periods under revi€w, as Metro”Bank’s
store network and customer base have grown and its customers have increased their demand/fer its credit
products. As of 31 December 2015, residential mortgages, Commercial Segmentilendingand unsecured
consumer lending represented 61%, 36% and 3%, respectively, of Metro¥Bank’s 1oan” and advances to
customers.

Metro Bank typically earns the highest average rate of interest ongits consumer, and other loans due to the
higher credit risk associated with these products, while residential imortgages typically earn the lowest
average rate of interest, which reflects the lower risk profile of theipfoduct, as well as the generally
competitive nature of the marketplace. The effeetyof the\ FLS having provided substantial amounts of
liquidity to the UK mortgage market has also had a recentiimpact. The average interest rate charged on
Metro Bank’s Commercial Segment loan portfoliofexceedsythat of its residential mortgage portfolio, due in
part to the specialised SME focused ‘customer| base that it targets, which often has less access to
competitively priced lending opport@nities./Metro Bank™is actively seeking to increase its consumer and
other lending portfolio, and the Director§ believethat Metro Bank’s customer relationship-focused lending
strategy, supported by its conservative underwriting credit processes, will support the growth of this
portfolio in the medium term whilesappropriately managing its credit risk.

Metro Bank’s net interest igeome is al§o” affected by changes in interest rates, as most of Metro Bank’s
interest-bearing assets and liabilities are variable rate, with reference to the Bank of England’s base rate,
which, during the periods under review, has remained at historically low rates. See Part II: “Risk Factors —
Risks relatingto the{Macroeconomic Environment in which Metro Bank operates — Metro Bank faces risks
associated with interestfat€” levels and volatility”. For the year ended 31 December 2015, Metro Bank’s
average cost of deposits was 0.82%, compared to 0.90% and 1.18% for the years ended 31 December 2014
and 20013, respectively, and the average interest yield on its loans was 4.01% for the year ended 31
December 20459 compared to 4.60% and 4.73% for the years ended 31 December 2014 and 2013,
respectively. Interest rates in the periods under review were at historical lows.

Residential mortgages

As of 31 December 2013, 2014 and 2015, Metro Bank’s residential mortgage portfolio was £371 million,
£825 million and £2,156 million, respectively. Metro Bank’s residential mortgage portfolio has grown due to
an increase in the store network and customers, as well as the expansion of its intermediary network across
the UK and the acquisition of a £344 million first charge prime residential mortgage portfolio in July 2015.
It may continue to consider other opportunities to increase the size of its loan portfolio through similar
acquisitions. Metro Bank has employed, and intends to continue in the future to target, a combination of a
store-based origination combined with an intermediary-led mortgage lending model. Metro Bank has access
to a wide range of specialist lending intermediaries and brokers, having expanded its mortgage intermediary
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network across the UK in 2014 and 2015. In 2015, Metro Bank derived approximately 84% of its residential
mortgages acquired from intermediaries.

Since the global financial crisis in 2008, access to residential mortgage credit in the UK generally has been
more restricted than before the crisis, particularly at higher loan-to-value ratios, due to a number of factors,
including (i) a significant reduction in the number of available mortgage products, (ii) a more cautious
approach to valuations of properties by surveyors (which in turn reduces the value of the mortgage that can
be obtained on a given property), (iii) stricter underwriting standards by lenders that have resulted in more
stringent mortgage application requirements for borrowers, including increased down payments, (iv) the
introduction, under the FCA’s 2014 Mortgage Market Review, of mandatory interest rate “stress testing” by
lenders when assessing mortgage affordability by borrowers, (v) a desire by certain lenders to limit their
lending exposure in relation to specific types of housing developments, (vi) the exit of a nuniber of mortgage
providers from the UK market.

In addition, Metro Bank’s residential mortgage loan portfolio is affected by changesgin interest,rates,
particularly given that 19% of the portfolio was variable rate as of 31 December 2015. Asiof 1S January
2016, the Bank of England base rate was 0.5%. Increases in the base rate have previously had"a negative
impact on the UK property market because interest rates charged, on mortgagesthave increased
correspondingly, thereby making it more expensive for prospective buyers|t6, purchase seSidential property.
Prospective buyers who can obtain a mortgage at current interest rates may also” be deterred by the
possibility of increased rates in the future and instead elect to remain jn their current property or to continue
renting. Higher interest rates (and, in turn, higher monthly intergst\payments) may also make mortgages
unobtainable for some prospective buyers. Investor buyers alsegate sensitive to interest rate fluctuations, as
higher interest rates negatively affect their investment returns.

Metro Bank’s residential mortgage portfolio, like its customerbase; 1s concentrated in London and the South
East of England (although with the geographic eXpansiompof, Metro Bank’s store network, and the recent
expansion of Metro Bank’s intermediary.base across,the UK 'this geographic distribution has changed and is
expected to continue to change overftime). Metro Bank*has benefited from the fact that in London, prime
residential property has been regarded’as’a prefetred outlet for international capital, and residential property
price growth has been largely sustained“imyrecent/years, in part due to an increase in the buy-to-let market.
Residential property prices in the, South “East of England generally also have been more resilient to
macroeconomic pressures compared tQlethet regions of the UK.

Metro Bank’s residential_mortgage,portfolio may also be affected in the future by UK Government-backed
property purchase asgistance schemes, as well as changes to the FLS. In addition, although Metro Bank has
not seen a _sighificanfieffect on its loan portfolio as a result of the increase in stamp duty introduced on real
estate transactions valuedsat £1 million and higher in 2015, there is a risk that mortgage lending volumes
could [decrease in the| future as a result of these or other taxes imposed on the ownership and/or transfer of
real estate in the UK. In addition, the UK Government’s 2015 Summer Budget introduced proposals to
reduce thetaxguelief on mortgage interest expense available to buy-to-let landlords, which may result in
lower yields on buy-to-let property investments. These factors could make the purchase of buy-to-let
properties a less viable investment proposition and reduce the demand for buy-to-let mortgages. The Bank of
England has also stated that it is considering increasing the regulatory capital requirements of banks holding
buy-to-let mortgages on their balance sheets, although no specific proposals have been made. The UK
Government also announced in the 2015 Autumn Budget that stamp duty payable on second homes and
certain buy-to-let homes would increase by 3% from April 2016. These factors could make the purchase of
buy-to-let properties and/or second homes a less viable investment proposition and reduce the demand for
related mortgages.
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Commercial Segment lending

Metro Bank’s Commercial Segment product offering, which primarily consists of term loans relating to
secured fixed and variable rate business loans, portfolio buy-to-let lending, asset and invoice financing, and
partner loans, represents an important driver of Metro Bank’s lending growth during the periods under
review, as well as its lending strategy going forward. Commercial Segment lending increased from £362
million as of 31 December 2013 to £1,273 million as of 31 December 2015. This growth has been driven by
term loan volume growth, primarily business loans, as well as the introduction of the portfolio buy-to-let
offering, as Metro Bank’s brand awareness increased and its commercial team was expanded.

To complement the benefits realised from its expanding store network, Metro Bank has invested significant
resources in developing specialist teams and relationship managers to increase its Commercial Segment
lending business. Two central teams, a real estate team and a specialist sectors team (focusimgyon a number
of priority sectors such as real estate, healthcare, hospitality and leisure), are complemented by‘€emmercial
teams in each region that focus on meeting the needs of local businesses. However, asgMetro Bank has
grown its Commercial Segment lending, it has also experienced a degree of pricingfpressure, foorh larger
High Street competitor banks, and it expects this competition to continue in the future.

Metro Bank’s portfolio buy-to-let offering, which Metro Bank introdu¢ed/in Febtuary 2015, has also
demonstrated significant growth since its launch, accounting for £220 million in lending as of 31 December
2015.

In 2013, Metro Bank acquired SME Invoice Finance Limited andits subsidiaries, which specialises in
invoice discounting and factoring and asset finance, furthergbolstermg,its' Commercial Segment lending
offering. Through the acquisition of this companyy which has/beenjrebranded as Metro Bank Invoice and
Asset Finance, Metro Bank broadened its offering, to \€ommefcial customers with a focus on the
manufacturing, wholesale, and transport and distribfitiemymarkets. Since their acquisition, these portfolios
have grown from £53 million to £123 million as off31 December 2015.

Partnerships and bilateral commercial relationships

Metro Bank has recently launched “séveral significant partnerships that, due to their relatively recent
introduction, have had a limited impact onits results of operations, but are expected to be important drivers
of Metro Bank’s business goidg forward,)including by increasing Metro Bank’s brand visibility. For
example, in April 2015, Metre Banklawrched the co-branded MMA with St. James’s Place. Through the
arrangement, St. James’s Place avestors are given an MMA provided by Metro Bank, providing them with a
fully functional currefit aceeunt banking service and allowing them to benefit from an integrated secured
overdraft facility with immediate access to short-term funds, secured against the value of their eligible St.
James’sgPlace investmentgportfolio. In addition, Metro Bank provides loans to St. James’s Place partners,
and is/exploring oppbrtunities to expand the co-branded products it offers to St. James’s Place clients. By
partnering with St. James’s Place, one of the most well-known wealth management businesses in the UK,
Metro Bankyexpeets to increase its profile in the market.

In May 2015, demonstrating Metro Bank’s willingness to consider and enter into non-traditional partnership
models in the banking market, Metro Bank began an innovative partnership with the UK peer-to-peer loan
platform Zopa to lend to customers through their platform (with Metro Bank extending credit to borrowers
only if the proposed loan is within Metro Bank’s credit risk appetite). As of 31 December 2015, loans on
Zopa’s platform represented £28.9 million of Metro Bank’s loan portfolio, or approximately 1%, with loans
ranging from £1,000 to £25,000, and an average loan size of £8,000. The Directors anticipate that Metro
Bank will gradually increase its funding to Zopa, benefitting from increased brand exposure from the
relationship as well as a steady supply of lending.
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Stores roll-out and maturity

Metro Bank has pursued and intends to continue to pursue a strategy of store expansion. Between launch in
July 2010 and 31 December 2015, the number of Metro Bank’s stores has increased to 40, and Metro Bank
has targeted having approximately 110 stores by the end of 2020. Metro Bank generally targets new stores
making a positive contribution to Metro Bank’s net income in less than 24 months. This roll-out strategy
affects Metro Bank’s results of operations by increasing operating expenses, making period-on-period
comparisons more difficult.

As of 31 December 2015, like-for-like store growth (for stores open longer than 12 months) of deposits was
69%.

Investment securities

As of 31 December 2013, 2014 and 2015, Metro Bank had investment securities of £696 million, £1,612
million and £2,000 million, respectively, principally comprising AAA-rated residential mortgage-backed
securities, as well as gilts, UK treasury bills, covered bonds, AA and A-rated residentidl ' mortgagesbacked
securities and bonds issued by corporates and financial institutions.

Metro Bank uses investment securities both as a source of liquidity and to genefatéyreturns*from customer
deposits which have not been lent to customers. Deposits at the Bank of England, Giltsiand UK treasury bills
are held primarily for liquidity purposes to cover the first 30 days of a severe cQmbined stress (market stress
and idiosyncratic) event. Residential mortgage-backed securities and goveted bonds, in addition to deposits
at the Bank of England, Gilts and UK treasury bills, are held to €over a“further 60 days of less severe
combined stress. The remaining investment securities portfoliogis,relatively, less liquid. In addition, as of 31
December 2015, Metro Bank had pledged £524 million in investment sgcurities as collateral to the Bank of
England through Metro Bank’s participation in the"FLS, to stipport the £465 million it had drawn down from
the scheme. As Metro Bank pays back its FLS fundingy, the“amount of investment securities pledged as
collateral will decrease, while any future dsawdowns under'the FLS are expected to be secured by the pledge
of a portion of its residential mortgagesortfolio.

While Metro Bank has historically in¥ested ‘Ssusplus deposits in investment securities as a source of
additional income, margins on these ecutities are’typically less than that of lending, and as a result tend to
suppress the overall NIM of the bank. As Metro Bank moves toward achieving its goal of an LTD Ratio of
80%, the percentage of Metrg, Bank's total assets that comprise investment securities is expected to decline
in favour of higher yielding/interest rate bearing loans, although in absolute terms the size of Metro Bank’s
investment securities poftfolie is expected to continue to increase.

Credit risk“management, loan losses and impairment losses

Custonders defaulting on“their loan repayment obligations can adversely impact Metro Bank’s financial
results.\ Metro Bank)/seeks to mitigate its retail credit risk exposure through the use of collateral and
guarangee,arrangements. In the case of its residential mortgages, Metro Bank stratifies its credit exposures by
DTV Ratio ranges. As of 31 December 2015, Metro Bank’s DTV Ratio exposures across its mortgage and
commercial loan portfolios (i.e., excluding unsecured retail loans) were as follows: less than 50%, £717
million; 51% to 70%, £1,220 million; and 71% to 90%, £828 million.

Metro Bank monitors its corporate credit risk concentration by industry sector, and it reassesses its exposure
limits by sector at least annually. In 2015, Metro Bank’s largest industry credit exposure was real estate
(20%), health and social work (3%) and legal, accountancy, consultancy and other business activities (2%).

The Directors believe that Metro Bank’s conservative credit risk management policies have allowed it to
effectively manage its credit risk while growing the size of its loan portfolio. Consequently, as of 31
December 2013, 2014 and 2015, Metro Bank’s allowance for impairment was £3.3 million, £5.4 million and
£6.8 million, respectively. The Directors believe that the credit quality of Metro Bank’s loan portfolio is

161



high, with 89%, 93% and 74% of Metro Bank’s lending secured by collateral as of 31 December 2015, 2014
and 2013, respectively, while its ratio of impairment provisions to gross loans was 0.2%, 0.3% and 0.4% as
of the same dates, respectively.

Nevertheless, Metro Bank’s loan portfolio is relatively less seasoned compared to its major banking
competitors. As a result, the Directors expect that Metro Bank’s allowance for impairment is likely to
increase as the maturity profile of its loan portfolio increases. For example, Metro Bank’s expected
expansion of its unsecured consumer loan portfolio over the medium term could increase its credit risk and
loan losses. See Part VIII: “Operating and Financial Review — Net interest income”.

Fee and commission income

Metro Bank earns fee and commission income through its range of commercial and retail banking services.
In addition, safe deposit box fees alone make a significant contribution to the cost of leasingMetro Bank’s
store portfolio. In the years ended 31 December 2013, 2014 and 2015, Metro Bank earned £5.5, million,
£16.1 million and £15.7 million in fee and commission income, respectively, of whichs€I7 milliony £3.2
million and £5.3 million, respectively, was attributable to the rental of safe deposit boxes by its,customers.
Although as part of its commitment to provide its customers with transparent prieing, Metro Bank charges
lower fees on its products than many of its competitors, underlying fee and commission income has grown
in the periods under review, primarily due to the rollout of safe deposit boxesyacross its €xpanding network
of stores and increase in customer numbers. Metro Bank expects its safe depositybaxes to continue to be a
significant driver of fee and commission income growth, together with“inereases in other fee-generating
products that will result from further customer growth, particularly/in tsading businesses.

Taxation

Deferred income tax is recognised in respect of temparary differences arising between the tax bases of assets
and liabilities and their carrying amounts in the finaficial statements. The largest element of the deferred tax
asset represents the future tax impact of garried forward tax losses which will reduce the payment of future
tax. This element of the deferred tax/asset réquires amgelément of management judgement in assessing its
recoverability. Metro Bank recognised a deferredytax asset in respect of tax losses carried forward of £36.6
million, £46.4 million and £55.9 millien as of 31 December 2013, 2014 and 2015, respectively. The increase
reflects the taxable losses generated by the eontinued significant investment by the bank in building stores,
infrastructure and IT systems tofenable, future growth and scale to be achieved.

Accounting standards permit théyrecognition of a deferred tax asset to the extent that it is probable, more
likely than not, that future taxable profits will be available to utilise the tax losses carried forward. The
Directors argjsatisfied based on the progress of Metro Bank since launch, and the detailed projections which
include stfess tested seemarios, that sufficient taxable profits will be available to utilise the tax losses carried
forwayd in full.

In November 2015 4the UK Parliament passed a gradual decrease in the main rate of corporation tax from
the current fategof 20% to 19% in 2017 and 18% in 2020, as well as a bank surcharge of 8% on profit which
will apply from 1 January 2016. Metro Bank anticipates an effective tax rate of 24% to 26% in the medium-
term (including the banking surcharge announced in 2015).

Metro Bank has negotiated with the relevant tax authorities a Partial Exemption Special Method (“PESM™).
This PESM sets out the method by which Metro Bank calculates the amount of recoverable value-added tax
(“VAT”). As a bank most of the VAT incurred relates to exempt banking services and is therefore an income
statement expense or capitalised with the fixed asset to which it relates. Some VAT (relating to taxable
transactions) is, however, recoverable and a PESM is the mechanism by which this recoverable portion is
agreed with HMRC. A receivable is held on the balance sheet representing Metro Bank’s calculations of
recoveries relating to prior periods which are owed to Metro Bank by HMRC.
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Variable employee compensation costs

All variable employee compensation related to the raising of share capital through the Offers or to Metro
Bank becoming a listed company will be taken through the consolidated statement of comprehensive income
in the first quarter of 2016. These costs are estimated to be £7 million.

Macroeconomic and market conditions

Since Metro Bank’s establishment in 2010, the UK economy has experienced a significant degree of
volatility, largely as a result of the consequences of the global financial crisis that began in 2008. Generally,
periods of economic volatility historically have resulted in a decrease in new borrowing as individuals and
corporate entities choose to save earnings, rather than spend or invest, and an increase in arrears, impairment

provisions and defaults. Thus, in a future downturn, Metro Bank’s NIM could be adversgly affected by a

decrease in the number of attractive loan opportunities.
However, despite volatility, during the periods under review, economic indicators in the

with a gradual improvement in the labour market, increased consumer confidence £ oyed credit

ough it is not
ro Bank operates

lending operations. Furthermore, the Directors expect that % conomic conditions will support
commercial and retail customers’ general financial stability. @
Financial Position b
Assets
The following table sets out Metro Bank’s,tot ets as of 31 December 2013, 2014 and 2015:
As of 31 December
2013 2014 2015
(£°000)
(unaudited)
238,979 180,630 217,900
24,205 35,040 64,248
751,058 1,590,346 3,542,548
696,434 1,611,451 1,999,792
Property, plant and equipment .............ccooeevieiieieniennen, 103,286 132,195 165,257
Intangible aSSetS........c.cvvrreereeiiiiee e 23,830 34,669 54,243
Prepayments and accrued inCoOme..........cocevvverveieninennen, 8,280 18,883 30,426
Deferred tax asSet ......cvvvviviiiieeiiiieiiie e siee e 36,619 46,409 55,942
(011 1<) T SR 7,537 13,661 20,525
TOtAl ASSELS......c.oiviviiiireieiiireree e 1,890,228 3,663,284 6,150,881
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Total assets as of 31 December 2014 were £3,663.3 million, an increase of £1,773.1 million, or 94%,
compared to £1,890.2 million as of 31 December 2013. The increase in total assets over this period was
primarily due to increases in loans and advances to customers of £839.3 million, or 112%, from £751.1
million as of 31 December 2013 to £1,590.3 million as of 31 December 2014, as well as an increase in
investment securities of £915.1 million, or 131%, from £696.4 million as of 31 December 2013 to £1,611.5
million as of 31 December 2014.

Total assets as of 31 December 2015 were £6,150.9 million, an increase of £2.5 billion, or 68%, compared to
£3,663.3 million as of 31 December 2014. The increase in total assets over this period was primarily due to
an increase in gross loans and advances to customers of £1,953 million, or 123%, from £1,596 million as of
31 December 2014 to £3,549 million as of 31 December 2015 and an increase in the investment portfolio of
£388 million, or 24%, from £1,611 million as of 31 December 2014 to £2,000 million as&f 31 December
2015.

Loans and advances to banks

Metro Bank’s loans and advances to banks as of 31 December 2014 were £35.@gmillion, an jnctease of £10.8
million, or 45%, compared to £24.2 million as of 31 December 2013. Loans and adwvances to banks primarily
reflected the balances Metro Bank maintains with its clearing bank, BarclaysyPLC.The increase in Metro
Bank’s loans and advances to banks over this period was primarily driven by«the operational requirements of
increased customer payments through the “Faster Payments” mechanisis

Metro Bank’s loans and advances to banks as of 31 December 2018yWwere £6422/million, an increase of 29.2
million, or 83%, compared to £35.0 million as of 31 December 2014} he increase in Metro Bank’s loans
and advances to banks over this period was primarily drivgn by the operational requirements of increased
customer payments through Metro Bank’s “Faster Payments?dnechanism.

Loans and advances to customers

Metro Bank’s loans and advances to customers as'0f 31 December 2014 were £1,590.3 million, an increase
of £839.3 million, or 112%, compared to £75h] millien as of 31 December 2013. The increase in Metro
Bank’s loans and advances to customets over thissperiod was primarily driven by Metro Bank’s store
expansion from 24 as of 31 Decembef 2013, to 31as of 31 December 2014, as well as customer growth from
275,000 customer accounts as of@imDecember2013 to 447,000 customer accounts as of 31 December 2014.
More specifically, the growthpywas driven by an increase in residential mortgage and Commercial Segment
lending volumes, which rose ftom £370.5 million to £825.1 million, and from £362.4 million to £714.6
million, respectively.

Metro Bank?s“leans and advances to customers as of 31 December 2015 were £3,542.5 million, an increase
of £1,982 million, or 123%, compared to £1,590.4 million as of 31 December 2014. The increase in Metro
Bank’s loans and advances to customers over this period was primarily driven by the continued expansion of
the st@re, network and increase in brand awareness; growth in the commercial lending team; continued
expansion ofsMetro Bank’s residential mortgage intermediary network as well as the acquisition of a £344
million portfolio of prime first charge residential mortgages.

Investment securities

Metro Bank’s investment securities as of 31 December 2014 were £1,611.5 million, an increase of £915.1
million or 132% compared to £696.4 million as of 31 December 2013. The increase in Metro Bank’s
investment securities over this period was primarily driven by the increase in customer deposits.

Metro Bank’s investment securities as of 31 December 2015 were £2,000 million, an increase of £388
million, or 24%, compared to £1,611 million as of 31 December 2014. The increase in Metro Bank’s
investment securities over this period was primarily driven by the absolute growth in customer deposits
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exceeding that of loans and the need to maintain adequate liquidity. The level of absolute growth reduced as
the LTD Ratio increased in the year.

Liabilities

Deposits from customers

Deposits from customers as of 31 December 2014 were £2,866.6 million, a £1,551.2 million, or a 118%
increase from £1,315.4 million as of 31 December 2013. The increase in deposits from customers’ accounts
over this period was primarily driven by Metro Bank’s store expansion from 24 as of 31 December 2013 to
31 as of 31 December 2014, as well as its customer growth from 275,000 customer accounts as of 31
December 2013 to 447,000 customer accounts as of 31 December 2014. Deposits in Metro Bank’s business

current accounts grew particularly rapidly, from £270 million as of 31 December 2013 to illion as of

31 December 2014, as a result of continued brand and store expansion and increased foc in-store

relationship managers and commercial directors to target local businesses.

Deposits from customers as of 31 December 2015 were £5,107.7 million,@ £2,2 or 78%,

increase compared to £2,866.6 million as of 31 December 2014. The increase idhdeposi m customers

over this period was primarily due to the continued expansion of the sto WO d increase in brand
awareness, the expansion and deepening of commercial customer relatio , and a’continued focus on
targeting partnership deposits, including funds from SIPP pension provi an icitors’ funds.
Other liabilities
The following table sets out a breakdown of Metro Bank’s iabilities as of 31 December 2013, 2014
and 2015:
As of 31 December
2013 2014 2015
(£°000)
(unaudited)
Trade creditors......ccceeeevueeeeciineeiiiee e ciieeeas 2,988 1,895 1,792
Other taxation and social sec 4,697 5,467 6,592
143,816 282,544 561,779
21,214 27,343 45,412
723 14,140 17,619
173,438 331,389 633,194

Other lia s 31 December 2015 were £633.2 million, which reflected a £301.8 million, or a 91%,
increase compared to other liabilities as of 31 December 2014, which were £331.4 million, which reflected a
£158 million, or a 91%, increase from £173.4 million as of 31 December 2013. The increase in other
liabilities over this period was primarily due to an increase in repurchase agreements, which are primarily
used to convert Treasury Bills received by Metro Bank through the FLS into cash as well as to manage
Metro Bank’s short-term liquidity.
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Explanation of Certain Income Statement Line Items

Interest income

Interest income primarily comprises income earned on loans and advances to customers, as well as income
earned on investment securities, principally gilts and residential mortgage-backed securities and bonds
issued by corporates and financial institutions.

Interest expense

Interest expense comprises interest payable on customer deposit accounts and repurchase agreements.

Fee and commission income

Fee and commission incomes includes fees from a wide range of banking services char

to customers,
including those for safe deposit boxes. Loan fee income, which forms an integral part ofithe effective
interest rate of a financial instrument, is recognised as an adjustment to the effective intere te and
recorded in interest income.

Net gains on sale of investment securities

Net gains on sale of investment securities comprise gains less losses from the salé€ o estment securities.

Other income

Other income comprises net income earned from foreign exchange transagtions with retail and commercial
customers.

Impairment charges

Impairment charges comprise impairment provisi ainstiindividual assets and portfolios of assets where

there is objective evidence that the asset is impaired,

Operating expenses
Operating expenses primarily include pe osts, property costs, including rent and rates, legal and

professional and other services, IT an ice cos

Depreciation and amortisatio

and 2015:
For the year ended 31 December
2013 2014 2015
(£°000)
(unaudited)
INtErest INCOME ....vvvveeiiee i ittt 27,747 70,028 125,199
Interest EXPense .......oouvveriiiiiiii i (11,515) (20,621) (36,326)
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For the year ended 31 December

2013 2014 2015
(£°000)
(unaudited)

Net interest inCOMmE ................c.coooviiiiiiiiini e 16,232 49,407 88,873
Fee and commisSSion INCOME .........coiiiuvriiieeeeiiiiiiiriieeeeessiinnneenens 5,491 16,076 15,713
Net gains on sale of investment SECUTItIes ........ecvververerriennenns 6,508 5,122 6,377
Other INCOMIE ....ooiiirriiiie ettt eabrrae s 3,303 4,842 9,237

31,534 755447 120,200
OPErating EXPENSES. ....vevverriirerreriierrereiiresrearesieaseseesresne s sresseanens (75,652) (107, (141,563)
IDepreciation and amortiSation ..........c.cvevvereeieeieeseeneenenennens (10,292) 21) (18,195)
Fees associated with IiSting ........cccceverininiiiinieiicencse e 2 (1,465)
Impairment of property, plant & equipment and intangible
RS £ PSR PR O VRPPRTRN — (8,744)
Total OPerating EXPENSES. ......cvvrverrerrerieeereiireniesresreseseenresne s (122,161) (169,967)
Credit impairment Charges...........cccovvervenieiiniene e (2,157) (7,030)
L0SS DETOTE taX..uiiiviiiie it (48,871) (56,797)
TAXALION vveevvieciie e et e e ee e e 9,789 7,592
Loss for the year.............cccocoiiiiiiiie (44,435) (39,082) (49,205)
Interest income
The following table sets out a break of M nk’s interest income for the years ended 31 December

2013,2014 and 2015:

For the year ended 31 December

2013 2014 2015
(£°000)
(unaudited)
10,513 22,445 29,844
17,234 47,583 95,355
27,747 70,028 125,199

Metro Bank’s interest income for the year ended 31 December 2014 increased by £42.3 million, or 152%,
from £27.7 million for the year ended 31 December 2013 to £70.0 million for the year ended 31 December
2014. The increase in interest income was primarily driven by the volume growth of Metro Bank’s loan
portfolio for the reasons discussed above. The average interest yield on its loans was 4.60% for the year
ended 31 December 2014, compared to 4.73% for the year ended 31 December 2013.

Metro Bank’s interest income for the year ended 31 December 2015 increased by £55.2 million, or 79%,
from £70.0 million for the year ended 31 December 2014 to £125.2 million for the year ended 31 December
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2015. The increase in interest income was primarily due to the increase in loans and advances to customers
and a larger investment portfolio due to the increase in customer deposits being greater than the increase in
customer loans. The average interest yield on its loans was 4.01% for the year ended 31 December 2015,
compared to 4.60% for the years ended 31 December 2014.

Interest expense

Metro Bank’s interest expense for the year ended 31 December 2014 increased by £9.1 million, or 79%,
from £11.5 million for the year ended 31 December 2013 to £20.6 million for the year ended 31 December
2014. The increase in interest expense was primarily due to the increase in customer deposits, which was
partially offset by a decrease in the average blended cost of deposits from 118 basis points in 2013 to 90
basis points in 2014.

Metro Bank’s interest expense for the year ended 31 December 2015 increased by £15.7 million, or 76%,
from £20.6 million for the year ended 31 December 2014 to £36.3 million for the year ended 3T BDecember
2015. The increase in interest expense was primarily due to the increase in interesp@earing customer
deposits, partially offset by a decrease in the average blended cost of depositsgfrom 90 basis points in 2014
to 82 basis points in 2015.

Net interest income

Metro Bank’s net interest income for the year ended 31 December 2014 inereaséd by £33.2 million, or
205%, from £16.2 million for the year ended 31 December 2013 tg £49:4 million for the year ended 31
December 2014. The increase in net interest income was primarily,dug,to an inefease in interest income from
loans and advances to customers.

Metro Bank’s net interest income for the year endgd81 December 20115 increased by £39.5 million, or 80%,
from £49.4 million for the year ended 31 December 2014 to£8819 million for the year ended 31 December
2015. The increase in net interest income was prigharily due, to the increase in the LTD Ratio leading to an
increase in interest income from loans and advancesito customers.

Fee and commission income

Metro Bank’s fee and commission ineomeyfor the year ended 31 December 2014 increased by £10.6 million,
or 193%, from £5.5 million for the year ended 31 December 2013 to £16.1 million for the year ended 31
December 2014. The increasg in feet@nd commission income was primarily due to an increase in customer
numbers leading to an incredseiin, transaction volumes and increased safe deposit box rentals.

Metro Bank’s fee and/commission/income for the year ended 31 December 2015 decreased by £0.4 million,
or -2%, from¥]16.1 imillion for the year ended 31 December 2014 to £15.7 million for the year ended 31
Decembgr 2015. This‘déeredse reflects a change in the accounting treatment of income received by Metro
Bank’s asset and inv@ice finance business at the start of 2015; this income is now classified within interest
income\Underlying/fee and commission income increased primarily due to the increase in transaction and
other fees from. euStomers and higher fee income from sales of safe deposit boxes.

Net gains on sale of investment securities

Metro Bank’s net gains on sale of investment securities for the year ended 31 December 2014 decreased by
£1.4 million, or 22%, from £6.5 million for the year ended 31 December 2013 to £5.1 million for the year
ended 31 December 2014. The decrease in net gains on sale of investment securities was primarily due to a
re-positioning of the portfolio, which resulted in a lower amount of sales of investment securities.

Metro Bank’s net gains on sale of investment securities for the year ended 31 December 2015 increased by
£1.3 million, or 24%, from £5.1 million for the year ended 31 December 2014 to £6.4 million for the year
ended 31 December 2015. The increase in net gains on sale of investment securities was primarily due to the
periodic realignment of the investment portfolio.
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Other income

Metro Bank’s other income for the year ended 31 December 2014 increased by £1.5 million, or 45%, from
£3.3 million for the year ended 31 December 2013 to £4.8 million for the year ended 31 December 2014.
The increase in other income was primarily due to an increase in Retail and Commercial Segment customer-
driven foreign exchange transactions.

Metro Bank’s other income for the year ended 31 December 2015 increased by £4.4 million, or 91%, from
£4.8 million for the year ended 31 December 2014 to £9.2 million for the year ended 31 December 2015.
The increase in other income was primarily due to increased Retail and Commercial Segment customer-
driven foreign exchange transactions.

Credit impairment charges

Metro Bank’s credit impairment charges for the year ended 31 December 2014 increased by £1.2 million, or
120%, from £1.0 million for the year ended 31 December 2013 to £2.2 million for the yeariénded 31
December 2014. The increase in impairment charges was primarily due to an increaSeiin the size and
maturity of the loan book.

Metro Bank’s credit impairment charges for the year ended 31 December 2015 increased by:£4.9 million, or
226%, from £2.2 million for the year ended 31 December 2014 to £7.0 fof the year ended 31 December
2015. The decrease in impairment charges was primarily due to an increase i the $iz€ and maturity of the
loan portfolio.

Operating expenses

Metro Bank’s operating expenses for the year ended 31 Decémber 2Q14 jncreased by £32.3 million, or 43%,
from £75.7 million for the year ended 31 Decembgri2013 ta:£107.9 nillion for the year ended 31 December
2014. The increase in operating expenses was primarily due'to”the increased number of stores; higher
numbers of customer-facing colleagues, including contact eehtre colleagues, private banking and lending
relationship officers; and continued inv€stment in eustomer delivery, as well as an increase in headcount of
non-store colleagues.

Metro Bank’s operating expenses for ghe year ended 31 December 2015 increased by £33.6 million, or 31%,
from £107.9 million for the year ended 3, December 2014 to £141.6 million for the year ended 31
December 2015. The increase in operating/xpenses was primarily due to the continued expansion of the
store network, investment in’FDinfrastructure and digitisation of the bank and the increase in the number of
customer facing colleaguespin thelénding, private banking and contact centre teams.

Depreciationtand amortisation

Metro Bank’s depreciationfand amortisation for the year ended 31 December 2014 increased by £3.9 million,
or 38%, from £10.3 million for the year ended 31 December 2013 to £14.2 million for the year ended 31
December 2014. The increase in depreciation and amortisation was primarily due to continued investment in
new stores andglT.

Metro Bank’s depreciation and amortisation for the year ended 31 December 2015 increased by £4.0 million,
or 28%, from £14.2 million for the year ended 31 December 2014 to £18.2 million for the year ended 31
December 2015. The increase in depreciation and amortisation was primarily due to the continued expansion
of the store network and investment in IT infrastructure and digitisation of the bank.

Taxation

Metro Bank’s tax credit for the year ended 31 December 2014 decreased by £1.2 million, or 11%, from
£11.0 million for the year ended 31 December 2013 to £9.8 million for the year ended 31 December 2014.
The decrease in tax credit was primarily due to a lower loss before tax for Metro Bank.
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Metro Bank’s tax credit for the year ended 31 December 2015 decreased by £2.2 million, or 22%, from £9.8
million for the year ended 31 December 2014 to £7.6 million for the year ended 31 December 2015. The
reduction in tax credit was primarily due to a reduction in the rate of corporation tax for future periods as
announced in 2015. The effect of this was an additional tax charge in the year of £2.7 million. The £1.8
million difference between the movement on the deferred tax asset in 2015 and the tax credit is due to the
tax effect of losses on available for sale investments, which was recognised in other comprehensive income.

Liquidity and Capital Resources

Liquidity
The Directors manage liquidity risk by maintaining sufficient net liquid assets as a percentage of liabilities to

cover cash flow imbalances and fluctuations in funding in order to retain full public cénfidence in the

liquidity of Metro Bank and to ensure that financial and regulatory obligations are met.

Metro Bank had cash and cash equivalents of £282.1 million and investment securities 2,0 illion,

including accrued interest, as of 31 December 2015. Metro Bank had total liabilities ingesp. ustomers’
accounts of £5,107.7 total million as of 31 December 2015.

Cash flows

The following table summarises Metro Bank’s cash flows for the periods indi

Year ended 31 December

2013 2014
(£°000)
(unaudited)

Net cash generated from operating activiti 248,502 810,211
Net cash used in investing activities . (343,734) (956,566)

Net cash flows from financing activit 284,308 98,841
189,076 (47,514)

74,108 263,184

263,184 215,670

Net cash used in investing activities

Net cash used in investing activities increased by £612.0 million from £343.7 million in 2013 to
£956.6 million in 2014. This increase was primarily driven by an increase in investment securities.

Net cash inflows from financing activities

Net cash inflows from financing activities decreased by £185.5 million from £284.3 million in 2013 to £98.8
million in 2014. This decrease was primarily due to lower inflows from share issues, net of costs.

Capital expenditure

Metro Bank’s capital expenditure largely relates to expenditure on new stores and IT development.
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In the years ended 31 December 2013 and 2014 Metro Bank’s capital expenditure was £59.1 million and
£41.0 million and principally comprised expenditure in relation to new stores and IT development. Metro
Bank estimates that it will have capital expenditure of approximately £50 million in 2016.

Capital management

Overview

The Directors are required to consider all material risks to which Metro Bank is exposed and determine the
capital required to ensure that, under both normalised and stressed conditions, Metro Bank has sufficient
capital to meet internal and regulatory capital requirements.

Metro Bank must maintain a certain level of capital to meet several requirements, including:

. to meet regulatory capital requirements;

. to ensure that Metro Bank can meet its business objectives, including its growth objectives;

. to ensure that Metro Bank can withstand future uncertainty, such as ed®homic ¢

. to provide assurance to depositors, customers, shareholders and other thi ies.

Management produces regular assessments of the current and forecaste of capital, as well as the

results of stress testing, to the Directors and the Risk Oversight Co .M ank complied with all

regulatory capital requirements throughout the year ended 31 Dece

CRD IV

In June 2013, the European Commission published the final zégulation and directive (known collectively as
CRD 1V) to give effect to the Basel III framework. The ive of CRD IV is to improve the banking
sector’s ability to absorb shocks arising from fina d/or economic stress and, therefore, reduce the risk

with effect from 1 January 2014.
The key changes introduced by CRD

. Changes to the definiti

on Equity Tier 1 and with a potential requirement to hold capital
clical and systemic risk buffers;

Introduction of the leverage ratio—the Basel Committee is testing and considering a minimum
e ratio of between 3.0 and 4.0%;

arty credit risk—introduction of a credit valuation adjustment to the mid-market
valuation on OTC derivatives;

. LCR—to ensure that banks hold sufficient liquid assets to cover net cash outflows under stressed
conditions over a period of 30 days; and

. Net stable funding ratio (“NSFR”)—to ensure that banks have stable funding in place to support
long-term obligations under both normal and stressed conditions over a period of one year.

Metro Bank’s capital position as of 31 December 2015 is shown in the table below.

171



Capitalisation

Metro Bank has levels of capital in excess of the requirements set from time to time by the PRA. As of 31
December 2015:

. Metro Bank’s fully loaded CRD IV Common Equity Tier 1 Ratio was 13.3%;
. Metro Bank’s Total Capital Ratio was 13.3%; and
. Metro Bank’s Leverage Ratio was 5%

The table below sets forth Metro Bank’s total capital, split by type of capital, as of 31 December 2015.

As of 31
December
Total Capital Resources 2015
ed)
Common Equity Tier 1 ratio 13.3%
Total regulatory capital ... 300 million
Total risk weighted assets...............ccoccviiiiiiiiiinin e £2,261 million
The table below sets forth the composition of Metro Bank’s Cémmon ity Tier 1 capital, as of 31
December 2015.
As of 31
December
Common Equity Tier 1 2015
(unaudited)
(£ millions)
Share capital .........ccovvniniiiieicrenn, 0
Share premium............ccocvevennnn, 629
Retained earnings ................, (211)
Less available for sale and OtherTRSCIYES .........eeieiiiiiiiiiiiiesiereeree e 8
less INtangible aSSELSA.......... b voeidiriiiiiii i 54
less defe e 56

Total Common Equity Tier 1 ... 300

Off-Ba et Items

As of 31 December 2015, Metro Bank has not entered into any off-balance sheet transactions, other than
those required to manage market risk in the ordinary course.

Liquidity

Liquidity is held by Metro Bank in a range of qualifying assets, including cash, gilts and a range of high
quality investment securities. Metro Bank maintains levels of liquidity that are in excess of those required by
the PRA. As of 31 December 2015, Metro Bank had an LCR of 126%.
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Sources of funding

During the periods under review, Metro Bank’s funding was principally generated through commercial and
retail customer deposits, with additional funding provided by the FLS. See “Key Factors Affecting Results of
Operations — Deposit base and funding”.

Critical Accounting Policies
The discussion and analysis of Metro Bank’s financial condition and results of operations are based upon
Metro Bank’s financial information, which has been prepared in accordance with IFRS. The preparation of
this financial information requires management to make estimates and judgements that affect the reported
amounts of income, expenses, assets and liabilities and the related disclosure of contingent assets and
liabilities. Estimates are based on available information and experience. Actual results could differ from
these estimates. Information about significant areas of estimation uncertainty and criti

dgements in
applying accounting policies that have the most significant effect on the Historical Financial In ation are
described in Note 4.19 (Critical accounting estimates and judgements) to the Hi

Information set out in Part VII: “Historical Financial Information”. For a detailed descripti Metro
a Historical

Bank’s significant accounting policies, see Note 4 (Significant Accounting Policie
Financial Information set out in Part VII: “Historical Financial Information”.

Asof a he year ended 31 December
2014 2015
@ (unaudited)

57 56 69

Non-IFRS Financial Information

LTD Ratio (%0) ooveerveererienieniee e

NIM (%) coviveeeieirerieieirenieesie e 1.4 2.1 2.0
DTV Ratio (%) for residential mortg; 61 61 60
DTV Ratio (%) for Commercial Seg 61 57 57
Number of StOres ........cocvvirerieiiiererenns 24 31 40
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PART IX:
SELECTED STATISTICAL INFORMATION FOR 2014 AND 2013

The following tables present certain of Metro Banks selected statistical information for the periods
indicated. The following information should be read in conjunction with the Historical Financial
Information, as well as Part VIII: “Operating and Financial Review” and Part VII: “Historical Financial
Information.” The statistical information and discussion and analysis presented below for the years ended
December 31, 2013 and 2014 is presented solely for the convenience of the reader for analytical purposes
and on the basis of Industry Guide 3 under the Securities Act (Statistical Disclosure by Bank Holding
companies (“Guide 37). Limitations in Metro Bank's existing financial reporting system prevent it from
cluded in this
shown for

generating certain information pursuant to Guide 3. Certain amounts and percentages
Private Placement Memorandum have been subject to rounding adjustments; accordingly, i
the same category presented in different contexts may vary slightly and figures in certain other c ts may
not be an exact arithmetic result of the figures shown herein.

[
Distribution of Assets, Liabilities, Stockholders’ Equity and Inter at

Closing Balances for year 31 December

2013 2014

Closing Daily Interest Daily Interest Average
spot average income/ average income/  yield/ rate
balance balance  (expense) balance  (expense) paid
audited)
Cash and cash
equivalents &
investment securities....... 959,415 1.61% 1,827,283 1,420,406 21,218 1.51%
Commercial.........c.c..... 312,09 4.48% 635,159 480,841 20,893 4.35%
MB AF/IF ..o 50,28 2,483 11.20% 79,483 63,953 9,455 14.78%
Residential mortgage.... 6,334 3.45% 825,135 588,061 19,881 3.38%
Consumer & other........ 1,114 7.29% 56,009 36,684 2,222 6.06%
Gross loans..........coeeeene 37,282 15,759 4.49% 1595785 1,169,539 52,451 4.48%
Loan fees.......ccovvunnnns — 373 — — — 1,939 —
1,067,855 26,282 2.77% 3,423,068 2,589,945 75,608 2.91%
(424,954)  (297,905) — — (856,777)  (684,621) — —
(487,053)  (375,007) (3,361) 0.90% (1,374,555)  (824,164) (8,750) 1.06%
Fixed term........ccooovvenee (403,382)  (234,449) (7,171) 3.06% (635,299)  (485,641) (9,041) 1.86%
Total deposits.................. (1,315,389)  (907,361) (10,532) 1.18% (2,866,631) (1,994,426) (17,790) 0.90%
Repo funding .................. (143,815) (90,624) (963) 1.06% (282,544)  (292,276) (2,851) 0.98%
Total interest bearing
liabilities........cccovvvernienne (1,459,204)  (997,985) (11,495) 1.15% (3,149,174) (2,286,702) (20,642) 0.90%
Net interest earnings...... — — 14,787 — — — 54,966 —
Net interest margin......... — — — 1.38% — — — 2.11%
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Interest Differentials

Cash and cash equivalents &
investment SeCUrities.........cccccevvivevrennane.

Commercial

MB AF/IF ..o

Residential mortgage .............
Consumer & other..................
Gross 10aNS .......covvvvvvieeeens
L0aN TS ...
Total interest earning assets..................
Demand — non interest bearing
Demand — interest bearing .....
Fixed term........cccovviinnnnnnne
Total deposits .......c.coveeerrrreenirreene
Repo funding ..o,
Total interest bearing liabilities

Net interest earnings..........c.coceceevevevnnee.

Investment Portfolio

one year through five years
Due after five years through ten years

Due after ten years

DUE IN ONE YEAN OF €SS ...ttt sttt

Due after one year through five years
Due after five years through ten years

Due after ten years

(O101V/<] ¢=To Il o To] [0 RO UURPRTROURRRPN

For year ending 31 December

2013 2014

Change in Change in

interest interest
income/  Changes in Change in income/  Changes in Change in
(expense) volumes rates (expense) volume rates

(£°000)
(unaudited)

3,212 7,236 (4,024) 11,068 12,714 (1,646)
5,835 5,501 335 12,582 13,244 (662)
2,483 0 2,483 6,972 82 2,291
5,376 5,502 (127) 13,5 13, (392)
775 513 262 @ 1, 559 (451)
14,469 13,107 1,362 6,692 34,232 (23)
(649) (649) x( 1,565 —
17,032 19,694 @, 6,843 48,511 (1,669)
(2,270) (1,827) (44 (5,389) (4,026) (1,362)
(3,585) (7,858 (1,870) (7,683) 5,813
826 (7,258) (11,709) 4451
(354) (1,888) (2,142) 254
3471 (9,146) (13,851) 4,705
37,696 — —

For year ending 31 December

2013 2014
Aggregate Book Value
(£°000)
(unaudited)
80,080 77,105
............................................. 80,080 77,105
482,212 1,205,944
— 25,601
............................................ 379,648 821,296
............................................ 102,564 359,046
58,439 101,165
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For year ending 31 December

2013 2014
Aggregate Book Value

DUE INONE YEAI OF 18SS ...viviiiiieieee e s — —
Due after one year through five YEars ... 58,439 101,165
Due after five years through ten Years..........ccoccovvrieiniieincesees e — —
DUE AFtEr TBN YEAI'S ... — —
COrporate DONGAS ........oceiiiiiriie bbb 83,203 234,119
DUE INONE YEAI OF 18SS ....eiviiiiieeee e s 6,847 —
Due after one year through five YEars ... 82 121,125
Due after five years through ten Years ... 29, 112,994
DUE AFtEr TBN YEAT'S ...vvivieiecieicre et — —
CaSh POILFOlIO ......c.iieeiiicie s . 196,426

8 12,523
9,415 1,827,283

6,847 25,601
564,749 1,120,692
132,338 472,040
255,480 208,950

Loan Portfolio

As of 31 December

2013 2014
(£°000)
(unaudited)
Types of Loans
Commercial
27,158 46,926
31,198 77,401
260,414 585,412
(6,677) (72,745)
312,093 636,993
7 _
18,899 52,948
347,319 717,274
4,270 54,913
370,496 825,135
14,805 21,321
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As of 31 December

2013 2014
(£°000)
(unaudited)

Due after one through fiVe YEars .........cooviiiiiiieieeeee e 6,561 11,122

DUE AftEr FIVE YBAIS .....eeiciiicieire s 92 17

(011 TSR 10 23,549

Total ConSUMET & OTNET .....cooviiiiiice e 21,468 56,009
IVIB AF/IF ottt s b ettt be e

DUE IN ONE YEAN OF 1855 ...ttt 48 79,631

Due after one through five YEars ... —

DUE AftEr FIVE YBAIS .....eieiiicieie e — —

Other B | (282)

Total CONSUMET & OTNEK ......oiiiiiiieiiee e 50,58 79,349

TOLAI JOANS ..o 1,597,485

Off-balance sheet commitments and CONtINGENCIES ..........cvvvreiriireiriiiiienes 159,223 184,317
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PART X:
RISK MANAGEMENT

Overview

A core objective for Metro Bank is the effective management of risk to protect its depositors, borrowers and
shareholders, and to ensure Metro Bank has adequate capital and liquidity resources.

The risk management framework established by Metro Bank supports decision-making across the bank. Risk
appetite, which is set by the Board and managed across the business, is subject to regular monitoring and
review. Metro Bank’s approach to risk management is supported by a robust risk culture which places the

customer and delivering business objectives “the right way” at the heart of the business. Bank seeks

business. Metro Bank works to optimise risk and return while managing risk at an
exposure.
[

, Wi independent
from Metro Bank’s operational and commercial functions. The risk function, is’responsible for ensuring that
appropriate risk management processes and controls are in place, and ey ar
thereby ensuring that key risks are identified, assessed, monitored and mitigated.

Board that Metro Bank’s principal risks are appropriately at it is operating within its risk
appetite.

The risk management function provides independent rt y to the Board and at least quarterly to
Bank’s risk positions, risk management and

ding the identification, assessment and management of
dequa effective controls in place to manage these risks.

Metro Bank’s risk management framewo infrastructure has developed in line with the growth of its
customer base. With bespoke t, y a

focus help it to drive higher h ani er risk lending.

Risk Management b ork

re for each of its key risks.

Risk Management Framework

Principal risk: Credit Operational Liquidity Market & Financial Regulatory ~ Conduct
Interest rate Crime
Credit policy Enterprise Liquidity reasury [Anti-money Compliance reating
Risk policy Instruments and laundering policy Customers
Dealing policy
Management reasury & Fairly policy
policy Sanctions
b~ Alimg s
Risk Credit & Risk Operational Assets & Liabilities Assets & Liabilities ~ Anti-Money Regulatory ~ Conductand Voice
. Committee (ALCO) and Committee (ALCO)  Laundering Risk reports  of the Customer
reporting: Analytics Risk Reports Treasury Reports and Treasury Reports Steering Group reporting
reports reports
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Credit sanctioning Executive Risk Assets & Assets & Executive Risk Executive Risk |Executive Risk

[Committee Credit Policy &Committee Liabilities Liabilities Committee Committee  |Committee

ppetite Committee
Executive Risk Committee Committee Committee

Oversight Risk Oversight Risk Oversight  Risk Oversight Risk Oversight Risk Oversight Risk Oversight Risk Oversight

Committee: Committee Committee Committee Committee Committee Committee  Committee

The responsibility for managing Metro Bank’s principal risks rests with the Board, with the ROC, the Audit
Committee and the Executive Management Committees assisting it in this function.

Board

framework in place for the reporting and management of those risks. The Board j
that management has established and maintains a robust control environment
and is responsible for ensuring the capital and liquidity resources are a

objectives without taking undue risk.

The Board also maintains close oversight of current and future acti
board reports, including financial results, operational reports, et

the main risks set out in the Internal Capital Adequacy ment Process (“ICAAP”) and Individual

Liquidity Adequacy Assessment (“ILAA”) reports’

Risk Oversight Committee
The ROC assists the Board in providi

The ROC is chaired by a Non{Exe ector, and comprises a further three Non-Executive Directors.
The Chief Executive Office the ef Financial Officer attend as guests. The Chief Risk Officer also
attends.

The ROC:

Board Metro Bank’s risk appetite and regularly reviews Metro Bank’s risk
exposures injrelation to the risk appetite;

tro Bank’s risk policies, and approves or recommends to the Board for approval; and
. monitors the effectiveness of Metro Bank’s risk management processes and procedures.

The Chair of the ROC meets with the Chief Risk Officer and other senior leaders of Metro Bank regularly
throughout the year to discuss risk management and control activity.

Audit Committee

The Board has delegated responsibility for reviewing the effectiveness of Metro Bank’s internal controls to
the Audit Committee. The Audit Committee meets at least five times a year and monitors and considers the
internal control environment focusing on operational risks and internal and external audits.
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The Audit Committee is chaired by a Non-Executive Director and comprises a further two non-executive
Directors. The Chief Executive Officer, the Chief Financial Officer and the Chief Risk Officer also attend.

The Audit Committee:

. monitors the integrity of Metro Bank’s financial statements, reviewing significant financial
reporting issues and any judgements which they contain;

. monitors and reviews the effectiveness of the internal audit function and approves the appointment
or removal of the Head of Internal Audit; and

. oversees the relationship with Metro Bank’s external auditor, including reviewing the engagement
terms and fees, monitoring their independence and quality control, as well as the audit findings,
management letter and audited accounts.

The chair of the Audit Committee meets with both internal and external auditors regularly thro ut the
year.

[
Executive Management Committees
The CEO, supported by Metro Bank’s executive management team, is responsible ecuting the strategy
of Metro Bank and making decisions and recommendations to the Bo s appropriate, through the

following committees:

. Asset and Liabilities Committee;
. Executive Risk Committee;
. Credit Sanctioning Committee;

an analysis pf financial market trends is considered along with actual and projected business

erformance/to assess the adequacy of funding to meet the projected targets;

. icing decisions are agreed at ALCO to ensure absolute visibility of trading, liquidity and
market, and capital impact; and

. monitoring interest rate risk.

ALCO is chaired by the Chief Financial Officer; the Chief Executive Officer, Chief Risk Officer, Treasurer,
Chief Operating Officer and the various heads of business are members of the committee. The Chairman of
the ROC is a standing guest.

Executive Risk Committee

The Executive Risk Committee meets monthly and is responsible for:
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. reviewing business performance in relation to risk appetite across credit, operational, regulatory and
conduct risks;

. oversight of the operation of Metro Bank’s Enterprise Risk Management (“ERM”) framework
(discussed below); and

. oversight of the performance of the key risk Indicators.

The Executive Risk Committee is chaired by the Chief Risk Officer. Its membership comprises the Chief
Executive Officer, MD Commercial Banking, MD Regional Banking, Chief Commercial Officer, Chief
Financial Officer, Chief Operating Officer, Chief People Officer, and the Head of Internal Audit.

Credit Sanctioning Committee

The Credit Sanctioning Committee is responsible for:

. sanctioning of higher value lending requests, and any exceptions to policy;

. monitoring Metro Bank’s overdue accounts; and @

. granting and reviewing delegated lending authorities.

The Credit Sanctioning Committee meets at least twice weekly and is chai the digector of Commercial
Credit. Its membership comprises the Chief Executive Officer, Chief Ri ffice Commercial Banking

and an independent head of a business line.

Credit Policy and Appetite Committee
The Credit Policy and Appetite Committee meets onthly afd is responsible for:

. overseeing Metro Bank’s credit risk policie

po

ainst’Metro Banks’s set risk appetites; and

orts on completed audits and the progress of existing audits, as well as audit findings.

. Trading Performance: responsible for reviewing trading performance across each of the business
lines within Metro Bank.

. Finance: responsible for reviewing performance across actual and forecasted costs, income, capital,
and provisions.

. Voice of the Customer: provides direction on actions required to help ensure Metro Bank delivers
amazing customer service and consistently fair customer outcomes.

. Voice of the Colleague: responsible for embedding and strengthening Metro Bank’s unique culture
through people interventions, and for reviewing the performance of key colleague metrics.
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Enterprise Risk Management
The Board is responsible for the approval of Metro Bank’s ERM policy, the operation of which is overseen
by the Executive Risk Committee.

The ERM policy is embedded in Metro Bank through the three lines of defence, which defines
responsibilities and accountabilities in accordance with the following principles:

. First line of defence — business areas (including support functions) are accountable for owning and
managing, within the defined and agreed risk appetite, the risks which exist in their business area.
Business areas are directed to conduct appropriate assurance activity to ensure controls are adequate
and effective.

. Second line of defence — Metro Bank’s risk function provides independent monitgring, advice and
assurance to the business area owning the process or the policy. It is accountable for deyeloping the
risk and control frameworks and supporting tools which business areas will use to discharge their
risk management responsibilities.

. Third line of defence — Metro Bank’s internal audit function provides indgpendent assurance that all
significant risks are identified and appropriately reported and that, they are adequately controlled.
This includes an assessment of the effectiveness of the control and monitoring framework.

The Chief Risk Officer, alongside leaders within each business area, appoints “risk°’champions” (first line of
defence) in each business area who are responsible for monitorigg{the management of risks within their
business area, and for liaising with business heads to maintain appropriate risk management practices in their
business area. Business heads manage their risk and contrgl agtivities in the pursuit of business strategies
and objectives.

The Chief Risk Officer leads and manages the riskgnonitering,and control function (second line of defence)
and coordinates the implementation of the’ ERM pelicy, and'the governance process to facilitate integrated
risk management, across Metro Bank! This geeond 1in€of defence evaluates the risk profile of Metro Bank
against the risk appetite, monitors riskamé@nagement practices, and reports on performance to the Executive
Committee and Board. In addition,sthecompliance function carries out monitoring reviews to provide
assurance regarding regulatory compliance ‘acress Metro Bank.

Principal Risks

Given the nature of the aetivities'that Metro Bank undertakes, its principal risks are credit risk, liquidity risk,
market risk, interest fate risk;\regulatory risk, conduct risk, financial crime risk and operational risk. Each
risk has adefihed risk appetite which is reinforced though documented policies and overseen by a robust
governahce process.

All keyirisks have also been considered in detail as part of Metro Bank’s capital adequacy assessment and
are documented infits ICAAP document, which is approved by the Board. Liquidity risk is also separately
considered i Metro Bank’s annual Individual Liquidity Adequacy Assessment paper, which is also approved
by the Board. Operational risk is also managed through Metro Bank’s ERM policy.

Credit Risk

Credit risk is the risk of loss in the event of defaulting mortgage and loan contracts and is the most
significant risk incurred by Metro Bank. Credit risk arises from Metro Bank’s loan book but can also arise
from other off-balance sheet activities. However, Metro Bank does not trade in financial instruments.

Credit risks associated with lending are managed through the use of detailed lending policies which outline
the approach to lending, underwriting criteria, credit mandates, concentration limits and product terms.
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Metro Bank maintains a dynamic approach to credit management and will take necessary steps if the credit
performance deteriorates due to economic or sector-specific weaknesses.

Metro Bank has a director of Commercial Credit with responsibility for underwriting and lending reviews
for the key aspects of the lending portfolio. The Director also provides mentoring and business support,
covenant monitoring, credit committee management, case credit grading and credit training delivery.

Metro Bank also seeks to mitigate credit risk by focusing on business sectors where it has specific expertise
and limiting exposures on larger loans, certain sectors and other factors which can represent higher risk.
Metro Bank also seeks to obtain security cover and, where appropriate, personal guarantees from borrowers.

Each business area has its own lending policy and a dedicated team which assesses credit risk, supported by
a Head of Credit having oversight of lending activities. Further information is given beloW, regarding the
different lending areas.

Metro Bank’s risk function, Credit Sanctioning Committee, Credit Policy and Appetite Cemmittee and the
ROC have oversight responsibility for credit risk; and credit assurance reviews are fconducted )by Metro
Bank’s internal audit function, the outputs of which are reported to the Audit Committee.

Metro Bank adopts a partnership approach to credit underwriting and sanetioning.hCredit partners (i.e.,
underwriters) work alongside relationship managers (i.e., lenders), helping'te shape proposals in a way that
is acceptable for both Metro Bank and the customer. The independencegof the credit function is maintained
through the credit committee structure, and management oversight and review. This approach has a number
of benefits: credit involvement at an early stage ensures the formalisanctioning process is more efficient;
customers have the opportunity to meet with the individudls“responsible for the credit decision, which
distinguishes Metro Bank from other lenders and reinforees”Metrg Bank’s credentials as a relationship-
driven bank. In addition, this process leads to fewer formalifejections as weaker applicants are typically
filtered out before significant time or resource is expended.

Residential Mortgages

All residential mortgage applications argfreviewed by an experienced team of underwriters who manually
assess each application. Applicationsgarelunderwritten in accordance with the residential mortgage lending
policy and each loan has to undergo an ‘afferdability assessment, which takes into account the specific
circumstances of each borrower. Information is obtained on all loan applications from credit reference
agencies, which provide a detailed insight into the applicant’s credit history and indebtedness, and which is
carefully reviewed by themunderwriters.

Metro Bank/has a conservative approach to lending and will typically only lend up to 85% of LTV. Metro
Bank algo undertakest@a¥full#valuation on all properties. Valuation reports are produced by an experienced
panel of qualified external valuers.

Metro'Bank offers advice to mortgage borrowers but does not sell payment protection insurance policies.

Commercial Mortgages

Metro Bank has a conservative approach to underwriting commercial property loans. A team of experienced
underwriters carefully reviews all applications.

Properties are individually valued and a detailed report is produced to ensure the property is acceptable
security and will present minimal problems in the event of default, where the asset has to be recovered and
sold. Valuations are performed by experienced and qualified external firms. The valuers provide commentary
on the tenancy/letting of properties where the commercial mortgages are connected to an investment
property transaction.
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Affordability assessments are performed on all loans and other forms of security are often obtained, such as
a personal guarantee.

Loans to commercial mortgage customers are secured on properties solely located in the UK, principally in
the South East of England. Credit exposures are well diversified by sector and geography and any
concentration risks are closely monitored. Regular reviews are performed on loans in the portfolio, with
particular attention paid to larger exposures.

Portfolio and Investments

Credit risk of bank and treasury counterparties is controlled through Metro Bank’s Treasury Instruments and
Dealing Policy, which limits the maximum exposure by entity where Metro Bank can deposit or invest.
Metro Bank also performs stress testing to ensure that its treasury credit risk exposuresgare sufficiently
robust. Credit limits are approved and monitored by Metro Bank’s ALCO.

Non-performing Loans and Provisioning

Metro Bank maintains a provisioning policy which applies to all lending actiyities within' Metro Bank. A
small amount of provision is raised against performing balances (good book) onge they are on the balance
sheet and collective provision is raised against any non-performing loang that/fallhinto arrears. A loan is
classified by Metro Bank as non-performing once it is either 90 or 180 days/imarrears, dépénding on the type
of loan. Once an account defaults it is then fully impaired against the totalibalaicé in default. Specific
provisioning is only raised against large size lending on a case by casefbasis)

Defaulted agreements are considered to be loans over 90 days i argears for commercial lending and 180
days for retail unsecured products, where there is an event ofagreement default or where the debtor is
insolvent.

When specific provisions are made for defaulted”agreéments a loan-by-loan analysis is undertaken to
understand the probability of recovery, whether the agreement can be restored to order or, if not, what the
recovery is likely to be.

The majority of loans have good security, such as preperty, and this will lead in most cases to a full or high
level of recovery. Any potential shortfall is calculated and this value forms the basis of the specific
provision, taking into account thef@osts of recovery.

There is regular monitoring ¢f the performance of loan assets, especially where there is any sign of potential
or actual impairment. Late,payments and arrears cases are reported in detail and reviewed regularly, and
detailed credit report§ are submitted for review to the monthly Management Credit Committee and to the
ROC quarterly?

Liquidity Risk
Liquidity risk is the gisk that Metro Bank is not able to meet its financial obligations as they fall due.

To protect'Metro Bank and its depositors against liquidity risk, Metro Bank maintains a liquidity buffer. The
liquidity buffer is monitored daily to ensure there are sufficient liquid assets at all times to cover cash flow
imbalances and fluctuations in funding and to enable Metro Bank to meet all financial obligations and to
support anticipated asset growth.

Through the ILAA process, Metro Bank has assessed the level of liquidity necessary to prudently cover
systemic and idiosyncratic risks; and the ILAA process determines the appropriate liquidity buffer, taking
into account the specific nature of the deposit base.

The ILAA requires Metro Bank to consider all material liquidity risks in detail, and the ILAA has
documented Metro Bank’s analysis of each key liquidity risk driver. Liquidity risks are specifically
considered by the ALCO each month.
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Based on the business model of funding via retail deposits, the liquidity risk appetite as set by Metro Bank is
considered appropriate, and provides assurance to the Board that the relevant liquidity risk drivers have been
considered and appropriately stressed and that Metro Bank is able to remain liquid beyond the targeted
survival period.

Retail funding risk

Retail funding risk is the primary liquidity risk driver for Metro Bank, and this would occur if there was a
concern by depositors over the current or future creditworthiness of Metro Bank. Although Metro Bank
seeks to operate in such a way as to protect depositors, an extremely high proportion of deposits are
protected by the UK FSCS, which protects customer deposits up to £75,000.

Wholesale Funding

Metro Bank does not fund its operations through wholesale markets, except for drawdowns under the FLS.
However, Metro Bank has back-up access to secured funding (‘Repo’) lines. Metro Banki also has
relationship banking facilities in place which are used to hedge against currency and intefestirate exposures.

Payments Systems

Metro Bank is not a direct member of the UK payments system. Howevety insthe event there are problems
with one of the payment systems, Metro Bank has access to payment facilities with whigh to make payments
to cover liabilities when due.

Pipeline Loan Commitments

Metro Bank needs to maintain liquidity to cover its outstandifigppipeline-of loan offers. Although certain
pipeline offers may not be legally binding, the failure to adhep€ to ah eXpression of intent to finance a loan
contract brings reputational risk. Therefore, liquidity 1s'held foxoffefed contracts.

Cash Collateral Requirements

The swap Credit Support Annex requires Metro Bank or’its swap counterparty to hold cash in a deposit
account, depending on whether the swap 4s‘in‘ohout of the money. As Metro Bank has no credit rating, its
swap agreements are not credit rating sensitive, whieh removes the impact from a downgrade risk.

Contingency Funding Plan

As a regulated firm, Metro Bank is required to maintain a Contingency Funding Plan (“CFP”). The plan
involves a two stage process, eovering preventative measures and curative measures to be invoked when
there is a potential ordctualirisk tofMetro Bank’s liquidity position. The CFP provides a plan for managing a
liquidity situdtion or crisis within Metro Bank, caused by internal events, external events or a combination
thereof,4The plan outlinesgpWhat actions Metro Bank will take to ensure it complies with the liquidity
adequacy rule and opgrates within its risk appetite and limits, as set and approved by the Board.

Market Risk

Metro Bank does not carry out proprietary trading or hold any positions that are required to be regularly
marked to market. Investments in assets are not actively traded. Exposure to foreign exchange risk are
managed to within a low tolerance to facilitate customer transactions.

Metro Bank does, however, hold a portfolio of investment securities. Some of these securities are exposed to
market price movements should any of the securities be sold. Monthly prices are obtained to ensure Metro
Bank is aware of any material diminution in value.

Interest Rate Risk

Interest rate risk is the risk of loss through un-hedged or mismatched asset and liability positions sensitive to
changes in interest rates. When possible, Metro Bank seeks to match the interest rate structure of assets with
liabilities, or deposits, creating a natural hedge. When this is not possible, Metro Bank will enter into swap
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agreements to convert fixed interest rate liabilities into variable rate liabilities, which are then matched with
variable interest rate assets. Interest rate risk is reviewed by ALCO on a monthly basis.

Interest rate risk in the banking book consists of asset-liability interest rate gap risk and basis risk.

Regulatory Risk

Metro Bank aims to comply with all relevant rules, regulations and sourcebooks. Metro Bank has policies
and procedures in place to ensure compliance with its regulatory obligations, and robust oversight and
monitoring to evidence compliance. Metro Bank regularly engages with the PRA, FCA and other regulators
and industry bodies to manage this risk proactively.

In assessing this risk, management considers the control mitigants in place. Key mitigants are a strong,

appropriately-resourced risk function, the simplicity of Metro Bank’s product range a culture of

delivering unparalleled levels of service and convenience, to ensure the consistent delivery o customer

outcomes.

Additional controls over regulatory risk include: o

. regular reporting of regulatory compliance oversight by the Executive Ri m and ROC;

. compliance monitoring and outcomes testing programme in place larlyjreviewed,

. control around customer data and IT systems both internally outsourcing partners;

. mandatory monthly regulatory training for all colleagues;

. a culture built on transparency and seryice, fo on)delivering consistently fair customer
outcomes;

. reward and recognition for all colleague owr providing exceptional customer service and
recognising risk, compliance udit req

. training and competency sc stomer-facing roles; and

. products and services that pose atory risk

Conduct Risk

Metro Bank aims to provi omers with simple, fairly-priced products delivered through unparalleled

. a culture built on transparency and service;

. products and services offered being simple and transparent;

. no sales incentive schemes in place;

. training and competency schemes for all customer-facing roles;

. conduct risk training included in the mandatory training for all colleagues;
. close management of third-party relationships;

. a compliance monitoring programme in place and regularly reviewed;
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. regular consideration of conduct risks at the business risk committees; and

. close and regular oversight of conduct risk by the Chief Executive Officer, Chief Risk Officer,
Executive Risk Committee, Risk Oversight Committee and Board.

Financial Crime Risk

Metro Bank sets out its risk appetite and approach within its policies and procedures to ensure compliance
with its regulatory obligations. Monitoring and oversight is in place to help ensure that systems and controls
remain robust and effective. Metro Bank regularly engages with the FCA, other regulators and industry
bodies proactively to manage its financial crime risks.

Key controls over financial crime risk include:

. financial crime training included in the mandatory training for all colleagues, ani hanced in
customer-facing roles;

. financial crime oversight and assurance of the financial crime risk nanage t fi wprk in the
business;

. the development of key risk indicators for management reporting,fineludin onitoring of risk
appetite;

. regular consideration of financial crime risks through a ed committee, with monthly

submissions to the Board;

. financial crime risk assessment, including impact a
to which Metro Bank is exposed; and

Operational Risk

Operational risk is the risk of loss res equate or failed internal processes, people, IT and other

systems or from external events.

Metro Bank aims to accept f dperational risk, and seeks to minimise operational failures. Key

risk indicators are used to pro an oyerview of the control environment and to assess performance against

Business ity plans are also in place for all operational locations. These plans are updated and tested to
ensure that they are robust and fit for purpose. Metro Bank uses external disaster recovery sites as back up

locations for both IT servers and colleagues.

Strategic Risk

Strategic Risk is the risk that Metro Bank fails to achieve short and long-term business objectives by failing
to develop the products, capabilities and competitive positioning necessary to attract consumers, compete
with competitors, withstand market volatility and sustain its AMAZE(ING) customer-focused culture. The
result is a failure to deliver returns expected by stakeholders (customers, colleagues, shareholders, investors,
communities, and regulators).
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The Board uses a series of quantitative and qualitative measures regularly to monitor business performance
against short and medium-term business plans.

&

C/O
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PART XI:
DILUTION

Interests of prospective investors investing in the Shares will be diluted to the extent of the difference
between the Offer Price and the net book value per Share immediately following the completion of the
Offer. Net book value per Share represents the amount of Metro Bank’s total assets less total liabilities
divided by the number of Shares issued and outstanding as of a particular date.

Investors participating in the Offers will incur immediate dilution as a result of the issuance of: (i)

24,999,999 new Shares in connection with the Offers (assuming the maximum number of Shares are
issued in the Offers); (ii) 916,561 new Shares upon conversion of the B Shares into Shares at

calculated using 59,207,692 Shares. Taking effect of the Offers at £24 per Share,

Metro Bank’s adjusted net book value on 31 December 2015 would 718 per Share. This
represents an immediate increase in net book value of £4.86 per ordi are and an immediate
dilution of £305 million, or £12.22 per Share, to new investors pfirch Shares in the Offers.

The table below sets forth dilution per Share to new inves

Offer Price per Share..........cccocoovveiinnenneenn. £24.00
Metro Bank’s net book value per or £6.93
Increase in Metro Bank’s net bgok val are attri £4.86
Metro Bank’s adjusted net book £11.78
Dilution per Share to NEW INVEStOTS ... 0. veiviiriiiiieiiie e £12.22
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PART XII:
TAXATION

GENERAL

The comments in this Part XII: “Taxation” are of a general nature and are not intended to be
exhaustive. Any prospective investors who are in any doubt about their tax position should consult
their own professional advisers immediately.

UNITED KINGDOM

The comments set out below are based on current United Kingdom tax law as applied in England
and Wales and HM Revenue & Customs published practice (which may not be/binding on HM
Revenue & Customs) as at the date of this Private Placement Memorandum, both of'which are
subject to change, possibly with retrospective effect. They are intended as a general guide-and
apply only to Shareholders resident and, in the case of an individual, domiciled for tax,purposes
in the United Kingdom and to whom “split year” treatment does not apply (¢xcept‘insofar as
express reference is made to the treatment of non-United Kingdom residents), who'hold Shares as
an investment and who are the absolute beneficial owners theréof. Thetdiscussion does not
address all possible tax consequences relating to an investment in the Shares. Certain categories
of Shareholders, including those carrying on certain financial activities, those subject to specific
tax regimes or benefitting from certain reliefs or exemptions, those‘coninected with the Company
or Metro Bank, and those for whom the Shares are employment-related securities may be subject
to special rules and this summary does not apply toSuch Shareholders.

Shareholders or prospective shareholders who ‘are, in anygdoubt about their tax position, or who are
resident or otherwise subject to taxation in agurisdiction, outside the United Kingdom, should consult
their own professional advisers immediately.

Taxation of Dividends

The Company will not be required to withhold amounts on account of United Kingdom tax at source
when paying a dividend.

A United Kingdom resident, indiyidual Shareholder who receives a dividend from the Company will
generally be entitléd fopa tax €redit which may be set off against the shareholder’s total income tax
liabilityy, The tax credit Will be equal to 10% of the aggregate of the dividend and the tax credit (the
“groSs dividend);whigch is also equal to one-ninth of the cash dividend received.

Therefore, a United Kingdom resident individual Shareholder who is liable to income tax at the basic
rate will be subject to tax on the dividend at the rate of 10% of the gross dividend, so that the tax credit
willisatisfygin full such Shareholder’s liability to income tax on the dividend.

In the case of a United Kingdom resident individual Shareholder who is liable to income tax at the
higher rate, the tax credit will be set against but not fully match the Shareholder’s income tax liability
on the gross dividend and such Shareholder will have to account for additional income tax equal to
22.5% of the gross dividend (which is also equal to 25% of the cash dividend received) to the extent
that the gross dividend, when treated as the top slice of the Shareholder’s income, falls above the
threshold for higher rate income tax.

In the case of a United Kingdom resident individual Shareholder who is subject to income tax at the
additional rate, the tax credit will also be set against but not fully match the Shareholder’s liability on
the gross dividend and such Shareholder will have to account for additional income tax equal to 27.5%
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of the gross dividend (which is also equal to approximately 30.6% of the cash dividend received) to the
extent that the gross dividend, when treated as the top slice of the Shareholder’s income, falls above the
threshold for additional rate income tax.

A United Kingdom resident individual Shareholder who is not liable to income tax in respect of the
gross dividend and other United Kingdom resident taxpayers who are not liable to United Kingdom tax
on dividends will not be entitled to the tax credit attaching to dividends paid by the Company (and
accordingly will not be entitled to claim repayment of the tax credit).

Although Shareholders who are within the charge to corporation tax would strictly be subject to
corporation tax on dividends paid by the Company (subject to special rules for such Shareholders that
are small companies) generally such dividends will fall within an exempt class and will not be subject
to corporation tax (provided certain conditions are met and anti-avoidance rulés are satisfied).
However, each Shareholder’s position will depend on its own individual circumstances and
Shareholders within the charge for corporation tax should consult their own professional adviserss

Non-United Kingdom resident shareholders will not generally be able t@felaim repaymentiof any part
of the tax credit attaching to dividends paid by the Company. A Shareholder gésident utside the United
Kingdom may also be subject to foreign taxation on dividend incore ainder loeal law. Shareholders
who are not resident for tax purposes in the United Kingdom shouldhebtain their own tax advice
concerning tax liabilities on dividends received from the Companys

Future changes to the taxation of dividends

The Government has announced that the income tax system for dividénds is to be reformed. From April
2016, the 10% tax credit described above is goybe abolished and a new annual dividend allowance of
£5,000 is to be introduced. The new rates of taxyon ‘dividénds received above the annual dividend
allowance will be 7.5% (for basic rate taxpayers), 32.5% (for higher rate taxpayers) and 38.1% (for
additional rate taxpayers). The Governmenthas also/announced that it will consult on the rules for
company distributions.

Taxation of Capital Gains

Shareholders who are r¢sidemt, in the United Kingdom, and individual Shareholders who are
temporarily non-resident for a peried of five years or less and subsequently resume residence in the
United Kingdom, may, depending on their circumstances and the availability of exemptions or reliefs
(including, for gexample,) the” annual exempt amount for individuals and indexation allowance for
corporatedSharcholders),/be liable to United Kingdom taxation on chargeable gains in respect of gains
ariSing from a sale‘er’other disposal (or deemed disposal) of the Shares.

Certain transfers at an undervalue by the Company or certain members of Metro Bank may result in a
reduetion inthe chargeable gains tax base cost of the shares for certain Shareholders.

Inheritance Tax

The Shares will be assets situated in the United Kingdom for the purposes of United Kingdom
inheritance tax. A gift of such assets by, or the death of, an individual holder of such assets may
(subject to certain exemptions and reliefs) give rise to a liability to United Kingdom inheritance tax,
even if the holder is neither domiciled in the United Kingdom nor deemed to be domiciled there (under
certain rules relating to long residence or previous domicile). Generally, United Kingdom inheritance
tax is not chargeable on gifts to individuals if the transfer is made more than seven complete years prior
to the death of the donor. For inheritance tax purposes, a transfer of assets at less than full market value
may be treated as a gift, and particular rules apply to gifts where the donor reserves or retains some
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benefit. Special rules also apply to close companies and to trustees of settlements who hold Shares
bringing them within the charge to inheritance tax. Holders of Shares should consult an appropriate
professional adviser if they make a gift of any kind or transfer Shares at less than market value, or
intend to hold Shares through such a company or trust arrangement. They should also seek professional
advice in a situation where there is potential for a double charge to United Kingdom inheritance tax and
an equivalent tax in another country or if they are in any doubt about their United Kingdom inheritance
tax position.

Stamp Duty and Stamp Duty Reserve Tax (“SDRT”)

The statements in this section entitled “Stamp Duty and Stamp Duty Reserve Tax (“SDRT”)” are
intended as a general guide to the current United Kingdom stamp duty and SDRT pdSsition. Investors
should note that certain categories of person are not liable to stamp duty or SDRT and others may be
liable at a higher rate or may, although not primarily liable for tax, be required to notify andyaccount
for SDRT under the Stamp Duty Reserve Tax Regulations 1986.

Issue

No stamp duty or SDRT will arise on the issue of Shares in registefied form byythe Company. In the
case of shares issued to a clearance service or depositary receipt systempthis is aga result of case law
which has been accepted by HM Revenue & Customs.

Transfer outside of Depositary Receipt Systems and Cleargnee Services

An agreement to transfer Shares will normally give riseof@jehargeito’SDRT at the rate of 0.5% of the
amount or value of the consideration payable, for the¢ tydnsfery SDRT is, in general, payable by the
purchaser.

Instruments transferring Shares will generally be subject to stamp duty at the rate of 0.5% of the
consideration given for the transfeg(rounded upyto the/next £5). The purchaser normally pays the stamp
duty. An exemption from stamp, duty is“available®on an instrument transferring Shares in cases where
the amount or value of the considefation proyided is £1,000 or less and a certification is made that the
transaction effected by the instrimentidoes not form part of a larger transaction or series of transactions
in respect of which the aggr€gate amount or value of the consideration provided exceeds £1,000.

If a duly stamped transfer eompleting an agreement to transfer is produced within six years of the date
on which the agreement is made (or, if the agreement is conditional, the date on which the agreement
becomes unconditional), any’SDRT already paid is generally repayable, normally with interest, and any
SDR¥FPTharge yetito be paid is cancelled.

Transfers withip CREST

Raperless transfers of Shares within the CREST system are generally liable to SDRT, rather than stamp
duty, generally at the rate of 0.5% of the amount or value of the consideration payable. CREST is
obliged to collect SDRT on relevant transactions settled within the CREST system. Deposits of shares
into CREST will not generally be subject to SDRT or stamp duty, unless the transfer into CREST is
itself for consideration.

Transfers to and within Depositary Receipt Systems and Clearance Services

HM Revenue & Customs is of the view that where shares are transferred (a) to, or to a nominee or an
agent for, a person whose business is or includes the provision of clearance services or (b) to, or to a
nominee or an agent for, a person whose business is or includes issuing depositary receipts, stamp duty
or SDRT will generally be payable at the higher rate of 1.5% of the amount or value of the
consideration given or, in certain circumstances, the value of the shares.
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There is an exception from the 1.5% charge on the transfer to, or to a nominee or agent for, a clearance
service where the clearance service has made and maintained an election under section 97A(1) of the
Finance Act 1986 which has been approved by HM Revenue & Customs and which applies to the
Shares. In these circumstances, SDRT at the rate of 0.5% of the amount or value of the consideration
payable for the transfer will arise on any transfer of shares into such an account and on subsequent
agreements to transfer such shares within such account.

Any liability for stamp duty or SDRT in respect of a transfer into a clearance service or depositary
receipt system, or in respect of a transfer within such a service, which does arise will strictly be
accountable by the clearance service or depositary receipt system operator or their nominee, as the case
may be, but will, in practice, be payable by the participants in the clearance service or depositary
receipt system.

The proposed Financial Transactions Tax (“FTT”)

On 14 February 2013, the European Commission published a proposal (the “Cominission’s, Proposal”)
for a Directive for a common FTT in Belgium, Germany, Estonia, Greece, Spain, France, Italy, Austria,
Portugal, Slovenia and Slovakia (the “participating Member States™).

The Commission’s Proposal has very broad scope and could, if introduced,, apply to certain dealings in
shares (including secondary market transactions) in certain circumsténces.

Under the Commission’s Proposal, the FTT could apply, int€ertain cirCumstances, to persons both
within and outside of the participating Member States. Gemesally,itywould apply to certain dealings in
Shares where at least one party is a financial institution] and) at/least one party is established in a
participating Member State. A financial institufion may, _be£0r be deemed to be, ‘established’ in a
participating Member State in a broad rangg”of ‘€iscumstances, including (i) by transacting with a
person established in a participatin® Membegr State ‘or (ii) where the financial instrument which is
subject to the dealings is issued jift'a participatingsMember State.

Joint statements issued by participating Member States indicate an intention to implement the FTT by
1 January 2016.

However, the FTT proposal remains subject to negotiation between the participating Member States,
and the scope of any guch tax um€ertain. Additional EU Member States may decide to participate.
Prospective holders,of Sharesiare advised to seek their own professional advice in relation to the FTT.

CERTAIN U.S. FEDERAL INCOME TAX CONSIDERATIONS

General

The, following/is a summary of certain U.S. federal income tax consequences of the acquisition,
ownershipfand disposition of Shares by a U.S. Holder (as defined below). This summary deals only
with initial purchasers of Shares that are U.S. Holders that will hold the Shares as capital assets. The
discussion does not cover all aspects of U.S. federal income taxation that may be relevant to, or the
actual tax effect that any of the matters described herein will have on, the acquisition, ownership or
disposition of Shares by particular investors (including consequences under the alternative minimum
tax or the Medicare tax on net investment income), and does not address state, local, non-U.S. or other
tax laws. This summary also does not address tax considerations applicable to investors that own
(directly, indirectly or by attribution) 5% or more of the voting stock of the Company, nor does this
summary discuss all of the tax considerations that may be relevant to certain types of investors subject
to special treatment under the U.S. federal income tax laws (such as financial institutions, insurance
companies, individual retirement accounts and other tax-deferred accounts, tax-exempt organisations,
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dealers in securities or currencies, investors that will hold the Shares as part of straddles, hedging
transactions or conversion transactions for U.S. federal income tax purposes, persons that have ceased
to be U.S. citizens or lawful permanent residents of the United States, investors holding the Shares in
connection with a trade or business conducted outside of the United States, U.S. citizens or lawful
permanent residents living abroad or investors whose functional currency is not the U.S. dollar).

As used herein, the term “U.S. Holder” means a beneficial owner of Shares that is, for U.S. federal
income tax purposes, (i) an individual citizen or resident of the United States, (ii) a corporation created
or organised under the laws of the United States or any State thereof, (iii) an estate the income of which
is subject to U.S. federal income tax without regard to its source or (iv) a trust if a court within the
United States is able to exercise primary supervision over the administration of the trust and one or
more U.S. persons have the authority to control all substantial decisions of the trustfler the trust has
validly elected to be treated as a domestic trust for U.S. federal income tax purposes.

The U.S. federal income tax treatment of a partner in an entity or arrangement treatedyas a patthership
for U.S. federal income tax purposes that holds Shares will depend on the status @f the*partner/and the
activities of the partnership. Prospective purchasers that are entities or arrangements treated as
partnerships for U.S. federal income tax purposes should consult their tax advigers coneerning the U.S.
federal income tax consequences to them and their partners of the acquisitierf, ownership and
disposition of Shares by the partnership.

Except as otherwise noted, the summary assumes that the Company wilhnot be a PFIC for U.S. federal
income tax purposes, which the Company believes to be the €ase for its current taxable year and for the
foreseeable future. The Company’s possible status a§ a PFIC “mitist be determined annually and
therefore may be subject to change. If the Company weyp€ to bg'a PFIC in any year, materially adverse
consequences could result for U.S. Holders. This discussiomgdoes not consider the Company's potential
status as a PFIC for prior taxable years. Purchasers‘who,currently own shares in the Company should
consult their own tax advisors regarding the,potential application of the PFIC regime to them of
acquiring, owning and disposing of the/Shares.

This summary is based on the tax laws of the"United States, including the Internal Revenue Code of
1986, as amended, its legislative history, existing and proposed regulations thereunder, published
rulings and court decisionsjallias of the’'date hereof and all subject to change at any time, possibly with
retroactive effect.

THE SUMMARYORU.S."FEDERAL INCOME TAX CONSEQUENCES SET OUT BELOW IS
FOR GENERAL INFORMATION ONLY. IT IS NOT INTENDED TO BE RELIED UPON BY
PURCHASERS EOR THE PURPOSE OF AVOIDING PENALTIES THAT MAY BE IMPOSED
UNDER THE, U.S. INTERNAL REVENUE CODE. ALL PROSPECTIVE PURCHASERS
SHOULD CONSULT THEIR TAX ADVISERS AS TO THE PARTICULAR TAX
CONSEQUENCES TO THEM OF ACQUIRING, OWNING, AND DISPOSING OF THE
SHARES, INCLUDING THE APPLICABILITY AND EFFECT OF STATE, LOCAL, NON-U.S.
AND OTHER TAX LAWS AND POSSIBLE CHANGES IN TAX LAW.

Dividends

General

Distributions paid by the Company out of current or accumulated earnings and profits (as determined
for U.S. federal income tax purposes) generally will be taxable to a U.S. Holder as foreign source
dividend income, and will not be eligible for the dividends received deduction allowed to corporations
with respect to certain dividends. Distributions in excess of current and accumulated earnings and
profits will be treated as a non-taxable return of capital to the extent of the U.S. Holder’s basis in the
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Shares and thereafter as capital gain. However, the Company does not maintain calculations of its
earnings and profits in accordance with U.S. federal income tax accounting principles. U.S. Holders
should therefore assume that any distribution by the Company with respect to Shares will be reported
as ordinary dividend income. U.S. Holders should consult their own tax advisers with respect to the
appropriate U.S. federal income tax treatment of any distribution received from the Company.

So long as the Shares are "regularly traded" on the London Stock Exchange within the meaning of the
income tax treaty between the United States and the United Kingdom, and certain other requirements
are met, dividends paid by the Company generally would be taxable to a non-corporate U.S. Holder at
the reduced rate normally applicable to long-term capital gains. A U.S. Holder will not be able to claim
the reduced rate on dividends received from the Company if the Company is treated as a PFIC in the
taxable year in which the dividends are received or in the preceding taxable year/See “—Passive
Foreign Investment Company Considerations” below.

Dividends Paid in Sterling

Dividends paid in sterling will be included in income in a U.S. dollar amount calctilated byseference to
the exchange rate in effect on the day the dividends are received by the W.S. Holder,/regardless of
whether the sterling are converted into U.S. dollars at that time. If dividendsireceived in sterling are
converted into U.S. dollars at the spot rate in effect on the day they are received, the U.S. Holder
generally will not be required to recognise foreign currency gaingor loss ingespect of the dividend

income.

Sale or other Disposition

Upon a sale or other disposition of Shares, & U.S. Holder generally will recognise capital gain or loss
for U.S. federal income tax purposes equal to the"difference; 1f any, between the amount realised on the
sale or other disposition and the U.SgHolder’s adjusteditax basis in the Shares. This capital gain or loss
will be long-term capital gain opfloss if the TS, Helder’s holding period in the Shares exceeds one
year. Any gain or loss generallytwill be’UiSysource.

A U.S. Holder’s tax basis in a Share, generally will be its U.S. dollar cost. The U.S. dollar cost of a
Share purchased with sterlingsgenerallydwill be the U.S. dollar value of the purchase price on the date
of purchase, or, in the cas¢ of Shares traded on an established securities market, within the meaning of
the applicable Treasury Regulations, that are purchased by a cash basis U.S. Holder (or an accrual basis
U.S. Holder that sefleets), theySettlement date for the purchase. The amount realised on a sale or other
disposition of Shares forian amount in sterling generally will be the U.S. dollar value of this amount on
the date of sale 0x, dispgsition. On the settlement date, the U.S. Holder generally will recognise U.S.
spurce foreign currency gain or loss (taxable as ordinary income or loss) equal to the difference (if any)
between the U.S. dollar value of the amount received based on the exchange rates in effect on the date
of sale or other disposition and the settlement date. However, in the case of Shares traded on an
established securities market that are sold by a cash basis U.S. Holder (or an accrual basis U.S. Holder
that so elects), the amount realised will be based on the exchange rate in effect on the settlement date
for the sale, and no exchange gain or loss will be recognised at that time. The election by an accrual
basis U.S. Holder discussed above must be applied consistently from year to year and cannot be
revoked without the consent of the U.S. Internal Revenue Service (the “IRS”).

Disposition of Sterling

Sterling received on the sale or other disposition of a Share will have a tax basis equal to the U.S.
dollar value on the settlement date. Sterling that is purchased generally will have a tax basis equal to
the U.S. dollar value of the sterling on the date of purchase. Any gain or loss recognised on a sale or
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other disposition of sterling (including its use to purchase Shares or upon exchange for U.S. dollars)
will be U.S. source ordinary income or loss.

Passive Foreign Investment Company Considerations

A non-U.S. corporation will be a PFIC in any taxable year in which, after taking into account the
income and assets of the corporation and certain subsidiaries pursuant to applicable “look-through
rules,” either (i) at least 75% of its gross income is “passive income” or (ii) at least 50% of the average
value of its assets is attributable to assets which produce passive income or are held for the production
of passive income. The Company does not believe that it should be treated as a PFIC for its current
taxable year or in the foreseeable future. Although interest income generally is passive income, a
special rule allows banks to treat their income from an active banking business, incldding interest on
loans to customers, as non-passive. To qualify for this rule, a bank must satisfy certaintrequirements
regarding its licensing and activities. The Company believes that it currently meets these requirements.
The Company’s possible status as a PFIC must be determined annually, however, ad may be subject to
change. This determination will depend in part on whether the Company qualifies ynder this special
rule for any year in which a U.S. Holder holds Shares, as well as on th¢ eompositien and market
valuation of the Company’s assets and the Company’s utilization of thgyproceeds of the Offer.

If the Company were to be treated as a PFIC in any year during which a UiS. Holder owns Shares and
the U.S. Holder has not made a mark-to-market election (a§ desecribed below), the U.S. Holder
generally would be subject to special rules (regardless of ywhether the 'Company continued to be a
PFIC) with respect to (i) any “excess distribution” (genetally, anydistributions received by the U.S.
Holder on the Shares in a taxable year that ase greater thdn 125%/of the average annual distributions
received by the U.S. Holder in the three precedingtaxable yea§ or, if shorter, the U.S. Holder’s holding
period for the Shares), (ii) any gain realised”onithe salc or other disposition of Shares, and (iii)
additional reporting requirements regarding the U.S. Holder’s ownership of Shares. Under these rules
(a) the excess distribution or gaift would be alloeated rateably over the U.S. Holder’s holding period,
(b) the amount allocated to the |¢urrent taxable year and any taxable year prior to the first taxable year
in which the Company is a PFIC'Weuld be taxed as ordinary income, and (c) the amount allocated to
each of the other taxable years would,be subject to tax at the highest rate of tax in effect for the
applicable class of taxpaygr for that year and an interest charge for the deemed deferral benefit would
be imposed with respéetito theSrésulting tax attributable to each such other taxable year. If the
Company were to be,a PFIC)a U.S. Holder of Shares generally would be subject to similar rules with
respect to distriputions e\ the’Company by, and dispositions by the Company of the stock of, any direct
or indifeet. subsidiaries Jof the Company that are also PFICs. Additionally, dividends paid by the
Cgmpany would“net¥be eligible for the reduced rate of tax described above under “Dividends—
General”.

UiSaHoldersgCould avoid the interest charge described above if the Company were to be treated as a
PFIC™by making a mark-to-market election with respect to the Shares, provided that the Shares are
“marketable”. The Company expects the Shares will be marketable so long as they are "regularly
traded" on the London Stock Exchange. For these purposes, the Shares would be considered regularly
traded during any calendar year during which they are traded, other than in de minimis quantities, on at
least 15 days during each calendar quarter. Any trades that have as their principal purpose meeting this
requirement would be disregarded.

A U.S. Holder that makes a mark-to-market election must include in ordinary income for each year an
amount equal to the excess, if any, of the fair market value of the Shares at the close of the taxable year
over the U.S. Holder’s adjusted basis in the Shares. An electing holder may also claim an ordinary loss
deduction for the excess, if any, of the U.S. Holder’s adjusted basis in the Shares over the fair market
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value of the Shares at the close of the taxable year, but this deduction is allowable only to the extent of
any net mark-to-market gains for prior years. Gains from an actual sale or other disposition of the
Shares would be treated as ordinary income, and any losses incurred on a sale or other disposition of
the Shares would be treated as an ordinary loss to the extent of any net mark-to-market gains for prior
years and any additional loss would be capital loss. Dividends paid by the Company still would not be
subject to the favourable dividend rate discussed above with respect to dividends paid to certain non-
corporate U.S. Holders. Once made, the election cannot be revoked without the consent of the IRS
unless the Shares cease to be marketable. If the Company is a PFIC for any year in which the U.S.
Holder owns the Shares but before a mark-to-market clection is made, the interest charge rules
described above would apply to any mark-to-market gain recognised in the year the election is made.
Because a mark-to-market election cannot be made for equity interests in any lower-tier PFICs the
Company holds an interest in, a U.S. Holder generally would continue to be subject fo.the PFIC rules
with respect to its indirect interest in any investments held by the Company that are treated'@s,an equity
interest in a PFIC for U.S. federal income tax purposes.

Prospective purchasers should consult their tax advisers regarding the poféntial applicationof the PFIC
regime to the their investment in the Shares, including, for purchasers who ctisrently 0wt shares in the
Company, the potential application of the PFIC regime to them if the Gompany,was a PFIC for any
prior year during which such purchasers held their shares in the Company:

Backup Withholding and Information Reporting

Payments of dividends and other proceeds with respect tegSharesby,a U.S. paying agent or other U.S.
intermediary will be reported to the IRS andgo the U.S. Holdér as may be required under applicable
regulations. Backup withholding may apply”to‘these payments if the U.S. Holder fails to provide an
accurate taxpayer identification number or g€rtification of exempt status or fails to comply with
applicable certification requirementg®Certain’U.S. Holders are not subject to backup withholding. U.S.
Holders should consult their tax ddviser§iabout thesesrules and any other reporting obligations that may
apply to the ownership or dispositiop of Shares, including requirements related to the holding of certain
foreign financial assets.

Transfer Reporting Requiréments

A U.S. Holder who purchages Shares may be required to file Form 926 (or similar form) with the IRS
in certain circurpStaneesy A U.S. Holder who fails to file any such required form could be required to
pay a pénalty equal to 10% of the gross amount paid for the Shares (subject to a maximum penalty of
U.S7$100,000, exeept.iaf cases of intentional disregard). U.S. Holders should consult their tax advisers
with respect to this or any other reporting requirement that may apply to an acquisition of the Shares.

FATEA Withholding

Pursuant to certain provisions of U.S. law, commonly known as FATCA, a “foreign financial
institution” may be required to withhold on certain payments it makes (“foreign passthru payments™) to
persons that fail to meet certain certification, reporting, or related requirements. A number of
jurisdictions (including the United Kingdom) have entered into, or have agreed in substance to,
intergovernmental agreements with the United States to implement FATCA (“IGAs”), which modify
the way in which FATCA applies in their jurisdictions. Certain aspects of the application of these rules
to instruments such as the Shares, including whether withholding would ever be required pursuant to
FATCA or an IGA with respect to payments on instruments such as the Shares, are not entirely clear at
this time. Even if withholding would be required pursuant to FATCA or an IGA with respect to
payments on instruments such as the Shares, such withholding would not apply to foreign passthru
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payments prior to 1 January 2019. Holders should consult their own tax advisers regarding how these
rules may apply to their investment in the Shares.
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PART XIII:
INFORMATION ON THE OFFERS

Offers

11

1.2

13

14

1.5

1.6

1.7

20,833,333 New Shares will be offered for subscription in the first instance to Qualifying
Shareholders at the Offer Price and in proportion (as nearly as may be without involving
fractions) to the nominal amount of Shares held by each Shareholder at the Record Date.
Subject to demand, Qualifying Shareholders will then also have the option to subscribe for
additional New Shares at the Offer Price and in proportion (as nearly as may be without
involving fractions) to the nominal amount of Shares held by them, respectively, at the Record
Date pursuant to the Top-Up Offer in respect of up to an additional 4,166,666 New Shares in
total. Metro Bank may issue a lower number of New Shares in the Top-up Offer, in'Which case
Shareholders’ Top-Up Offer Entitlements would be reduced accordingly or it“may decidefot to
proceed with the Top-Up Offer, in which case Shareholders wogld no 1onger have/a Top-Up
Offer Entitlement.

Qualifying Shareholders who apply for their full Offer Entitlemedits will alse have the option to
subscribe at the Offer Price for any New Shares not taken up by ‘other Qualifying Shareholders
pursuant to the Offers, with allocation at the sole discretiog’of Metro Bank.

Any New Shares not taken up by Qualifying Shareholdetsyunder the Offers will be available for
subscription by new investors. Such additional New<Shareswill be allotted at the Offer Price, on
such terms (not being more favourablgfthan the tefms ofithé Offers) and in such manner and to
such persons as the Board may think fit, subject‘topthefNew Articles and any legal requirements
applicable to such allotment. The Board resetves the right to reject in whole or part, or to scale
down or limit, any applicatidn’ by any,new investor. Such allotment is expected to occur at the
same time as the allotmenit of NgwapShares 6#Qualifying Shareholders under the Offers.

Metro Bank reserves the Tight to withdraw the availability of the Offers at any time in its sole
discretion. Although it 1s antieipated that the Offers will raise at least approximately £500
million, the Company“may proceed with the Transaction, provided that at least £400 million is
raised.

Closing ofsh@n@ffers isrConditional on Admission and the adoption of the New Articles. With
effect fram Admission, certain of the B Shares will convert into Shares as described in Part XVI
(Conversion of B/Shares) and the Company will have a single class of ordinary share in issue.
The New Shares will be issued subject to the New Articles, credited as fully paid, and will be
identical/to and rank pari passu in all respects with the Shares already in issue, including for all
dividends and distributions declared, paid or made on the Shares after the date of allotment of
the'New Shares.

Subscription Amounts will be required to be paid in Pounds Sterling in cleared funds into the
Subscription Account on or before 4.00 p.m. (London time) on 22 February 2016 (or such later
date as the Board may in its absolute discretion determine).

The Subscription Account will be held at Metro Bank and, therefore, during the period between
the Payment Date and the allocation of the New Shares (or the return of Subscription Amounts
on or about 8 March 2016 in respect of unsuccessful applications for New Shares or if the
Transaction does not proceed), investors will not benefit from the protection that they might
otherwise have received if the Subscription Amounts were held by a third party during this
period.
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1.8

1.9

1.10

111

1.12

Further information about the application process and the Subscription Terms and Conditions
are set out in Part XIV: “Application Instructions and Procedures” and Part XV: “Terms and
Conditions of the Offers”.

On 26 January 2016, Goldman Sachs International, Merrill Lynch International and RBC
Europe Limited (trading as RBC Capital Markets) (“RBC”) (together, the "Private Placement
Advisers") and Stifel Nicolaus Europe Limited (trading as Keefe, Bruyette & Woods) (“KBW”
or the "Co-Private Placement Adviser") entered into an engagement letter with the Company
(the “Engagement Letter”) pursuant to which they agreed to act as private placement advisers
and co-private placement adviser, respectively, to the Company in relation to the placement of
New Shares to new investors and RBC agreed to act as the Company’s sponsor in relation to
Admission. In advance of Admission it is intended that the Company will entefyinto a Sponsor
Agreement with RBC.

The Private Placement Advisers and the Co-Private Placement Adviser will reeeive a plaeement
advisory fee from the Company of 2% in respect of Shares allocated in the Offers, to investors
procured by the Private Placement Advisers and the Co-Private Placement Adyisepand a 0.25%
transaction management fee in respect of the remainder of the Shares allocatediin the Offers (of
which £100,000 will be paid to Moelis & Company (which is¥also advising the Company in
relation to the Transaction), with the remaining 85% to be shared‘€qually’among RBC, Merrill
Lynch International and Goldman Sachs International, 10%teybe paid to KBW and 5% to be
allocated at the discretion of the Company).

The Engagement Letter contains certain warrapfics, represemfations and indemnities given by
the Company in favour of the Private, Placemént Advisers and the Co-Private Placement
Adviser.

The appointment of the Private Placement Advisérs and the Co-Private Placement Adviser under
the Engagement Letter ma¥be tesminated,by.the mutual written agreement of the Company, the
Private Placement Advisers and theyCo-Private Placement Adviser at any time. The Company
may unilaterally terminate'the appointment of the Private Placement Advisers or the Co-Private
Placement Adviser and the Private Placement Advisers or the Co-Private Placement Adviser
may unilaterally resign;on prior/written notice.

Dealing arrangements

21

2.2

2.3

Application has been made to the FCA for the Shares to be admitted to the premium listing
segment ‘@fithe Official List and to the London Stock Exchange for the Shares to be admitted to
trading on the London Stock Exchange’s main market for listed securities.

It is expected that Admission will take place and unconditional dealings in the Shares will
comimence on the London Stock Exchange at 8.00 a.m. (London time) on 29 February 2016.
Prior to Admission, it is expected that dealings in the Shares will commence on a conditional
basis on the London Stock Exchange at 8.00 a.m. on 24 February 2016. All dealings in the
Shares between the commencement of conditional dealings and the commencement of
unconditional dealings will be on an if-and-when-issued basis. If Admission does not become
unconditional in all respects, any such dealings will be of no effect and any such dealings will
be at the sole risk of the parties concerned. These dates and times may be changed without
further notice.

It is intended that New Shares allocated to investors who are able to hold shares in
uncertificated form will take place through CREST on Admission. It is intended that, where
applicable, definitive share certificates in respect of the New Shares will be distributed from 8
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March 2016 or as soon as practicable thereafter. Temporary documents of title will not be
issued. Dealings in advance of crediting of the relevant CREST stock account shall be at the risk
of the person concerned.

3 CREST

3.1

CREST is a paperless settlement system in the UK enabling securities to be evidenced otherwise
than by a certificate and to be transferred otherwise than by a written instrument. With effect
from Admission, the New Articles will permit the holding of Shares under the CREST system.
The Company has applied for the Shares to be admitted to CREST with effect from Admission.

CREST is a voluntary system and holders of Shares who wish to receive and retain share
certificates will be able to do so. Shareholders outside the United States and S
United States that are “qualified institutional buyers” (as defined in the Securities

for Shares may, however, elect to receive Shares in uncertificated form i y ar
members (as defined in the Uncertificated Securities Regulations) 8 relatioh to

&
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PART XIV:
APPLICATION INSTRUCTIONS AND PROCEDURES

The procedures contained in this Part XIV: “Application Instructions and Procedures” apply to all
applicants for New Shares, unless Metro Bank otherwise agrees. Metro Bank shall be entitled to vary
the terms in this Part XIV: “Application Instructions and Procedures” in respect of any applicant for
New Shares in its absolute discretion.

Applicants may only apply once and applicants who submit two or more Application Forms may have
their Application Forms rejected.

Applicants wishing to apply to subscribe for New Shares must complete the followinggsteps during the
Offer Period in order for their Application Form to be considered:

Step One — Completing and Submitting the Application Form

If you wish to subscribe for New Shares in the Offers, you will need to complete and send back the
Application Form confirming your commitment to subscribe for the indicated aumber-of New Shares
under the Offers. By doing so, you will give an initial commitment to Metro Bank#0 subscribe for the
relevant number of New Shares at the Offer Price and to pay to Metro Bankithe/necessary Subscription
Amount to satisfy your subscription obligations. Following publicatien of the Supplemental Private
Placement Memorandum on or around 16 February 2016/%you willbe entitled to withdraw your
commitment if you wish to do so by notifying the CompafigpSecretary; Michael Brierley in advance of
4.00 p.m. (London time) on 22 February 20164

From 22 February 2016 until Admission, if weproyide toiyou supplementary disclosure, including by
way of: (i) identifying information that is inf{the prospectus published in connection with Admission
that was not included in this Private Placement Memorandum or any supplement thereto; or (ii) a
supplementary prospectus, youlwill be"allewed, for a period of time to be notified to you, to cancel
your subscription for Shares in thel Offer. Tnsuch event, the Closing Date and the date of Admission

may change.

The Application Form should beyreturned to Company Secretary, Michael Brierley, Metro Bank PLC,
One Southampton Row,Lendon WC1B 5HA so as to arrive no later than 4.00 p.m. (London time) on
22 February 2016 _(emsuch later,date as the Board may in its absolute discretion determine).

The Application Form|{must be completed, executed and submitted correctly or it may not be
acgépted. If you havesny questions about how to complete, execute and submit the Application
Form, please contact the Company Secretary, Michael Brierley.

SteprLwo<Payment of the Subscription Amount

For applicants wishing to subscribe for New Shares in the Offers, the Subscription Amount must be
paid in Pounds Sterling in cleared funds into the Subscription Account on or before 4.00 p.m. (London
time) on 22 February 2016 (the “Payment Date”) (or such later time and date as the Board may in its
absolute discretion determine).

Applicants must make payment of the Subscription Amount by wire transfer to the Subscription
Account (payment instructions to clearly mention your name and the amount of funds that are payable,
net of any bank charges and so as to ensure that cleared funds in Pounds Sterling are received on or
before 4.00 p.m. (London time) on the Payment Date).

The table below sets out the information that will need to be included with your payment instruction:

202



Payment type:

Requirements:

SWIFT BIC IBAN SORT ACCOUNT BENEFICIARY REFERENCE
CODE CODE NUMBER ACCOUNT
NAME
UK Faster N/A N/A 23-05-80 | 10842921 Metro Bank PLC Shareholder/
Payment Subs Investor name
UK CHAPS N/A N/A 23-05-80 | 10842921 Metro Bank PLC Shareholder/
Subs Investor name
International | MYMBGB2L | GB25MYMB | N/A N/A Metro Ban Shareholder/
Payment 23058010842 Subs Investor name
(GBP only) 921
, | o ¢
Step Three — Confirmation of allocation
Applicants will be notified on 23 February 2016 as to whether their applicatio been accepted in

whole or in part.

If the total number of additional New Shares applied for exc
for subscription following the satisfaction of all subscripti

additional New Shares.

In the event that an application is
balance thereof will be returned,
the applicant to Metro Bank at

no later than 8 March 2016.

All applicants, as applicab
Amounts by returning
applicants to Metro B

e Offers (including where a

ber of New Shares available

o the bank account (details of which have been supplied by the
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PART XV:
TERMS AND CONDITIONS OF THE OFFERS

In the case of a joint application, references to “you” in these Subscription Terms and Conditions are to
each of you, and your liability is joint and several. References to Metro Bank’s “advisers” in these
Terms and Conditions shall, where the context permits, include the Private Placement Advisers and the
Co-Private Placement Adviser.

No person receiving a copy of this Private Placement Memorandum or the Application Form in any
jurisdiction may treat the same as constituting an invitation to such person to acquire, subscribe for or
purchase New Shares, nor should such person, in any event, acquire, subscribe for or purchase New
Shares, unless such an acquisition, subscription or purchase complies with any registtation or other
legal requirements in the relevant territory. The Subscription Terms and Conditions ymay vary
depending on the jurisdiction of the potential investor.

Metro Bank reserves the right to modify the Subscription Terms and Cegfiditions in ifs Sole/discretion
and reserves the right to withdraw the availability of either or both of the Offers at any time in its sole
discretion.

By completing and delivering an Application Form in which you indicate'that yeu/wish to subscribe for
or purchase New Shares, you (and, if you sign the Application Formion behaltf of somebody else or a
corporation, that person or corporation) amongst other terms and conditions that may be set out in the
Application Form:

Reliance on document only

(@)  confirm that you have received a copy/0f this Private Placement Memorandum and have read
and understand this Private Placement Memorafidum and agree that your application is made
exclusively on the basis @f“andsubjeetite thé terms of, the New Articles and the Application
Form, this Private PlacementMemotandum, the Supplemental Private Placement Memorandum
and any other supplement thereto in the form provided or made available to you prior to
execution of the Application Form and that you will be bound by the Application Form (subject
to any amendment§ agreed to jin writing by you and the Company) and, upon becoming a
Shareholder (if you, are not alteady), you will be bound by such New Articles, together with all
amendments.and modifications to the New Articles properly made from time to time;

(b)  confirm(that in making your application, neither you nor any person on whose behalf you are
applying; ase relying on any information or representation in relation to Metro Bank other than
the information contained in this Private Placement Memorandum (save as provided in
paragraph (c) below) and, accordingly, you agree that no person responsible solely or jointly for
this Pgivate Placement Memorandum, the Supplemental Private Placement Memorandum or any
other supplement thereto or any part thereof or involved in the preparation thereof shall have
any liability for any information other than the information contained in this Private Placement
Memorandum,;

(¢)  understand that unless you withdraw your application for Shares prior to 4.00 p.m. on the
Payment Date, you will be deemed to have: (i) read the Supplemental Private Placement
Memorandum and any other supplement thereto or to this Private Placement Memorandum
issued prior to the Payment Date; and (ii) acknowledged that your investment decision is based
upon this Private Placement Memorandum, read together with the Supplemental Private
Placement Memorandum, and any supplements thereto;
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(d)

Q)

)

(9)

()

(M)

)

confirm that in making your application, neither you nor any person on whose behalf you are
applying, are relying on any representation to you, express or implied, with respect to the merits
of your decision to acquire New Shares;

acknowledge and agree that this Private Placement Memorandum has been, and the
Supplementary Private Placement Memorandum and any other supplement thereto or to this
Private Placement Memorandum will be, prepared and provided to you by Metro Bank for your
reference in connection with the Private Placement and are the sole responsibility of the Metro
Bank. Accordingly, you understand and acknowledge that none of Metro Bank’s agents or
advisers accept responsibility for or make any representation or give any warranty, express or
implied, with respect to (i) the accuracy, reliability or completeness of, (ii) the suitability for
your purposes of, or (iii) the reasonableness of the grounds on which any Assumptions are
contained in, any information (including the Private Placement Memorandum, the'Supplemental
Private Placement Memorandum and any other supplement thereto or to this Private‘Placement
Memorandum), whether written or oral, provided to you by Metro Bank, theDirectors orany of
Metro Bank’s agents or advisers in connection with your investmefit in the(New Shates, and you
will not hold Metro Bank’s agents or advisers responsible or liable fohany misstatements in or
omission from this Private Placement Memorandum or the Supplemental Private Placement
Memorandum or any other supplement thereto;

understand and acknowledge that any information, whether wtitten or oral, provided to you by
Metro Bank, the Directors or any of Metro Bank’s agents or adyisers in connection with your
investment in the New Shares may contain certaimpprojections, forecasts or forward-looking
statements with respect to the business, strategy orgplans of/Metro Bank, and expectations as to
the future financial condition and ‘pesformance of Metro Bank. You understand and
acknowledge that (i) by their nature,sprojeetions, forecasts and forward-looking statements
involve risk and uncertaintygbecause| they relate’ to future events and circumstances and (ii)
neither Metro Bank nor gy’ of ts agents, oigfadvisers makes any representation and gives no
warranty, express or implied, tHat any such projections, forecasts or forward-looking statements
will be realised;

confirm that in makimgyyour appliCation, neither you nor any person on whose behalf you are
applying, are relying on‘any illGstrative calculations, whether written or oral, communicated to
you by Metro Bank, or any of its agents or advisers that could be made by an investor in
determining®hépvalue or projected value of Metro Bank’s share capital. You acknowledge and
understand that any such figures should not be relied upon as forecasts of actual future financial
performanee or present or future value;

confirm that in making your application, you have not relied on any information regarding the
Company or its Directors contained or included in any press articles or other source of public
eommunication;

understand and acknowledge that no information, whether written or oral, provided to you by
Metro Bank, the Directors or any of Metro Bank’s agents or advisers in connection with your
investment in the New Shares shall be deemed to constitute investment advice or a
recommendation for you to subscribe for the New Shares, or be an assurance or guarantee as to
the expected return, or any return, following the subscription for the New Shares, or advice or
representations with regard to your tax position or that of Metro Bank;

understand and acknowledge that none of Metro Bank’s advisers will treat you as their customer
by virtue of your subscription being accepted, or owe you any duties or responsibilities
concerning the price of the New Shares or the suitability for you of the New Shares, or be
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(k)

V)

(m)

responsible to you for providing the protections afforded to their customers. In particular, each
of the Private Placement Advisers and the Co-Private Placement Adviser is acting as private
placement adviser in relation to the placement of New Shares to new investors and providing
other assistance to the Company in respect of the Private Placement, but is acting solely for the
Company and no-one else in the Private Placement and in doing so, is not acting as bookrunner
or financial advisor to any person in respect of the Private Placement;

agree that you will not duplicate or furnish copies of this Private Placement Memorandum, the
Supplemental Private Placement Memorandum and any other supplement thereto, or divulge
any of its contents, to any person other than your investment, legal or tax adviser (who may use
the information contained in the document solely for purposes related to your investment in
Metro Bank);

acknowledge that you have had sufficient opportunity to read this Private 3Rlacement
Memorandum, the Supplemental Private Placement Memorandum and anyether supplement
thereto, and agree to be deemed to have had notice of all information{ and tépresentations
concerning Metro Bank and the New Shares contained herein;

confirm that, in deciding to sign the Application Form and offerysto subsesibe for New Shares,
you have not relied on, and hereby waive (to the extent permitted, by law) all claims that you
may have in relation to, any statement, representation cmundertaking of Metro Bank, the
Directors or any of Metro Bank’s agents or advisers, other thanithose statements made by Metro
Bank as set out in the Application Form, the New<Articles” and this Private Placement
Memorandum, the Supplemental Private Placemient'Memorahdum and any other supplement
thereto;

Capacity and compliance with laws

(n)

©)

represent and warrant thatyou have the,power, legal capacity and authority, and are permitted
by applicable law to acquire and‘hold the"New Shares and to execute, deliver and comply with
the terms of the Application” Form, ‘and,that such execution, delivery and compliance does not
conflict with, or constitufe a'default under or violation of, any instrument governing you or any
agreement to whichgyou are a party or by which you or your assets may be bound, and if you
sign the Application Formon, behalf of somebody else or on behalf of a corporation, trust or
other corporate‘entity, yowhave due authority to do so on behalf of that other person or entity,
and such p€rsenter entity will also be bound accordingly and will be deemed also to have given
the confirmations, warranties, undertakings and authorities contained herein and undertake to
enclose yous duly certified and notarised power of attorney, and a copy of the same, together
with all gther documents required to be submitted with your Application Form;

represent and warrant that:
) for persons in the UK, you are:

1. a person having professional experience in matters relating to investments, being
investment professionals (as defined in Article 19(5) of the Financial Services and
Markets Act 2000 (Financial Promotion) Order 2005 (as amended) (“FPO”)); or

2. a person falling within Article 49(2)(a) to (d) of the FPO (including high net
worth companies and unincorporated associations); or

3. a person to whom the communication may otherwise lawfully be made and, in
each case, you were not offered the New Shares inside the United States and the
Application Form was not signed by you in the United States;
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(p)

(if)  for residents of the United States, you:

1.

2.

3.

4.

5.

are an “accredited investor” as such term is defined in Rule 501(a) of Regulation
D under the Securities Act, and you are acquiring the New Shares for your own
account or for the account of an accredited investor as to which you exercise sole
investment discretion and not with a view to any resale, distribution or other
disposition of the New Shares in violation of United States federal or state
securities laws;

are aware that the New Shares have not been registered under the Securities Act
or any state securities laws and that the offer and sale of the New Shares to you is
being made in reliance on an exemption from the registration requirements under

the Securities Act;

understand that if you decide to offer, sell, pledge or otherwise transfe of the
New Shares, such New Shares may be offered, sold, p or o
transferred and if prior to the date that is one yeaffafter thegyla e date of
original issue and the last date on which the Comp or a iliate of the
Company (or any predecessor thereto) was the r o New Shares, only
outside the United States in accordance with tion S,Jand in each case in

of the United States or
estricted securities” within

accordance with any applicable securities la

the meaning of Rule 144 under the Sectr
right prior to any registration of; er o
pinion of counsel, certifications and/or other

; and that the Registrar will not be
of transfer any New Shares, except upon

upon the eriginal issuance thereof, and until such time as the same
ired under applicable requirements of the Securities Act or

acknowledge that you have not purchased the New Shares as a result of any
general solicitation or general advertising (as such terms are defined in Regulation
D under the Securities Act); or

(iii)  for persons resident in the European Economic Area, you are:

1.

a “qualified investor” within the meaning of Article 2(1)(e) of the Prospectus
Directive (Directive 2003/71/EC) (as amended by Directive 2010/73/EU); or

a person to whom the communication may otherwise lawfully be made and, in
each case, you were not offered the New Shares inside the United States and the
Application Form was not signed by you in the United States;

represent and warrant that you have made your own independent investigation and assessment

of the legal, accounting, tax, business and other ramifications of acquiring the New Shares, and

as to the condition, financial or otherwise of the Company and as to any other matter relating
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(a)

(1)

(©)

(®)

(u)

(v)

thereto or in connection therewith, and have made or will make your own investment decisions
based upon your own judgement, due diligence and the advice (if any) from such advisers as
you have deemed necessary and in particular, you and your advisers have read, understand and
unconditionally agree to take on all the risks included in Part II: “Risk Factors”;

represent and warrant that you have such knowledge and experience in financial and business
matters that you are capable of evaluating the merits and risks of acquiring New Shares,
including the risk of the total loss of your investment in the New Shares;

confirm you are aware that: (i) investment in Metro Bank involves a high degree of risk; and (ii)
no governmental agency or regulatory authority has made any finding or determination as to the
fairness for investment by the public in, nor has made any recommendation or endorsement of,
the New Shares;

represent and warrant that you are acquiring the New Shares for your own account andyhave no
intention, arrangement or understanding to distribute the New Shares;

represent and warrant that, if you are an individual, you are over the age of 21 and have the legal
capacity to complete the Application Form;

represent and warrant that all consents required to be obtained by.yeu and all legal requirements
necessary to be complied with or observed by you in ordemfor the Application Form and the
allotment and issuance of New Shares to you to be lawful amd valid under the laws of any
jurisdiction to which you or your assets are subject have been” obtained, complied with and
observed and the Application Form shall be, and"upon acceptance of the application by Metro
Bank in whole or in part shall contintigyto bej\effforceable against you in accordance with its
terms;

confirm that you are not party to any @greement§or arrangements which would have the effect
of making you a “controller” (whether on, thé basis of acting in concert, deemed holdings or
voting power or otherwise) ofsMetredBank for the purposes of Part XII of the FSMA;

Acceptance of applications

(w)

)

(%)

@

agree to subscribe for the, number of New Shares specified in the Application Form (or such
lesser number for which youf application is accepted by Metro Bank) at the Offer Price under
the Offer andsggwherexelevant, the Top-Up Offer;

agree to[pay in full your Subscription Amount in the manner described in Step Two in Part XIV:
“Application, Instructions and Procedures” or before 4.00 p.m. (London time) on the Payment
Date;

agree that if you fail to pay your Subscription Amount in the manner described in Step Two in
Part’X1V: “Application Instructions and Procedures” on or before 4.00 p.m. (London time) on
the Payment Date, you will forfeit your right to subscribe for or purchase New Shares and you
indemnify Metro Bank for any loss associated therewith;

understand that Metro Bank reserves the right to reject in whole or part, or to scale down or
limit, any application for New Shares over and above your Offer Entitlements and to scale down
your Top-Up Offer Entitlement to the extent that the Top-Up Offer is scaled back. Metro Bank
may treat applications as valid and binding even if they are not made in all respects in
accordance with the prescribed instructions and the Application Form and that, if any
application is not accepted in full, the whole or relevant part of any Subscription Amount paid,
will be returned to the account from which they originated in Pounds Sterling at your own risk
and with no interest payable thereon;
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(aq)

(bb)

(cc)

(dd)

agree that, in consideration of Metro Bank agreeing to process and consider your application,
your application cannot be revoked following payment of the Subscription Amount unless
Metro Bank publishes thereafter supplementary disclosure, including by way of (i) material
information in the prospectus published in connection with Admission that was not included in
this Private Placement Memorandum, the Supplemental Private Placement Memorandum or any
supplement thereto or (ii) a supplementary prospectus, in which case, you will be allowed, for a
period of a time to be notified to you, to cancel your subscription for Shares in the Offer;

acknowledge that you shall not be entitled to renegotiate or avoid your subscription obligations
or have them set aside;

acknowledge that, without Metro Bank’s consent, you shall not be entitled to assign or transfer
your subscription obligations;

acknowledge that to your knowledge there is nothing to prevent you or excludetyeu from
subscribing for New Shares following receipt of confirmation of acceptanceofiyour application
in whole or in part subject to satisfaction of all relevant conditions§

Share certificates

(ee)

(ff)

subject to receipt of the Subscription Amount, authorise Metro'Bank to send share certificate(s)
in respect of the number of New Shares for which your application‘isyaccepted by Metro Bank
to the address of the person (or, in the case of joint holders, the fitst-named person) named in the
Application Form and to procure that your name (togethen with/the name(s) of any other joint
subscriber(s)) is/are placed on the register of Shargholders of Metro Bank in respect of such
New Shares;

agree that all documents sent by post 0 yow, by or on behalf of Metro Bank, to the address
specified in the Application Eerm willbe sent atyour risk;

Anti-money laundering requirements

(99)

(hh)

(ii)

),

certify that the informatign given in fhe Application Form is true, accurate and complete and
you acknowledge and agree that Metro Bank may request from you from time to time such
additional information ‘agyit may deem necessary to decide whether to accept or reject your
application and yomagree to provide such information as may reasonably be requested;

consent tpfthepassingjon of any information about you to any relevant regulatory authorities by
Metro Bank or their delegates to the extent required;

acknowledge“that due to money laundering requirements operating within their respective
jurisdictions, Metro Bank and/or one of its agents or advisers may require further identification
of the stibscriber(s) and source of funds before applications for New Shares can be processed
and’accepted or before Subscription Amounts can be returned to any account specified in the
Application Form, and you hold Metro Bank and its respective agents and advisers harmless and
indemnified against any loss arising from the failure to process your application for New Shares,
if such information as has been required from you has not been provided within the allotted time
to the satisfaction of the party requesting such information;

represent that the New Shares are to be purchased with funds that are from legitimate sources in
connection with your regular business activities and which do not constitute the proceeds of
criminal conduct within the meaning given in the Proceeds of Crime Act 2002 in the UK or in
any other applicable anti-money laundering legislation and you agree to provide such further
information and documentation as may be necessary for identification or other purposes
pursuant to such anti-money laundering legislation;

209



(kk)

(In

acknowledge that you are (i) not listed on the OFAC list of specifically designated nationals and
blocked persons, (ii) not otherwise the target of economic sanctions administered by OFAC and
(iii) not acting on behalf of any party that is on the OFAC list of specifically designated
nationals and blocked persons or otherwise the target of economic sanctions administered by
OFAC,;

understand and agree that any funds to be returned to you will be returned in Pounds Sterling at
your risk and without deduction (apart from any bank charges) or interest, unless Metro Bank
agrees otherwise, and agree that any definitive document of title and any monies returnable to
you may be retained pending clearance of your remittance and the completion of any
verification of identity and/or source of funds required by Metro Bank and/or one of its agents
or advisers;

Continuing obligations

(mm)

(nn)

(00)

(Pp)

(q9)

acknowledge that each representation and warranty contained in the AppligationdEorm or made
in writing by you in connection with the transactions contemplated by the Application Form
shall survive the execution and delivery of the Application Form, the, issue and allotment of
New Shares to you and your admission (if you are not already) ‘as & Sharchelder;

will repeat these undertakings, representations and warranties to“Metré Bank and each of its
agents and advisers on submitting your Application Fofm, @h, the Payment Date and on the
Closing Date and will provide on request such certificates, doefiments or other evidence as
Metro Bank and/or one of its agents or advisersgmay reasonably require to substantiate such
undertakings, representations and warranties;

will notify Metro Bank immediately ifSyou becéfe aware that any of these undertakings,
representations and warranties are no flonger‘agcurate and complete in all respects, at any time
up to completion of the Offers;

understand that, if any ofithese representations, warranties or undertakings given by you in these
Subscription Terms and Cenditions arg untrue, Metro Bank in its sole discretion may require a
retroactive redemption of all eripart of your New Shares acquired pursuant to the Offers (save
that the Company willnet exercise such right so as to result in another person becoming a
controller, unlessi@ppropriate”approval of that person from the FCA has been obtained);

covenant 46 observe and comply fully and promptly with the provisions of the New Articles
while you are an\owner of Shares and at all times to the intent and effect that each and every
provision 0f,the/New Articles shall be enforceable between Metro Bank and you from time to
time in whatever capacity, notwithstanding that any such provision might not have been so
enforceable in the absence of this paragraph (qq) of this Part XV: “Terms and Conditions of the
Offers?. You undertake that you will exercise your rights in Metro Bank (whether as a
shareholder or otherwise) to procure (so far as you are able) that full effect is given to the
provisions of the New Articles;

Indemnity

()

agree to indemnify and hold harmless Metro Bank, the Directors, each of Metro Bank’s agents
and advisers and each of their respective advisers, their affiliates and each other person, if any,
who controls or is controlled by any thereof against any and all loss (including loss of profits,
loss of reputation and consequential loss), liability, claim, damage and expense whatsoever
(including, but not limited to, any and all expenses and costs (including attorneys’ fees)
reasonably incurred in investigating, preparing or defending against any litigation commenced
or threatened or any claim whatsoever) arising out of or based on:
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(ss)

() any false representation or warranty in connection with your Application Form or breach
or failure by you to comply with any covenant or agreement made by you pursuant to the
Application Form;

(i)  any action for securities laws violations instituted against you which is resolved by
judgment against you; or

(iii)  any failure by you to pay the Subscription Amount,

and agree that this indemnity shall apply whether or not Metro Bank, the Directors, each of
Metro Bank’s agents and advisers or any of their respective advisers, their affiliates and each
other person, if any, who controls or is controlled by any thereof has been negligent or at fault;

if you are acting as nominee, agent or trustee for a beneficial owner, you also agregto indemnify
Metro Bank, the Directors, each of Metro Bank’s agents and advisers and each of their
respective advisers, their affiliates and each other person, if any, who controls exis controlled by
any thereof against any and all loss (including loss of profits, los§ of/Teputation and
consequential loss), liability, claim, damage and expense whatsoever (including, butnot limited
to, any and all expenses and costs (including attorneys’ fees)“reasonably incurred in
investigating, preparing or defending against any litigation commenced“@prthreatened or any
claim whatsoever) in connection with any damages resulting ffom th¢ beneficial owner’s
assertion of lack of proper authorisation for you to enterfinte the Application Form or perform
any obligations pursuant thereto and agree that this indemnity shall’apply whether or not Metro
Bank, the Directors, each of Metro Bank’s agents, andiadvisers or any of their respective
advisers, their affiliates and each other person, if/any)who controls or is controlled by any
thereof has been negligent or at fault;

Single application

(tt)

represent and warrant that“you have onlygpsubmitted one Application Form in relation to the
Offer, or that only one Application'Eorm has been submitted on your behalf;

Confidentiality

(uu)

(W)

acknowledge that you will receive or have access to confidential information concerning Metro
Bank, includinggwithout limitation, this Private Placement Memorandum and the Supplemental
Private Plagement Memerandum (“Confidential Information”), and undertake that you shall
not disclose or cause to be disclosed any Confidential Information to any person (save that you
wilk be \{permitted to disclose any Confidential Information to your professional advisers,
administrators and custodians) or use any Confidential Information for your own account,
except il connection with your investment in Metro Bank or as otherwise required by any
regulatgry authority, law or regulation or by legal process. Furthermore, you agree that you may
notfreproduce, duplicate or distribute this Private Placement Memorandum, the Supplemental
Private Placement Memorandum or any other supplement hereto or thereto, or the Application
Form to any other person, except your professional advisers;

acknowledge that Metro Bank, its agents or advisers and any of their respective delegates may
present the Application Form and the information provided in it to such parties (for example,
affiliates, attorneys, auditors, administrators, brokers and regulators) as they deem necessary or
advisable to facilitate the acceptance (or rejection) and management of your subscription for
New Shares. Furthermore, it is agreed and acknowledged that any of them may be required to
disclose such information to any regulator or other competent governmental or other authority
or where otherwise required by law. You confirm that you understand that any such sharing or
disclosure of information regarding you and/or your investment in the New Shares shall not
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constitute a breach of any duty or obligation of confidentiality owed to you by Metro Bank or by
any of its agents or advisers and you consent to such sharing or disclosure of information
regarding you or your investment in the New Shares;

Entire agreement

(ww) understand that these Subscription Terms and Conditions, the Application Form and all related

terms, conditions and covenants shall be deemed to be given to and for the benefit of Metro
Bank, its agents and advisers and their respective advisers and their respective successors,
permitted assigns, executors, administrators and heirs, provided that, except as specifically
contemplated herein, neither the Application Form nor any of the rights, interests or obligations
arising pursuant hereto shall be assigned or delegated by you without the prior, written consent
of Metro Bank. The provisions of this Private Placement Memorandum,

Private Placement Memorandum, any other supplement thereto and the Applicat orm set
forth the entire agreement and understanding between the parties as to the subject mat
and supersede all prior and contemporaneous discussions, agsement an erstandings
among them as to the subject matter hereof; and

Choice of law and submission to jurisdiction

(xx)

Private Placement Memorandum and any other suppl
Shares, to the jurisdiction of the courts of Engla;

shall limit the right of Metro Bank orga
proceeding arising out of or in conneetien i§ Private Placement Memorandum, the

nd your agreement that nothing
y of i ents Jor advisers to bring any suit, action or

Supplemental Private Placement dum and any other supplement thereto, or
subscription for the Shares ifd any othe permitted by law or any court of competent
jurisdiction. The Subscrpiption S onditions and the Application Form shall be

governed by and construed, infacco ce with the laws of England and Wales.

C/O
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PART XVI:
CONVERSION OF B SHARES

The B Shares were granted to management under a management incentive plan established in 2009. B
Shares will convert into Shares on a listing of Metro Bank with an aggregate value at the Offer Price of
£21.7 million. This represents the B Shareholders’ entitlement to a pro rata share of the excess over a
“hurdle rate” market capitalisation target of £75 million (being the capitalisation of the Company at the
time the shares were awarded), escalated at 8% per annum. The B Shares will convert into 916,561
Shares representing 1.07% of the issued share capital of Metro Bank on Admission.

This Part XVI: “Conversion of B Shares” sets out the conversion process for the B Shares issued by the
Company, some of which will convert into Shares on Admission in accordance with rovisions of

the Articles.
3

on process for

Trigger for Conversion of B Shares

Admission will constitute a Realisation Event for the purposes of the grti les. apitalisation
Value on the date of Admission is equal to or greater than the Hurdle Price on

the B Shares will be triggered.

“Capitalisation Value” means the market value of the Company
the proceeds of the Offers. The Capitalisation Value will be d
and will, therefore, be £1,420,984,608.

efere Admission, excluding

y reference to the Offer Price

“Hurdle Price” means the £75 million procegds of the placing undertaken by the Company in 2010,
plus interest on that amount at a rate of 8%/p

year) from 29 July 2010 until but excluding thesda

proportion of the B Shares wi on Admission, with the remainder converting to

B Shares will convert to Deferred B Shares (with the balance

B Cap Value
ert to Deferred B Shares = Number of B Shares — —P T

Price per A Share
Number of B Shares

Number of A Shares+Number of B Shares

(Capitalisation Value — Hurdle Price)

o= 1 million
59,207,692 +1 million

x (£1,420,984,608 — £116,758,372) = £21,662,120

Capitalisation Value—B Cap Value

Price per A Share =

Number of A Shares

£1,420,984,608-£21,662,120
59,207,692

Price per A Share = = £23.634

£21,662,120

Number of B Shares that convert to Deferred B Shares = 1 million — 73090

= 83,439

From a total of 1 million B Shares, 83,439 will convert to Deferred B Shares and 916,561 will convert
to Shares, and this conversion ratio will be applied pro rata to each holder of B Shares based on their
holdings at the date of Admission. In accordance with the Articles, the Board may deal with fractional
shareholdings as it sees fit.
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PART XVII:
ADDITIONAL INFORMATION

Incorporation

1.1  The Company was incorporated and registered in England and Wales under the Companies Act
1985 on 6 November 2007, with the registered number 6419578, as a private company limited
by shares under the name Metro Bank Limited. It re-registered as a public limited company
under the name Metro Bank PLC on 29 September 2009.

1.2  The Company’s registered office and principal place of business is at One Southampton Row,
London WC1B 5HA, United Kingdom (telephone number: 0345 08 08 500).

1.3  The Company was granted authorisation by the Financial Services Authority in March'2010 and
received a Consumer Credit Act licence from the Office of Fair Trading in 009.

Share capital

The share capital history of the Company is as follows:

2.1 On incorporation, the issued share capital of the Compan

shares of £1 each.

2.2 On 17 September 2009, the Company, by ordinary.te e Board, resolved that the 100
mary shares of 0.0001 pence each.
were then redesignated as 1,000,000 A

As of the same date, the Company had issued 1,000,000 B Ordinary Shares, having issued these
aff and Non-Executive Directors.

2.6 On 22 February 2011, the Company cancelled the Deferred A Ordinary Shares of 0.0001 pence
each.

2.7  On 8 June 2012, the Company allotted 12,650,000 A Ordinary Shares at a nominal value of
0.0001 pence each, having then overall issued 29,400,000 A Ordinary Shares of 0.0001 pence
each.

2.8 On 16 December 2013, the Company allotted 22,115,384 A Ordinary Shares at a nominal value
of 0.0001 pence each. At 31 December 2013, the Company had issued 51,515,384 A Ordinary
Shares of 0.0001 pence each.
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2.9

2.10

211

212
2.13

On 21 January 2014, the Company allotted 7,692,308 A Ordinary Shares of 0.0001 pence each.
At 31 December 2014 the Company had issued 59,207,692 A Ordinary Shares of 0.0001 pence
each.

As a result of Admission, 916,561 B Ordinary Shares will convert to A Ordinary Shares,
following which the A Ordinary Shares will be redesignated as Shares. The remainder of the B
Ordinary Shares will automatically be deferred.

In accordance with the terms of the Project Revolution Awards described in paragraph 10.13 of
this Part XVII: “Additional Information”, it is expected that the Directors will allot c. 166,250
Shares Shares conditional on Admission.

On Admission, the Company will have an issued share capital of 85,290,502Shafes.

On 22 February 2016, the following resolutions are expected to be passed by the S olders at
a general meeting of the Company:

2.13.1 that, subject to and conditional upon Admission, in pld@e of a authority
anies the Directors

be generally and unconditionally authorised pursuant t rdance with Section

551 of the Act to exercise all powers of the Compa llot and to make offers or

agreements to allot shares or grant rights to subs sha convert any securities

into shares (for a period expiring on 21 Febpuary nless previously renewed,
varied or revoked by the Company in general

@) up to an aggregate nominal amo

(b)  up to a further aggregate n f £28.37 in connection with an offer by

way of a rights issue;

2.13.2 that, subject to a
allotments of eq

mission, the Directors be given power to make
1tigs, (as defined in Section 560(1) of the Act) wholly for cash
(for a period ex on 21 February 2021 (unless previously renewed, varied or

revoked by the Compangjin general meeting)):

connection with a pre-emptive offer; and

otherwise than in connection with a pre-emptive offer, up to an aggregate
nominal amount of £8.50; and

pursuant to the authority given by paragraph 2.13.1(b) above in connection with a
pre-emptive rights issue,

as if Section 561(1) of the Act did not apply to any such allotment; and

2.13.3 that, subject to and conditional upon Admission, the Company be generally and
unconditionally authorised for the purposes of Section 701 of the Act, to make one or
more market purchases (within the meaning of Section 693(4) of the Act) of Shares,
subject to the following restrictions and provisions (for a period expiring on 21 February

1

Taking into account the conversion of 916,561 B Shares into Shares and the issue of ¢. 166,250 Shares in connection with the

Project Revolution Awards (as described in paragraph 10.13 below).
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2021 (unless previously renewed, varied or revoked by the Company in general
meeting)):

(a) the maximum number of Shares authorised to be purchased is the number equal to
10% of the Company’s issued share capital at Admission;

(b)  the minimum price, exclusive of any expenses, which may be paid for a Share is
0.0001 pence;

(c) the maximum price, exclusive of any expenses, which may be paid for a Share
shall be the higher of:

(d)  an amount equal to 5% above the average of the middle market quotations for
Shares taken from the London Stock Exchange Daily Officia for the five
business days immediately preceding the day on which such shares ai ntracted

to be purchased; and

(e) the higher of the price of the last independent tfade and)th t current
independent bid on the London Stock Exchange DailyhOffici t at the time
that the purchase is carried out.

Dividends

As a growth company, the Company does not intend to pay a,dividend in the near term.

Articles of Association

The New Articles that are expected to be adop, ith om Admission and will contain, among
others, provisions to the following effect:

4.1  Shares

4.1.1 Share rights

ere is a vote on a show of hands, a Shareholder present at a meeting in person or
by proxy has one vote. Where there is a poll, a Shareholder present in person or by proxy

as one vote for every Share which they hold or represent. This is subject to any special
rights or restrictions which are given to a class of shares and to the New Articles. Unless
the Directors resolve otherwise, no member shall be entitled to vote either in person or
by proxy, or exercise any other right in relation to general meetings, if any call of other
sum due from him to the Company in respect of that Share remains unpaid.

4.1.3 Variation of rights

Subject to the provisions of the Companies Act, all or any of the rights attached to any
class of Shares may from time to time be varied either with the consent in writing of the
holders of not less than 75% in nominal value of Shares of that class (excluding Shares
held as treasury shares) or by special resolution of the holders of those Shares.
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41.4

415

4.1.6

Transfer of Shares

The Shares shall be freely transferable. Transfers of certificated shares must be effected
in writing and signed by or on behalf of the transferor. The Directors may decline to
register any transfer of a certificated Share, unless the conditions set out in the New
Articles are complied with. Transfers of uncertificated shares may be effected by means
of a relevant system (i.e., CREST) unless the CREST Regulations provide otherwise.

Restrictions where notice not complied with

Where the Company sends out a statutory notice under section 793 of the Companies Act
requiring information about interests in Shares and the recipient of the notice fails to
supply the information within the time specified in it, the Directors may

e steps set out
in the New Articles, including, among others, preventing the recipient fro tending or
voting at a Shareholders’ meeting.

Conditions governing the manner in which annual ge‘eral eti eneral
meetings are called

An annual general meeting shall be held in the si nth riod following the
Company’s accounting reference date, at such place on s, daterand time as may be

decided by the Directors. The Directors may, w ink fit, call a general

meeting.

Notice of general meetings shall include allgi ion required by the Companies Act
2006 and shall be given to all mem

before the time fi

No business othe the appeintment of a chairman shall be transacted at any general
meeting, unless a is present at the time when the meeting proceeds to business.

Two member;

Directoxs

422

423

eneral powers

The Directors shall manage the business and affairs of the Company and may exercise all
powers of the Company other than those that are required by the Companies Act or by
the New Articles to be exercised by the Company at a general meeting.

Number of Directors

The Directors shall not be less than two or more than 12 in number, save that the
Company may, by ordinary resolution, from time to time vary the minimum number
and/or maximum number of Directors.

Share qualification

The Directors are not required to hold any Shares.
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4.2.4

4.25

4.2.6

4.2.7

Directors’ fees

Directors’ fees are determined by the Directors from time to time, except that they may
not exceed £3 million per annum in aggregate or such higher amount as may from time
to time be determined by ordinary resolution of the Shareholders. Directors who hold any
‘executive office, or who serve on any committee of the Directors, or who otherwise
perform services which in the opinion of the Directors are beyond the scope of the
ordinary duties of a Director, may be paid extra remuneration as the Directors may
determine.

Directors’ retirement

Each Director shall retire at the annual general meeting held in the thifd calendar year

initially following listing and subsequently, or for Directors appointed afterlisting, at the

meeting may offer himself for re-appointment by the Shagéholder:
the UK Corporate Governance Code, each Director will be subject to
Shareholders.

Removal of a Director by resolution of Company

The Shareholders may, by ordinary resolution i ecial notice is given, remove
any Director before the expiration of his ice in accordance with the
Companies Act, and elect another persong irector so removed from office.

Proceedings of the Board

can exercise all the powers and discretions of the
nd remove any Director as chairman or as deputy

Inlaccordance with the Companies Act, the Directors have the power to authorise matters
ving rise to a breach of each Director’s duty to avoid a situation in which he has an
interest that conflicts (or might conflict) with the interests of the Company. The New
Articles set out the process through which this authorisation can be granted, as well as an
exhaustive list of generally permissible interests for which specific authorisation is not
required.

The New Articles also provide that Directors have no voting rights in relation to matters
in which they are interested and cannot count in the quorum at a meeting to consider a
resolution on such a matter. There are limited exceptions such as where the Director’s
interest cannot reasonably by regarded as likely to give rise to a conflict of interest.
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4.2.9 Restrictions on voting

Subject to certain exceptions set out in the New Articles, a Director cannot vote on, or be
counted in a quorum in relation to, any resolution of the Board on any matter in which he
has an interest and, if he does vote, his vote will not be counted. Subject to the
Companies Act, the Shareholders may by ordinary resolution suspend or relax, to any
extent, the provisions relating to Directors’ interests or restrictions on voting.

4.2.10 Confidential Information

If a Director obtains (otherwise than through his position as a Director) information that
is confidential to a third party, the Director will not be obliged to disclose that
information to the Company, or to use or apply the information infelation to the
Company’s affairs, where to do so would amount to a breach of that confi

4.2.11 Borrowing powers

The Directors may exercise all the powers of the Compan§to borrt

® mortgage
or charge all or any part or parts of its undertaking, propertyfand uncalled capital, and

issue debentures and other securities whether outright s collateral security for any
debt, liability or obligation of the Company or of any thi ty.

4.2.12 Directors’ liabilities

As far as the Companies Act allows this, the

former Director of the Company or of a
can purchase and maintain ingurance st any liability for any Director or former
Director of the Company or of an ot pany.

4.3 Dividends

The Company may, b re , declare final dividends to be paid to the
Shareholders. However, 1 all be declared, unless it has been recommended by the
Directors and does not the amount recommended by the Directors. The Directors may

also pay interim divi

anies listed below) are as follows:

Former
Name Current directorships/partnerships directorships/partnerships

Vernon W. Hill, 11 Site Development Inc. and various None
other related entities®

2 Site Development Inc. is an umbrella company of a number of U.S. real estate single purpose vehicle entities of which Vernon W.

Hill, 1l is also a director.
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US Restaurants Inc
Fetch Inc.
Galloway National Golf Club Inc.
Hill & Company, LLC
Hill-Townsend Capital, LLC
Interarch, Inc.
JVSW, LLC (Salad Works)
Craig Donaldson THECITYUK None
Michael Brierley None

Stuart Bernau Almericus LLP

Bernau Consulting Limited

Bernau Estates LLP tandard Financial Group
Limited

Minchinhampton Golf Club
Limited

Fantastic Tackle Group Ltd

Vulture LLP
Keith Carby apital Group Limited None
enovo plc
Lord Howar ight & Barr Limited Arden Partners PLC
Flight and Partners Arden Partners EBT Limited

Investec Asset Management Limited
The EIS Association Limited

CIM Investment Management
Limited

Marechale Capital PLC
Flight & Partners Limited
Downing Four VCT PLC
Aurora Investment Trust PLC

AIT Trading Limited
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Edge Performance VCT Public

Limited Company

RSFX Ltd.
Alastair (Ben) Robert Owen Communities
Gunn

The Gunn Pub Company Limited
Eugene Lockhart MissionOG LLC
Roger Farah Tory Burch

Sir Michael Snyder Kingston Smith Group Services

Limited

Kingston Smith Financial Advisers

Iress (UK) Limited

Avelo plc
Aviva Insurance UK Limited

Aviva Life dings UK Limited

n usiness Loans

Limited (Wholesale) Limited

Former

Name Current direct ips. directorships/partnerships
Aileen Gillan None None
Aisling Kane one None
Paul Riseborough None
Danielle Harmer one None
lain Kirkpatrick No None
Ian Walter: one None
None None
Chit Ghee Yeoh None None

Save as set out above, none of the Directors or the Senior Managers has any business interests,

or perform any activities, outside Metro Bank which are significant with respect to Metro Bank.

5.3  There are no family relationships between any Directors or Senior Managers.

5.4  As of the date of this Private Placement Memorandum, none of the Directors or Senior

Managers has, at any time within the last five years:

° had any prior convictions in relation to fraudulent offences;

. been declared bankrupt or been the subject of any individual voluntary arrangement;
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5.6

. been associated with any bankruptcies, receiverships or liquidations when acting in the
capacity of a member of the administrative, management or supervisory body or of a
senior manager;

° been subject to any official public incrimination and/or sanction by any statutory or
regulatory authority (including designated professional bodies);

° been disqualified by a court from acting in the management or conduct of the affairs of
any issuer;
° been disqualified by a court from acting as a member of the administrative, management

or supervisory bodies of any issuer;

° been a partner or senior manager in a partnership which, while they wetéya partner or
within 12 months of them ceasing to be a partner, was put into compulsory liquidation or
administration or which entered into any partnership voluntary arrangeffiént;

° owned any assets which have been subject to a receivership or“begn ajpartner in a
partnership subject to a receivership where they were a partner at the tifi€ or within the
12 months preceding such event; or

. been an executive director or senior manager of a.eempanywhich has been placed in
receivership, compulsory liquidation, creditors’ yoluntaryliquidation or administration or
which entered into any company voluntary “@mrangement or any composition or
arrangement with its creditors generally@riany classrof creditors, at any time during
which they were an executive disector or sénior management of that company or within
12 months of them ceasing to be an executivesdirector or senior manager.

Until July 2007, Mr Hill served as the Presidént and Chief Executive Officer of Commerce
Bank N.A. and its parent g@mpany, Commercé Bancorp, Inc., and as Chairman of the Board of
Commerce Bancorp, Inciy(collectively “Commerce Bank”). During and after Mr Hill's tenure at
Commerce Bank, the U.S. Office ofithe Comptroller of the Currency ("OCC") and the U.S.
Securities and Exchange Commission made certain inquiries into transactions involving
Commerce Bank and“related parties to Mr. Hill (including InterArch (see paragraph 16 below).
Commerce Bankhalso appointed a special litigation committee to investigate allegations in
shareholder actions'that had been filed relating to similar issues. The shareholder actions were
settled and the“speciallitigation committee issued no finding of wrongdoing on the part of Mr.
Hill.

In November 2008, Mr Hill entered into a stipulation and consent order with the OCC (the
"Order"). The Order requires that Mr Hill report future real estate transactions with any U.S.
insured/financial institution associated with him to the board and the audit committee of the
relevant financial institution. Additionally, in certain circumstances, when Mr Hill is an officer,
director or major sharcholder of these institutions, the Order mandated that the financial
institution must obtain an opinion from an independent accounting or other firm with
appropriate expertise that any proposed real estate transaction involving a related party to Mr
Hill is fair. The Order does not apply to Mr Hill’s activities with Metro Bank. The Order also did
not contain any adjudicatory finding of any violation of applicable U.S. law or regulation by Mr
Hill and did not restrict Mr. Hill's ability to serve as an officer or director of a U.S. insured
financial institution.

The aggregate remuneration paid and benefits in kind granted to the Senior Managers by the
Company and its subsidiaries during the financial year ended 31 December 2015 for services in
all capacities was £1,914,888.01.
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Directors’ terms of employment

6.1

6.2

6.3

6.4

6.5

The Company has engaged Vernon W. Hill, II to act as Chairman under a letter of appointment.
Mr Hill’s annual fee is £285,000. Mr Hill will enter into a new letter of appointment prior to
Admission which will provide that his appointment is for a fixed term of two years. The fixed
term is on its anniversary each year automatically replaced by a further two year fixed term.
Either the Company or Mr Hill can stop this process of automatic renewal by giving at least two
months’ notice to the other before the next anniversary renewal date. Following such notice
there would be no automatic renewal on that anniversary or on any subsequent anniversary. In
accordance with the UK Corporate Governance Code Mr Hill will be subject to annual re-
election. If he were not re-elected his engagement would be terminated without any notice but
he would receive payment in lieu of notice for the outstanding period of his terni:

Mr Hill’s appointment will be terminable without any notice or paymentiim certain
circumstances, including (among others) if he materially or persistently breaghes thetemats of
his appointment, has a bankruptcy order made against him, is disqualified ftom holding dffice as
a director or ceases to hold any necessary regulatory approvals.

Mr Hill receives a monthly allowance of £10,000 as a contribution towasds, travel and living
expenses. He is entitled to be reimbursed for all other reasonable and properly documented
expenses incurred in performing the duties of his office, afidunay alsegbe awarded cash to buy
Shares annually in such amount as the Remuneratiom Committee,shall in its sole discretion
determine. These shares vest immediately and no lock upwusuallyapplies.

The Company originally entered into ayservicefagréement with Craig Donaldson to act as CEO
on 1 September 2009. The Company and Mr Doenaldson will enter into a new service agreement
prior to Admission. Mr Donaldson is expectedyto expend such of his working time, attention and
abilities to his duties under ghe agreement as'i8 required for the proper performance of those
duties. Mr Donaldson reg€ives amanntalysalary of £545,000, subject to annual review and any
increase which the Remunepationi€ommittee may in its sole discretion determine. He also
receives a cash allowancednllieu of a pension contribution equivalent to 10% of his fixed annual
salary from time to time. Mr‘Denatdson is eligible to participate in the Metro Bank Deferred
Variable Reward Plan and,may receive an annual bonus, option or reward of such amount as the
Remuneration ¢ommittec\iiay in its sole discretion determine. His benefit package also
includes private medical cover, life assurance cover, income protection and 30 days’ paid
holiday fin addition/to normal public and bank holidays in England and Wales). His
employment can be terminated by either the Company or by Mr Donaldson giving not less than
12 months*prévious notice in writing. The Company also has the right (once notice has been
served by either party) to terminate the employment by making a payment in lieu of any
unexpiréd notice. The Company may elect to pay this in instalments, subject to reduction if Mr
Dondldson finds alternative employment.Mr Donaldson’s employment will be terminable
without any payment in certain circumstances, including (among others) where Mr Donaldson:
commits any act of serious misconduct; commits any material or persistent breach of any of the
terms or conditions of his service agreement; has a bankruptcy order made against him; or acts
in any way which may in the reasonable opinion of the Board bring the Company into disrepute
or discredit.

The Company originally entered into a service agreement with Michael Brierley to act as Chief
Financial Officer on 30 April 2009. The Company and Mr Brierley will enter into a new service
agreement prior to Admission. Mr Brierley is expected to perform the duties and exercise the
powers which may be assigned to him by the Board consistent with his role, and to devote the
whole of his time, ability and attention to his duties during normal office hours and at such other
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6.6

times as may reasonably be required for the proper performance of his duties. Mr Brierley
receives an annual salary of £280,000, subject to annual review and any increase which the
Remuneration Committee may at its sole discretion determine. He also receives a cash
contribution in lieu of a pension contribution equivalent to 10% of his fixed annual salary from
time to time. He also receives a travel allowance. Mr Brierley is eligible to participate in the
Metro Bank Deferred Variable Reward Plan and may also receive an annual bonus, option or
reward of such amount as the Remuneration Committee may in its sole discretion determine.
His benefit package also includes private medical cover, life assurance cover, income protection
and 30 days’ paid holiday (in addition to normal public and bank holidays in England and
Wales. His employment can be terminated by either the Company or by Mr Brierley giving not
less than six months’ previous notice in writing. The Company also has the right (once notice
has been served by either party) to terminate the employment by making a payment in lieu of
any unexpired notice. The Company may elect to pay this in instalments, subject tofeduction if
Mr Brierley finds alternative employment. Mr Brierley’s employment shall in anyyevent
terminate on the date on which he reaches the age of 65. The statutory fetirement procedure
applies to Mr Brierley but does not form part of his terms and conditions oflemployment. Mr
Brierley’s employment will be terminable without any payment/injcertam circumstances,
including (among others) where Mr Brierley: commits any act of serious‘mistonduct; commits
any material or persistent breach of any of the terms or conditions‘@f his)sérvice agreement; has
a bankruptcy order made against him; ceases to hold any fiecessary regulatory approvals, or acts
in any way which may in the reasonable opinion of thg'Board bring’the Company into disrepute
or discredit.)

In addition to the Chairman, the Company has\al§o appointed seven Non-Executive Directors,
with Alastair (Ben) Gunn serving as Seniorindependént Director. The Non-Executive Directors
are appointed by a letter of appointment andide _not have service contracts. Under the letter of
appointment, each Non-Executive Dirgetor is appointed for an initial term of two years, subject
to earlier termination, igcluding’(among-others) provision for early termination by either the
Company or the Non-Exeeutive Direetor on one month’s written notice or without any notice,
payment in lieu of notic€, emother compensation in limited circumstances including where a
Non-Executive Direetos, is not'ré=€lected. Each Non-Executive Director will be entitled to an
annual fee, whichyi§ subjeet to,annual review by the Board, and all reasonable expenses incurred
in performing theirdduties,/’Each Non-Executive Director receives a basic fee of £30,000 per
annum, wigh'a facther'fé€ of £7,500 for those who sit on committees. Stuart Bernau also receives
an additjonal fee'of £10,000 for his Chairmanship of the Audit Committee. Lord Howard Flight
receives ‘amadditional fee of £10,000 for his Chairmanship of the Nomination Committee and
Remuneration Committee, and Eugene Lockhart receives an additional fee of £10,000 for his
Chairmanship of the Risk Oversight Committee. Alastair (Ben) Gunn receives an additional fee
of £174500 for his role as Senior Independent Director. Non-Executive Directors may receive
additional lump sum annual fees which are then used by Metro Bank to buy Shares on their
behalf. These shares vest immediately and no lock up usually applies. Grants of a limited
number of options over Shares and B Ordinary Shares have been made to the Non-Executive
Directors before Admission as set out in paragraph 9 of this Part XVII: “Additional
Information” and paragraph 24 of Part VII: “Historical Financial Information”. These grants are
not considered by the Board to be material in the assessment of the independence of the Non-
Executive Directors and no further options will be granted after Admission.
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7  Directors’ Remuneration Policy

Appendix 1 sets out the Directors’ Remuneration Policy which is currently intended to apply from
Admission. This will form the basis of the policy for which formal approval will be sought from
shareholders at the Company’s Annual General Meeting in 2017 (in line with Companies Act
requirements). The Directors’ Remuneration Policy mainly focuses on the components of and criteria
applicable to the remuneration of the Executive Directors but also describes the fee arrangements for
Non-Executive Directors.

8 Directors’ and Senior Managers’ interests

The interests (all of which are or will be beneficial unless otherwise stated) of each Dir;

Manager (and of persons connected with them) in the share capital of Metro Bank as date of this

Private Placement Memorandum:

Percentage
oldin
Number of
Number of A Number of B options over A
Director Shares Sh Shares
Vernon W. Hill, 1% ......ooovvvennnne, 4,542,219 86,000
Craig Donaldson..........c.cccvvveeennee. 3,504 2 0 284,077
Michael Brierley.........cccoceevninnne 3,683 5,0 89,137
Stuart Bernau..........ccccveeeeveeeenneen. / ,000 0.08 33,500
Keith Carby ......ccccoovvvveinieiiriiens 20,000 0.21 33,500
Lord Howard Flight 20,000 0.02 33,500
Alastair (Ben) Gunn 20,000 0.08 33,500
Eugene Lockhart...........cccooient 20,000 0.12 33,500
Roger Farah .........ccoceveveinnnnnnn 0 0.80 7,500
Sir Michael Snyder 0 0 5,000
Percentage
holding of A
Shares as of
date of Private Number of
Number of A Number of B Placement options over A
nior Mapager Shares Shares  Memorandum Shares
Han.....oceeviveeeieeee, 0 0 0 70,123
Aisling Kane .......cccccoevvennecnene. 9,228 50,000 0.02 90,281
Paul Riseborough............ccccceenee 0 0 0 45,013
Danielle Harmer........c.ccccoevevveennns 0 0 0 62,500
lain Kirkpatrick.........cccooeeviieninnne. 0 0 0 20,000
lan Walters......ococoveveeivveeeiiieeee 0 0 0 20,000
® Vernon W. Hill, Il holds 2.1 million Shares in an account with a financial institution subject to security arrangements to support
borrowings.
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10

Mark StoKeS......coevvvrvevviirieieiiens 0 0 0 0
Chit Ghee Yeoh.......ccccoovevvvennenn. 0 0 0 13,182

Interests of significant Shareholders

The following Shareholders have interests representing 3% or more of the share capital of the
Company as at the date of this Private Placement Memorandum:

Percentage
holding as of
date of Private
Placement

Number
Shareholder Shares

72 Metro City INVESIMENT LLC ..o

WEITINGEON FUNGS. ..ot 9.90%
Fidelity FUNOS™ ...t 8.61%
Vernon W. Hill, 11 and related parties ..........ccccovereeieneiineiennense e 7.67%
Brave Warrior and connected parties 6.76%
Tom Smith and connected Parties ..........coceveverieienieieneie e ieececese g e ,228,151 5.45%
Abrandkids LLC .......ccceeiieirireneinieeneeeese e sesnene s 3,222,187 5.44%
TOI FaMilY® .o 2,373,286 4.01%
Willett Advisors and connected parties...............4. 2,076,921 3.51%
Putnam FUNdS ..........coovvevieeiiiicic e 1,861,538 3.14%
Lefrak Family and connected parties ... 1,837,315 3.10%

Notes:
(1) Shares held by BBHISL:

Die Ewa
d the Deferred Variable Reward Plan 2016 (the “Deferred Variable Reward
of which are summarised below, to enable colleagues, after Admission to

some or all of their annual variable reward into options over Shares.

ong Term Variable Reward Plan 2014 (the “Pre-IPO Plan”) which is broadly similar
erated prior to Admission.
10.1 Eligibility
Colleagues and Executive Directors of the Company and designated subsidiaries are eligible to
participate in the Deferred Variable Reward Plan.

10.2 Invitation to participate

The Board may select any person to participate in the Deferred Variable Reward Plan in respect
of their variable reward for any year. If selected, a participant will be allowed or required to
receive some or all of their variable reward in the form of an award under the Deferred Variable
Reward Plan.
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10.3  Grant of awards
Awards can take the form of:
Q) rights to receive free Shares on vesting;

(i)  an option to acquire shares at a price determined by the Board at grant (which may be
nil); or
(iii)  restricted shares which are issued or transferred to the participant on grant on the basis

that they must be given back to the extent that the award lapses before vesting.

Shortly after the amount of the cash element is calculated, the participant will be granted an

award. The number of shares under award will have a market value, at the datef/of award, which

is no more than the portion of the bonus which is to be received in the form of a
award is an option, the option will have a fair value which is no greater than the po of the

bonus to be received as an award. The balance will be paid in cash or su r formyas the
Board may determine. [ J

Awards will normally only be granted within 42 days of Admissi e any’s annual
general meeting or the announcement of the Company's result any p or at other times

in exceptional circumstances.

No awards can be granted more than 10 years after Ad

10.4 Performance conditions

e conditions set by the Board at grant. The
performance conditions may be waived O ere the Board considers it is reasonable
n produces a fairer measure of performance and

10.5 Limits on newly issued

In any 10-year period, n than/10% of the issued ordinary share capital of the Company
may be issued or bed

ed to satisfy an award will be counted as if new shares had been issued
onsidered best practice to do so.

The Board can reduce or delay the vesting of an award or clawback amounts already paid out in
circumstances, including misstatement of financial figures, misconduct by the
participant, failure of risk management, damage caused to the Company’s reputation, or in other
exceptional circumstances as determined by the Board.

10.7 Vesting of awards

Awards will normally vest, to the extent any performance condition is met over the deferral
period on the vesting dates set by the Board on award.

Shares will be issued or transferred to the participant shortly after vesting or exercise in the case
of an option. An option will become exercisable to the extent it vests and will lapse, at the latest,
10 years after grant. The Board can decide to satisfy an award in cash.
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10.8

10.9

10.10

10.11

10.12

An award may also carry a right to additional shares or cash based on the value of dividends
payable on the number of Shares in respect of which the award vests before vesting or exercise.

Leaving employment

An award will normally lapse if the participant leaves employment. But if the participant leaves
in special circumstances such as ill-health, redundancy or a sale of their employer or other
circumstances determined by the Board, their award will continue in effect and vest on the
normal timeframe.

Takeovers and reorganisations

Awards will generally vest early on a takeover, merger or other corporate reorganisation.

Alternatively, participants may be allowed or required to exchange their awar awards over

shares in the acquiring company.

Where an award vests in these circumstances, any performance condition
date of the relevant event. o

Rights issues, demergers etc.

The number of Shares subject to an award (and/or the exer rice of an option) may be

adjusted to reflect a rights issue, demerger or any variatio e sh pital of the Company.

General

Awards are not transferable (except to per T atives on death) and are not

re
or the t of an award.

pensionable and participants do not p

Any Shares issued following the vesti ill rank equally with shares of the same
class in issue on the date of allotment e

record date.

Amendments

10.13

The Board may also, without shareholder approval, establish further plans based on the Deferred

Variable Reward Plan, but modified to take account of overseas securities laws, exchange
controls or tax legislation. Shares made available under such further Deferred Variable Reward
Plans will be treated as counting against any limits on individual or overall participation in the
Deferred Variable Reward Plan.

Variable reward for 2015 for selected members of the management team

Selected members of the management team are eligible to receive a higher variable reward
opportunity for 2015 for their contribution to the Private Placement, subject to a successful
Private Placement and Admission and risk adjusted Company performance (the “Project
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Revolution Awards”). The Remuneration Committee will determine the amount to be awarded
on the basis of the following criteria:

° organisational culture and delivery of the Private Placement and Admission overall;
° AMAZE(ING) review rating for the individual,

° successful contribution to, and criticality for, success of the Private Placement and
Admission; and

° length of service.

The amount awarded could range from zero to a maximum of £3,488,000 for the CEO and
£1,792,000 for the CFO. In total, for all eligible members of the managemen
not expected to exceed £7 million (including the awards for the CEO and CFO).

awards are

al annual
variable reward recommendations for 2015 for individuals receiving Project Revoluti wards
will be nil.

Project Revolution Awards will be awarded in cash but delivered in Shares. ash awarded

will be used to subscribe for Shares (after deduction of tax) at £24¢ on ebruary 2016
(i.e. at the offer price of the Private Placement), conditional mission,”20% of the Shares

issued will vest immediately with a further 16% vesting on each o st five anniversaries of

Admission.

Until vesting:

° the Shares cannot generally be or e le, on death or a takeover);

° the number of Shares can be re delayed as described in paragraph 10.6
above;

¢ any dividends on the Shares;

ctor le the Company before vesting, the Shares will normally
he,left in special circumstances such as ill-health, redundancy

10.1

cised under the Pre-IPO Plan following a trade sale or flotation of the Company. A total of
2,582,095 Shares remain outstanding under option or are committed to be granted as options
under the Pre-IPO Plan. None of these options are subject to performance conditions.

11 Pensions

The Company operates and makes contributions for its colleagues to a defined contribution pension
scheme (or equivalent pension arrangements). The Company makes employer contributions to the
group personal pension plan of generally between 4% and 10% of basic salary.

The total pension cost in the year ending 31 December 2015 amounted to £3,641,515 for the defined
contribution pension scheme and certain colleagues’ individual personal pension plans.
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The assets of these arrangements are held separately from those of the Company in independently
administered funds.

The total amount set aside or accrued by the Company or its subsidiaries to provide pension, retirement
or similar benefits for the Directors for the financial year ended 31 December 2015 was £79,375.

The total amount set aside or accrued by the Company or its subsidiaries to provide pension, retirement
or similar benefits for the Senior Managers for the financial year ended 31 December 2015 was
£136,838.

Sponsor Agreement

The Company, the Directors and RBC (the Company’s “Sponsor” in relation to Admigsion) propose to
enter into the Sponsor Agreement in advance of Admission. Pursuant to the Sponsor Agreement, RBC
has agreed to act as the Company’s sponsor in relation to Admission. The Sponsor Agreement is,subject
to certain conditions. These conditions will include the absence of any breach /61 representation or
warranty under the Sponsor Agreement and Admission occurring. In addition, the Sponser will have
the right to terminate the Sponsor Agreement, exercisable in certain circumstances prieifo Admission.
Each of the Company and the Directors will give certain representations warrantics and undertakings,
subject to certain limits, to the Sponsor and the Company will give an‘indemnity to the Sponsor in a
form that is typical for an agreement of this nature.

Lock Up Arrangements

In advance of Admission, the Company propeses to entet intol a fock-up agreement with the Private
Placement Advisers undertaking that save for certain customaty exceptions and other than pursuant to
the Private Placement and the Project Revolugion Awards or with the consent of the Private Placement
Advisers, it will not offer, issue, lend) assign,{¢harge ordispose of, or agree to offer, issue, lend, assign,
charge or otherwise dispose of, /01 granflany optieng'right or warrant to acquire, directly or indirectly,
any further Shares for a period of,1 80 daysiafter the date of Admission.

In advance of Admission, the Chairman proposes to enter into a lock-up agreement with the Private
Placement Advisers undertdking that save for certain customary exceptions and any disposal which
takes place solely in cémnectionwith the grant or enforcement of security in connection with the
arrangements noted in paragsaph 8 above or with the consent of the Private Placement Advisers, he will
not offer, issue,Acnd; assign, charge or dispose of, or agree to offer, issue, lend, assign, charge or
otherwise dispase of, origrant any option, right or warrant to acquire, directly or indirectly, any of the
2.1lgmillion Sharesthe holds in his own name (which does not include the Shares held by his connected
parties) for a petiod of 90 days after the date of Admission.

In advance of Admission, each of the Executive Directors proposes to enter into a lock-up agreement
withithéPfivate Placement Advisers undertaking that save for certain customary exceptions or with the
consent of the Private Placement Advisers, he will not offer, issue, lend, assign, charge or dispose of, or
agree to offer, issue, lend, assign, charge or otherwise dispose of, or grant any option, right or warrant
to acquire, directly or indirectly, in any Shares for a period of 90 days after the date of Admission.

Subsidiaries

The Company is the principal operating and holding company of Metro Bank. The direct and indirect
subsidiaries of the Company are as follows:
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Proportion direct
or indirect

ownership
Jurisdiction of interest

Name Incorporation (%) Principal activity
Provider of asset

SME Asset Finance Limited ...... England & Wales 100 based finance
Provider of debt
financing and

SME Invoice Finance Limited ... England & Wales 100 invoice discounting

Material contracts

The only contract (not being a contract entered into in the ordinary course of busingss) that has been
entered into by the Company or another member of Metro Bank within thejtwo years immediately
preceding the date of this Private Placement Memorandum or is expeeted to belentered into prior to
Admission, and that is or may be material is the Sponsor Agreement réferted to inparagraph 12 above.

Related party transactions and other arrangements

A key component of Metro Bank’s strategy is the use gf‘a distinctive branding concept and reflecting
this concept in the design of its stores. Architecturaly d€sign jand branding services are provided to
Metro Bank by InterArch, Inc. (“InterArch”), ayfirmiwhich’is owned by Shirley Hill, the wife of
Vernon W. Hill, II, the Chairman, and whichhas been tasked by Metro Bank with the creation and
implementation of this concept. Métro Bank?s,stores arc designed to be highly visible (typically with
large glass storefronts and fittedfout in Metro Bank?S'recognisable red and blue colours).

In the 12 months ending 31 December 2015 the Company expensed £2.3 million in respect of these
marketing services and architectural segyices.

In order to ensure that thelterms of the’ InterArch arrangements are consistent with those that could be
obtained from an independent third party, the contractual arrangements with InterArch are subject to
periodic review bysthesCompany’s Audit Committee using annual benchmarking reviews conducted by
authoritative independent third parties. The Audit Committee has concluded that the contracts are on
terms” which areyat least as beneficial to Metro Bank as those which could be obtained from an
independent third party. This process has been in place since the inception of Metro Bank and Metro
Bank has disclosed its arrangements with InterArch in its annual report and accounts.

Any renewal’of these contracts on their expiry will, following Admission, also be subject to the Audit
Committee process mentioned above and the related party rules set out in Chapter 11 of the Listing
Rules of the UK Listing Authority.

Details of the contracts entered into between InterArch and the Company are as follows.

16.1 Architectural design services

InterArch provide various architectural design services to the bank, including pre-design,
architectural, interior design, facilities co-ordination, construction management, signage,
security design and layout. The current agreement terminates on 31 December 2017 unless
terminated prior to that in accordance with its terms. The fee structure for each project is based
on a fixed percentage of projected hard costs. Certain additional services are provided on an
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hourly basis. The agreement also provides for reimbursement for disbursements up to £2,000
per month. The agreement will terminate on 31 December 2017 unless terminated prior to that
in accordance with its terms.

16.2 Branding, marketing and advertising

On 31 March 2011, the Company entered into an agreement with InterArch pursuant to which
InterArch provides branding, marketing and advertising services to the Company, including
design and development of marketing and promotional materials for brochures, use in store and
at key events. The term of the agreement was extended by a letter agreement between the parties
and it is expected that the agreement will be renewed shortly on the same terms.

16.3 IPR agreement

On 21 June 2010, the Company entered into an agreement with InterArch pursuanyto which
InterArch agreed to transfer and assign to the Company all UK intellectual preperty rightsyth all
Metro Bank banking systems elements, together with all copyright desigii and ‘database rights
which arise pursuant to InterArch’s provision of services to the Company, and the right to take
proceedings for any past infringements. Consideration was proyided by the“appointment of
InterArch detailed above. The agreement also confirms the Company’s owniership of the name
“Metro” and other branding, logos or trademarks used by the Cempany. Outside of the UK,
InterArch is granted the right to use, licence and sell the UKyand U.S. Metro Bank banking
systems elements, provided any third party agrees not fouse suchielements in the UK.

Litigation

There are no governmental, legal or arbitration proeeedings (including any such proceedings which are
pending or threatened of which Metro Bank js aware)iduring the 12 months preceding the date of this
Private Placement Memorandumgwhich_ may haye, og’have had, a significant effect on the Company’s
or Metro Bank’s financial position or profitability.

Working capital

In the opinion of the Company; taking’/into account the net proceeds receivable by the Company from
the Private Placement/ the, working capital available to Metro Bank is sufficient for Metro Bank’s
present requirementsipthat 18hfor the next 12 months following the date of this Private Placement
Memorandum.

No significant change

There has been no significant change in the financial or trading position of Metro Bank since 31
December2015, the date to which the last audited consolidated interim accounts of Metro Bank PLC
were prepared.

General

Metro Bank will incur transaction costs as a result of the Offers and the listing on the London Stock
Exchange. These costs includes investment bank fees, fees for professional advice and other related
fees and expenses and VAT. Metro Bank anticipates total transaction costs for the Offers and listing will
be c. £15 million (including an estimated £7 million of costs for variable employee compensation
related to the Offers or to Metro Bank becoming a listed company. See Part VIII: “Operating and
Financial Review — Key Factors Affecting Results of Operations — Variable employee compensation
costs”); £1.5 million of transaction costs relating to the listing was expensed in 2015.
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The financial information contained in this Private Placement Memorandum does not amount to
statutory accounts within the meaning of section 434(3) of the Companies Act. Full audited accounts
have been delivered to the Registrar of Companies for the Company for accounting periods ended 31
December 2013 and 2014.

Takeover regulation

Since Metro Bank is a public limited company, and has its place of central management and control in
the UK, the City Code on Takeovers and Mergers (the “City Code”) applies to the Company except to
the extent that Shareholders agree to waive its provisions with the consent of the Takeover Panel.

Under Rule 9 of the City Code, any person who acquires an interest in shares which, taken together

with the shares already held by him or acquired by persons acting in concert with rry 30% or
more of the voting rights in a company which is subject to the City Code is normally re d by the
Takeover Panel to make a general cash offer to all of the remaining shareholders to
shares. Similarly, when any person, or persons acting in concert, alreaw holdsfan i in shares
carrying 30% or more but less than 50% of the voting rights in such a company, t over Panel
will normally require a general cash offer to be made to all of the remaini ho

of their shares if any further interest in shares are acquired.

Controller provisions of FSMA

nce over the management of the authorised firm or any

n’s shareholding or voting power.

acquire 1n accordance with an implicit or explicit agreement made between them. Certain holdings may
be disregarded under detailed provisions contained in FSMA.
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PART XVIII:
DEFINITIONS

The following definitions apply throughout this Private Placement Memorandum and the Application

Form, unless the context requires otherwise:

Admission

Adyviser

Application Form

Articles

Audit Committee
Banking Act

Banking Reform Act
BCA
BRRD

Business Day

CCA
Closing Date

CMA
Common Equity Tier

CREST

CREST Regulations

Directors or Board

the admission of the Shares to listing on the Official List of the
UK Financial Services Authority and to trading on the main
market for listed securities of the London Stock Exchange plc

Moelis & Company

is Private Placement

the application form which accompanies
Memorandum for use in connection with th

the articles of association of Metro Ba S amy r
replaced from time to time.

the audit committee of the Boar

the UK Banking Act 20 ma amended, modified or re-
enacted from time to ti

the UK Financial S

(Ba g Reform) Act 2013
business curren

Directive 9/ e Banking Resolution and Recovery

Directiv

h public holiday) on which banks are
ppen for business in the UK and the U.S.

onsumer Credit Act 1974

9 February 2016 or such later date as the Board may in its
solute discretion determine

the UK Competition and Markets Authority
share capital, share premium, retained earnings and other

reserves less specified regulatory adjustments as a percentage
of year-end risk-weighted assets

the Companies Act 2006
Metro Bank PLC

the legislative package implementing the Basel III proposals,
consisting of: (i) Directive 2013/36/EU on the access to the
activity of credit institutions and the prudential supervision of
credit institutions and investment firms; and (ii) Regulation
(EU) No. 575/2013 on prudential requirements for credit
institutions and investment firms of the European Parliament
and of the European Council of 26 June 2013

the UK-based system for the paperless settlement of trades in
listed securities, of which Euroclear UK & Ireland is the
operator

the Uncertified Securities Regulations 2001 (512001/3755)
the directors of Metro Bank
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Disclosure and Transparency Rules the disclosure rules and transparency rules produced by the
FCA and forming part of the FCA Handbook as, from time to
time, amended

DTV Ratio debt-to-value ratio, calculated as the ratio of the gross
outstanding amount of a loan to the indexed value of the
collateral

EEA Member States the states of the European Economic Area

EU the European Union

European Central Bank the central bank of the European Union

European Economic Area the EU, Iceland, Norway and Liechtenstei

Executive Directors the executive Directors

Existing Shares Shares held by Shareholders on the Re Date

FCA the UK Financial Conduct Aithority.

FLS HM Treasury’s Funding for Le sc

FSCS the Financial Services f Compensation Scheme, a UK
compensation fund set nder FSMA to provide

compensation to rs of authorised financial services

firms if a firm i kely to be unable, to pay claims

against it
FSMA ervices’and Markets Act 2000.
IFRS inancial Reporting Standards, as adopted by
Union
IPR property rights
IRS he U.S. Internal Revenue Service

Leverage Ratio
LIBOR London Interbank Offered Rate

Listing Rules the listing relating to admission to the Official List made under
section 73A(2) of FSMA

the ratio of total loans and advances to customers to deposits
from customers

Loan —To — Value Ratio

the member states of the EU

the Company and its consolidated subsidiaries
Moelis & Company Moelis & Company UK LLP

New Articles the new articles replacing the Articles on Admission, which are
more appropriate for a listed company

New Shares Shares to be issued pursuant to the Offers

Nomination Committee the nomination committee of the Board

Non-Executive Directors the non-executive Directors

OFAC the U.S. Office of Foreign Assets Control

Offer the offer to Qualifying Shareholders and certain other investors
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Offers
Offer Entitlement

Offer Entitlements
Offer Period

Offer Price
Official List
Opening Date

Payment Date
Prospectus

Pounds Sterling or £

Private Placement

Private Placement Memo um

Project Revolution Awards

Prospectus Di

Prospectus Rules

Qualifying Shareholders

RBC or RBC Capital Markets
Record Date

Registrars

to subscribe for New Shares up to an aggregate total of
20,833,333 New Shares at the Offer Price on the terms and
subject to the Subscription Terms and Conditions and the
Application Form

the Offer and the Top-Up Offer

the entitlement of each Qualifying Shareholder to subscribe for
0.35 New Shares for every one existing Share held by such
Qualifying Shareholder on the Record Date, pursuant to the
Offer

a Qualifying Shareholder’s Offer Entitlement and Top Up Offer
Entitlement

the period starting on the Opening Date and e on the
Closing Date (inclusive)

£24 per Share [ )
the Official List of the Financi ndu hority

27 January 2016, being theffirst da; hich Application
Forms will be received by a

nited Kingdom and elsewhere, as described in this Private

acement Memorandum
this private placement memorandum

the awards described in paragraph 10.13 of Part XVII:
“Additional Information”

the EU Prospectus Directive (2003/71/EC) (and amendments
thereto, including the 2010 PD Amending Directive, to the
extent implemented in the Relevant Member State and includes
any relevant implementing measure in the Relevant Member
State, and the expression “2010 PD Amending Directive”
means Directive 2010/73/EU)

the rules for the purposes of Part VI of FSMA in relation to
offers of securities to the public and the admission of securities
to trading on a regulated market

holders of Shares on the Company’s register of members on the
Record Date.

RBC Europe Limited, trading as RBC Capital Markets
Close of business on 22 January 2016

Equiniti Limited

236



Regulation S Regulation S under the U.S. Securities Act

Remuneration Committee the remuneration committee of the Board

Risk Oversight Committee the risk oversight committee of the Board

Senior Independent Director Alastair (Ben) Gunn, the senior independent Director

Senior Managers Aileen Gillan, Aisling Kane, Paul Riseborough, Danielle
Harmer, lain Kirkpatrick, Ian Walters, Mark Stokes and Chit
Ghee Yeoh

Shareholders the person(s) who are registered as holders(s) of Shares from

time to time

Shares A Ordinary Shares of 0.0001 pence each
Bank, which, conditional on and from Admi

e capital of Metro
, will be

redesignated as Ordinary Shares of 0.0001 penc in the

capital of Metro Bank
SME small and medium enterprises
Sponsor RBC
Sponsor Agreement the sponsor agreement ent intp between the Company, the

paragraph 12 of Part XVII:

Subscription Account oun ollowing details:

nal Bank Account Number (IBAN):
GB25MYMB23058010842921

eficiary Bank BIC code: MYMBGB2L
Correspondent Bank BIC code: BARCGB22

Subscription Amount the aggregate price in respect of the New Shares subscribed for
by a Qualifying Shareholder or other prospective investor
pursuant to the Offer and/or the Top-Up Offer, payable into the
Subscription Account by the Payment Date

the terms and conditions of the Offers set out in Part XV:
“Terms and Conditions of the Offers”

the supplement to the Private Placement Memorandum to be
published on or about 16 February 2016

Top-Up Offer an offer to all Qualifying Shareholders and certain other
investors to subscribe for additional New Shares up to an
aggregate total of 4,166,666 New Shares

Top-Up Offer Entitlement the entitlement of each Qualifying Shareholder to subscribe for
up to 0.07 New Shares for every one existing Share held by
such Qualifying Shareholder on the Record Date, pursuant to
the Top-Up Offer (subject to the final size of the Top-Up Offer)

Total Capital Ratio

Transaction the Offers and Admission
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UK

UK Corporate Governance Code or
Governance Code

UK Government

U.S. or United States

U.S. Dollar or U.S.$
U.S. Securities Act

VAT

C/O

the United Kingdom of Great Britain and Northern Ireland

the UK Corporate Governance Code published by the Financial
Reporting Council and dated September 2014, as amended
from time to time

the Government of the United Kingdom

the United States of America, its territories and possessions,
and the states of the United States and the District of Columbia

the lawful currency for the time being of the U.S.

United States Securities Act of 1933, as amended

within the EU, such taxation as may be le in accordance
with (but subject to derogation _from) Directive
2006/112/EEC and, outside the EU] a xation levied by

reference to added value of Qles

&
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ANNEX 1
DIRECTORS’ REMUNERATION POLICY

INESR

Directors Remuneration P ,\’

Metro Bank PLC

Q’Q
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FRAMEWORK

This Policy outlines the overall approach Metro Bank PLC (“the Bank” or “Metro Bank™) will adopt
towards managing remuneration for Executive and Non-Executive Directors which is currently
intended to apply from the date on which the shares in Metro Bank are admitted to trading on the
London Stock Exchange. This will form the basis of the policy for which formal approval will be
sought from shareholders at the Company’s Annual General Meeting in 2017 (in line with Companies
Act requirements). It is intended that the policy will formally apply for the three years beginning on the
date of approval (although the Nomination and Remuneration Committee will consider the policy
annually to ensure that it remains aligned with business strategy and the regulatory framework to which
the Bank is subject).

It is the company’s policy to honour any commitments made to a Director befo became a

Director or before this policy took effect, even if it may not be consistent with this policy. example
Metro Bank will honour the stock awards made to the Executive Directors in ion t ject
Revolution’, the details of which are described in the Private Placements/lemor du d the listing

Prospectus.
POLICY

Metro Bank offers banking, focused on the Customer, through unpa ed 1evels of service and

convenience. We have a simple approach to compensation whi orces our model by rewarding
the right behaviours and outcomes for customers and the by, s, focusifig on long term growth and
discouraging unnecessary risk taking.

Our reward principles are to:

e Pay fair salaries and offer fanta r and growth opportunities in an AMAZE(ING)
culture

e Make everyone an er;align ur vision for the long term
e Reward people based on h etro Bank performs and also on how they behave and

deliver; both as pa e team)and as an individual

The Listing Rules
The regulatory framework applying to Financial Services Sector (including the PRA
emuneration Code and provisions of CRD IV)

e  The Companies Act 2006
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3 COMPONENTS OF REMUNERATION FOR EXECUTIVE DIRECTORS

BASE SALARY

Purpose and link to

We consider base pay as part of the total proposition that we can offer colleagues at Metro

strategy Bank, including career and growth opportunities and also long term reward.
We aim to set pay at a level which enables us to attract and retain the right calibre of
colleagues, with the required level of skills, experience and cultural alignment to deliver
and improve our model.

Operation Base salaries for Executive Directors are normally reviewed annually by the Nomination

and Remuneration Committee with any increase usually taking effect from 1 April in the

ngst others:

following year. The following factors are taken into accou
- company culture and delivery
- individual behaviours and deliverws per Reviews
- relevant external market data
- scope and size of role

- individual’s skills, experti exp ce and ability to grow with the role
and organisation

- level of increase 1l ¢ es

Maximum potential

P

Perforinance measure

eases awarded to other colleagues, but there may be instances where a higher amount

is agreed at the discretion of the Remuneration Committee, particularly where salary level
is significantly below market for the size and scope of the role as the organisation grows.

Not applicable
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PENSION

Purpose and link to

Our pension policy aims to support Executive Directors in building long-term savings for

strategy their retirement, without exposing the Bank to any unnecessary financial risk or
unacceptable cost.
Operation Executive Directors are automatically enrolled into our Group Personal Pension Plan

(GPPP) when they join the Bank. If they have exceeded the Life Time Allowance or the
annual pension tax free contribution limit, they may elect to take cash in lieu of pension for
all or some of the benefit.

The amount received, before deduction of tax and NI, is broadly equivalent in value to the
contribution that would have been made to the GPPP by Metrg'Bank.

Maximum potential

The maximum employer contribution (including cash in lieu) is 1 f salary

Performance measures

Not applicable
[

&

C/O
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BENEFITS

Purpose and link to
strategy

Whilst we have a very simple approach to reward we also support the health, well-being
and security of our Executive Directors through additional core benefits.

Operation

Core benefits

e Life Assurance of 4 x salary
e  Private Medical Insurance for the Executive Director, their partner and children

e Holiday — 30 days
Allowances

We may choose to pay Executive Directors allowances as follows:

e An allowance to enable us to hire someone who will to live away from
home in order to be employed by us which may i ance with
children’s education, periodic trips home, spouse a i
others

e In other circumstances, related to travel eloc , as we determine

appropriate
Legacy
Income Protection is also in place fo [ xecutive Directors.
Benefit Basis is: 50% of Basic 2 (at date of incapacity) up to State Pension

Age for a period of 60 mon aximum benefit is £350,000

ua

Executive Directors a a o voluntary employee funded benefits available to

all colleagues.

Maximum potential

Performance measures

The um pai e cost to Metro Bank of providing the benefits noted above.
The ¢ost ate from year to year even if the level of benefit provided remains
uncha .

plica

C/O
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VARIABLE REMUNERATION

Purpose and link to
strategy

Our discretionary variable reward scheme is made up of cash and Share Options, or by
exception shares. As a growth model organisation, Share Options form the main part of
our variable compensation to encourage Executive Directors to focus on the long term and
to think and behave like owners.

The purpose of variable reward is to recognise Executive Directors for demonstrating our
AMAZE(ING) Behaviours and also for achievement against business priorities for the
year.

Operation

We operate a discretionary variable reward scheme based on behaviours and performance
over the year which is paid in the form of cash and Share Options, or by exception shares,
for all colleagues including Executive Directors.

We do not operate separate and additional Long Term Incentive Pla

Share Options or shares vest over five years ald satisf equirements around
serformance conditions on

vesting since the award itself was subject t achi ent of performance conditions,

the deferral of variable reward. They are not subjectto fu

but may be reduced, delayed or clawed ba er the notes below.

Variable compensation relating to the performance year is communicated to
Executive Directors in the followi

paid in March and Share Opti

March, annually. Cash bonuses are then
granted later that year.

¢, is deferred into Options or Stock. We use the Black
Scholes method to inform th ue of Options at the time of award and the total value
will never be more than the variable remuneration deferred.

t sh element of any variable compensation into their Metro Bank
into immediate vesting Share Options. This scheme is covered by salary
ents in line with HMRC guidelines. Cash bonus may be exchanged for
exchange ‘price’ approved by the Nomination and Remuneration

sacrifice
at
e. The exchange price offered to Executive Directors is on the same basis as for
er colleagues. The total value of Options awarded via Bonus Exchange will never

be’more than the cash bonus forfeited.

Total variable remuneration, including Share Options, for each Executive Director for any
year will not exceed 200% of their base pay at award.
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Performance measures The variable reward pool for any year is based on the overall performance of the
organisation in terms of culture and delivery in line with the Balance Scorecard, the
components of which are set out under ‘Performance Measures’ below. We also consider
risk adjusted financial performance in setting the overall pool.

Executive Directors are awarded variable remuneration for a year on a discretionary basis
taking into account the following factors over the year amongst others:

e individual behaviours and performance based on their AMAZE(ING) Reviews —
these performance targets are agreed at the beginning of the year and are reflected
in the Balanced Scorecard for Metro Bank and are detailed in the notes section

below
e  overall contribution to the culture, performance and su of Metro Bank
We are focused on the right outcomes for customers in li ith ou el and do not

‘incentivise’ the delivery of any specific targetin a lingar

Measures:

We set standards for all colleagues both on their behavio d a or their delivery and

performance. These are the high level measures for Executive

Behavioural Framework

ed Scorecard Targets

AMAZE(ING) Behaviours framework cov following ) all into the following five categories:
behaviours: . .
¢ Financial
e Attend to every detail e Risk
e  Make every wrong right e  Operations and IT
e Askifyou are not su p it e  Customers
e  Zestis contagious, shdre e People
e Exceed expectati
e Inspire collea NS
e Nurture coll¢a so they grow
e Game ecause this is a Revolution
Notes
° Malus and clawback apply to all deferred variable remuneration.
. ajority of our variable reward is focused on Share Options so we do not apply clawback to

our relatively low cash bonuses. Deferred reward can be reduced or delayed and Share Options
and, or, shares paid out clawed back including if there is a restatement of accounts or there is a
material failure of risk management, a material downturn in financial performance or evidence
of misconduct by the Executive Director.
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ADDITIONAL CRITERIA FOR EXECUTIVE DIRECTOR REMUNERATION

Executive Directors are remunerated broadly in line with the same structures that apply across the
wider population. The performance conditions for variable pay awards are very similar to those which
apply to all colleagues.

CONSIDERATION OF PAY OF OTHER COLLEAGUES

Pay and employment conditions of other colleagues in the Bank were taken into account when setting
the Remuneration Policy for Executive Directors. In particular, base pay of Executive Directors is
limited by reference to colleague pay as described above. We do not specifically consult with
colleagues when setting remuneration for Executive Directors.

CHANGES TO POLICY

As this is the first Remuneration Policy of Metro Bank, there is no policy against which cha in this
policy can be identified.

APPROACH TO REMUNERATION WHEN RECRUITING EXEC&‘I E S

When appointing a new Executive Director, the Nomination and R eratiom, Committee seeks to
align the remuneration package for the individual with Metro Bank’ uneration Policy and takes

into account the package as a whole.

The Committee has the flexibility to make compensatory aw to ne ecutive Directors which are
intended to compensate the Executive Director for bene ey will lose as a result of joining Metro
Bank.

These awards:

e will be made up of the s

e inpu % drmal variable compensation for Metro Bank
iregtors

t, of the awards being lost

colleagues and Executi
e  consider the value, at t
e will be in a similar for e awards which are being lost, where possible
e vest over a similar eriod than the awards being lost; and

e are subjecttoc ce and performance conditions and continued employment.
The limit on variable
flexibility to offe hi el of variable remuneration to new recruits is required to give the

company flexib en negotiating with potential new recruits.
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REMUNERATION OUTCOMES

The graphs below illustrate the total remuneration each of the Executive Directors in office at the end
of 2015 could receive for 2016 (payable in 2017) based on this policy (the first year in which this
policy will apply) for minimum, on-target and maximum behaviours and performance. This is broken
down into:

e  The fixed element, which is:
o base salary
o pension contribution of 10%
o Dbenefits as outlined in the Policy Table for which we have assumed a value of 1.5%
of salary
e The minimum (fixed), on-target and maximum potential annual variable eration that
may be awarded

Craig Donaldson - CEO
£1,500,000
£1,400,000 o
£1,200,000
s =4
£1,000,000
£800,000 o
£600,000
£400,000
£200,000
£0 . — -
Minimum [fxed) On-target Maximum
W Varizble Pay £0 £325,000 £650,000
m Fied £724,750 £724.750 £724 750
A —
Mike Brierley - CFO
£800,000 —
£700,000
£600,000 ontarze
£500,000
£400,000 o=
£300,000
£200,000
£100,000
£ Minimum (fxed) Or-target Maximum
W Varabke Pay £0 £175,000 £350,000
m Ficed £390,250 £390,250 £390,250

Notes

1) These illustrations include the proposed salary increases for 2016 which are due to be applied, subject to
profitability

2) Mike Brierley currently receives a travel allowance of £10,182 per annum, which is not included as fixed
pay in the graph as it will be consolidated into base pay as part of the next review of his salary.
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REMUNERATION ON OR AFTER TERMINATION

For each component of pay, the amount paid to an Executive on termination will be determined as
follows:

Component of pay Determination

Salary/fees The Executive Director is entitled to be given notice of termination of the
relevant length and receive their normal base salary and benefits in that time.
The Bank has discretion to make a payment in lieu of base salary in respect of
any unexpired notice period and may decide to pay this in instalments, subject
to reduction if the Executive Director finds alternative employment. Benefits
will continue until the last day of contractual employment and the,accrued but
unused holiday will be paid out.

Variable pay Variable remuneration may accrue during a notice period howewer the

remuneration is awarded in order to be eligible to receive it.
compensation is payable after termination and previ vested variable
reward deferred into shares or share options will usually

However, if the Executive Director leave
Deferred Variable Reward Plan Rules
death) or in other circumstances at th

ere detailed in the

, retirement, redundancy or
f the Remuneration
Committee, their award under t n ntinue on the same terms

law as described in the Policy Table and Notes)

910 formance conditions are met.

(subject to reduction 3
and vest at the normal tin

Pension

'be made during the notice period. No further

The circumstances of ‘an cutive Director’s leaving and their behaviours and performance will be
eration Committee when deciding whether it should, in the circumstances,
reat them in the same way as a ‘good’ leaver or not. For example someone
a competitor is unlikely to be treated as a good leaver. As a general principle

months’ notice.

Additional payments can be made by way of damages for breach of any legal obligation or by way of
settlement or compromise of any claim raised by the Executive Director.

The Executive Directors’ service contracts and letters of appointment are available for inspection on
request at the Company’s registered office.
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10 COMPONENTS OF REMUNERATION FOR NON EXECUTIVE DIRECTORS

Fees All Non-Executive Directors receive a basic annual fee for fulfilling their duties as a Board
member.
Additional fees are paid for added responsibilities such as chairmanship and membership of
committees, or acting as the Senior Independent Director. Fees for committee chairmanship are
paid in addition to any fees for committee membership.
The Non-Executive Chairman receives an annual fee for the performance of their role. This fee
is agreed by the Remuneration Committee.
Fees for both the Non-Executive Directors and Non-Executive Chairman are paid in cash,
subject to the appropriate deductions. The amount payable takes i ccount: the time
commitment and requirements of the role; individual performance an erience; benchmark
data from appropriate market sources and the financial perform:; of thi k.
The basic and additional fees are reviewed periodically, dra al market information
for comparable financial services groups and companie y in normally takes effect
from April of a given year.
The maximum aggregate annual fees that can be pai h airman and Non-Executive
Directors are capped at £3,000,000.

Stock Non-Executive Directors may receive addi 1 lump sum annual fees which are then used by
Metro Bank to buy Shares on thei
Remuneration Committe
from the additional cash fe
Directors. These shares
The additio

Benefits Non-Exec
arrangemerits
of busi
T

Fees o The fees payable to a new Non-Executive Director will be consistent with the current basic fee

Reefuitment

ture in place for all Non-Executive Directors and reflect any additional responsibilities as
Chair or member of Board Committees.

The fees payable to a new Non-Executive Chairman will be set with reference to external
market data; internal relativity among other Executive and Non-Executive Directors and the
requirements of the role.
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Service
Contracts and
Notice Period

The Chairman is appointed for a fixed term of two years which renews automatically on each
anniversary. Either party can stop the automatic renewal up to two months before the renewal
but the company must pay out the balance of the fixed term if it terminates his appointment. In
accordance with the UK Corporate Governance Code the Chairman is subject to annual re-
election. If he were not re-elected his engagement would be terminated without any notice but
he would receive payment in lieu of notice for the balance of his fixed term. There is no
provision for any other early termination compensation and no payment for loss of office.

Appointment letters for the Non-Executive Directors provide for a notice period of one month
during which time they are entitled to be paid their normal fees or payment in lieu without
liability for compensation. There is no provision for any other early termination compensation

and no payment for loss of office. Non-Executive Directors may béterminated without any

notice, payment in lieu of notice, or other compensation where they ot re-elected.

&

C/O
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ANNEX 2
SHAREHOLDER INFORMATION

This Annex (Shareholder Information) sets out certain information in relation to changes to the
Articles, changes in corporate governance and restrictions on the transfer of Shares arising from the
transition to becoming a premium listed company in the UK. This information may be of particular
interest to U.S. Shareholders.

Articles

On Admission, it is proposed that the Articles will be replaced with a typical set of articles more

appropriate for a listed company (the “New Articles”), for example making provisio
held in uncertificated form so that they can be traded through CREST. The main changes‘eontained in
the New Articles from a Shareholder perspective are set out below.

1.1  Issue of Shares and pre-emption rights @
1.1.1 The New Articles will not contain pre-emption provisions inst K statutory
rules requiring authority for issues of Shares and dis catio e-emption rights
will apply.

1.1.2 Shareholders are being asked to approve at the Ge

(i advance authority to allot up to one-thi mpany’s issued share capital,
plus up to a further one-third to b

(i)

excess of an amount equal to 7.5 per cent of the total issued ordinary
share capital of the Company excluding treasury shares within a rolling
three-year period, without prior consultation with shareholders,

nd in each case other than in connection with an acquisition or specified capital
investment which is announced contemporaneously with the allotment or which has
taken place in the preceding six-month period and is disclosed in the announcement of
the allotment.

1.1.3 While these authorities are being sought for a five year period, as is customary for UK
listed companies, the Company intends that these authorities will be proposed to
Shareholders annually for renewal at the Annual General Meeting.

1.1.4 Shareholders are being asked to approve at the General Meeting:

(i) advance authority to allot up to one-third of the Company’s issued share capital,
plus up to a further one-third to be used for pre-emptive offers only; and
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1.2

13

14

(if)  disapplication of pre-emption rights (which would otherwise apply to all issues of
Shares for cash) for up to 10% of the Company’s issued share capital. Up to 5% of
this authority can be used for general purposes with the rest being reserved for use
in connection with acquisitions or specified capital investments.

1.1.5 While these authorities are being sought for a five year period, as is customary for UK
listed companies, the Company intends that these authorities will be proposed to
Shareholders annually for renewal at the Annual General Meeting.

Transfer of Shares

Listed Shares must be freely transferable, and, therefore, all current restrictions, pre-emption
at U.S. holders
fers of their

and tag-along rights relating to the transfer of Shares will be removed, except

of New Shares will be required to adhere to specific requirements in relation t
New Shares for a period of time following Admission as set out in more detail in paragraph 4 of
this Annex (Shareholder Information).

Removal of B Share provisions [

Admission will trigger the conversion of the B Shares, therefore, frr mis the Company
will have a single class of Shares in issue.

Related party transactions

1.4.1 The Articles currently prohibit the Company fr:

(“INEDs”).

1.4.2 From Admission,

related party tra

the Company. Unless the transaction is small or of a
al of at least 50% of the Company’s independent
for related party transactions in respect of which a detailed

1.5.1 Currently, the Articles provide that the Company must receive 75% independent
areholder approval for: (i) significant business changes; (ii) acquisitions and disposals
above £20 million that are outside the ordinary course of business; and (iii) a merger or
sale of substantially all of the Company’s business.

1.5.2 From Admission, the Listing Rules will require prior approval of at least 50% of the
Company’s Shareholders for significant transactions — generally, this means large
transactions by reference to the relative size or profitability of the Company versus the
asset or business being acquired or disposed of, as well as certain specific types of
transaction. Where Shareholder approval is required, a detailed Shareholder circular will
need to be sent to Shareholders containing information on the proposed transaction, with
the relevant agreement being made available for inspection in advance.
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1.5.3 Other smaller (but still significant) transactions will need to be announced to the market
with mandatory content requirements for such announcements.

1.5.4 Therefore, the New Articles do not contain provisions relating to significant transactions.

1.6 Information rights

1.6.1 The New Articles will not contain information rights for Shareholders and, as a result,
Shareholders will no longer have a right to receive quarterly financials (as only annual
and half year information is required to be disclosed by listed companies). Shareholders
will receive the same information (and at the same time) that is disclosed to the market as
a whole.

1.6.2 The Company will no longer be able to provide copies of business plams,or budgets to

Shareholders or provide information to Shareholders on a selective basis.
information that arises in relation to the Company will need to be communica s soon
as possible to the market as a whole.

2 Corporate governance

2.1 The Code

211 The UK Corporate Governance Code (the
recommendations for UK listed companies. T

ode ntains best practice

itutes guidance rather than
law but the Listing Rules require premium list panies (as the Company will be) to
either comply with the Code and describ, annual’report how it has done so or, if it

has not complied, provide a reasoned explahation/as to why it has not done so.

the topics of leadership, effectiveness,
s with shareholders. The Code sets out
guidelines on the osition of beards and board committees and the duties of directors

(and, in particul
directors).

2.1.3 The Board i

2.2

exXecutive and non-executive directors (and, in particular, INEDs). It provides that at least
If the board (not including the Chairman) should comprise INEDs (this had been a
requirement of the Articles in any case).

2.2.2 The Code also provides that the roles of Chairman and Chief Executive Officer should be
separate and that there should be a clear division of responsibilities between the two
positions.

2.2.3 The Code focuses on leadership, in particular, the role of the Chairman in heading up the
board and the responsibility of the non-executive directors to provide constructive
challenge and help develop strategy. The senior independent director should act as a
sounding board for the Chairman and as an intermediary for other directors, as necessary.
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2.2.4 Since 2010, the Code has required directors to be put up for re-election annually and, as a
result, re-election resolutions for each director have become part of the ordinary business
at each annual general meeting. The Company intends to comply with this requirement.

2.3  Remuneration

2.3.1 Shareholders of listed companies have a binding vote on remuneration policy at the
annual general meeting at least every three years and have an annual advisory vote on
directors’ pay in the preceding year. Metro Bank’s current Directors’ Remuneration
Policy is set out in Annex I of this Private Placement Memorandum and will be subject to
a Shareholder vote at the 2017 annual general meeting.

2.3.2 The Directors” Remuneration Policy mainly focuses on the components,of, and criteria
applicable to, the remuneration of the Executive Directors but also i

arrangements for Non-Executive Directors.

2.3.3 Detailed disclosure in relation to remuneration will be required t
annual report. o

2.3.4 In addition to these statutory requirements, the
performance-related pay to be aligned with the long-ter terest of the company and its
risk policies and systems. The use of non-financia i easure performance is

in certain circumstances.

2.4 Relations with Shareholders
2.4.1 The Code provides that there

ialo with shareholders based on the mutual
esponsibility of the board as a whole to

3.1 t a public disclosure obligation will be triggered under the UK Disclosure and

3% or mere of the voting rights attached to the Shares (or of financial instruments from which a
similar g£conomic effect is derived). Once this obligation has been triggered, the Sharcholder
i required to make further disclosures for any percentage point change in the holding.

3.2 Any such notification is made in the first instance to the Company, which is, in turn, required to
make a market announcement of the notification.

3.3 The rules in relation to calculations for the purposes of DTR disclosure are complex (and
include rules relating to aggregation of different holdings), and any Shareholder to whom this
may apply should consult with his or her own advisers to ensure that he or she is in compliance
with the rules.
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Certain transfer procedures that will apply following Admission

41

4.2

4.3

4.4

4.5

4.6

a7

As the Company is currently unlisted, the Existing Shares are all held in certificated form, i.e.,
represented by share certificates. Once the Company becomes listed, it will be possible to hold
Shares in uncertificated (or dematerialised) form in the UK CREST system (subject to the
information set out below in relation to New Shares). This means that such Shares would exist
in electronic form only, making trading easier and quicker and avoiding issues with lost or
damaged share certificates.

New Shares sold to Shareholders outside the United States will be credited to each
Shareholder’s (or its nominee’s) account in dematerialised form (except where such
Shareholders do not provide CREST account details or choose on their Application Form to
receive certificated Shares. These New Shares can be resold without restriction/from Admission.

New Shares sold to Sharcholders in the United States that are “qualified institutionaldbuyers”
(as defined in Rule 144A of the Securities Act) (“QIBs”) will be credited tg”suchySharecholder’s
or its nominee’s account in dematerialised form (except where such’Sharehelders dg ot provide
CREST account details or choose on their Application Forms to receiyeicertificated Shares).

Such New Shares will be deemed “restricted securities” (as defined in Rule 144 of the Securities
Act). Accordingly, such Shareholders will be required to undertakeiand dgree that for so long as
such Shares are “restricted securities” (which will be fog'a mihimum one-year period from the
date of Admission), they will only reoffer, resell or transfer the Néw Shares outside the United
States in accordance with Regulation S under the Seeuritics Acte

New Shares issued in dematerialised form will e eligible for trading through CREST on the
London Stock Exchange. Conditional trading m¥Shares on the London Stock Exchange is
expected to commence on an if-and/when-issued basis on or about 24 February 2016 with
Admission expected to takegplace on orlabout 29"February 2016. All dealings in the Shares prior
to the commencement of unconditional dealings will be of no effect if Admission does not take
place and will be at the soledisk of thelparties concerned.

New Shares that are sold to\Shareholders in the United States that are not QIBs will be
delivered in certificatedhform. /SSuch New Shares will be deemed “restricted securities” (as
defined in Rulef144 of the’Securities Act). For so long as such New Shares are “restricted
securities” (which will be for a minimum one-year period from the date of Admission) such
New Shdres may only be re-offered, resold or transferred outside the United States in
aceordance with Regulation S under the Securities Act.

New Shares in certificated form will not be eligible for trading through CREST on the London
Stock Exchange. Shareholders that hold Shares in certificated form are, therefore, advised to
speakgto their brokers in advance of executing a sale or transfer of their Shares in order to
arrange for such Shares to be dematerialised and held through CREST.

Tax Considerations

Certain tax considerations relating to the Transaction that will be relevant to U.S. and UK Shareholders

are set out in Part XX (Taxation) of this Private Placement Memorandum. This information is intended

only as a general guide to the current UK and U.S. tax positions applicable to holders of Shares.

Prospective investors are advised to consult with their own independent professional tax advisers prior

to participating in the Offers.

256



	Revolution Shareholder Circular
	A30677314 v0.8 Revolution_Articles of Association
	Revolution_PPM



