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About this report

The Strategic Report outlines the key
elements of the Annual Report and
provides context for the related
Financial statements.

Itis also designed to help members of the Company assess how the Directors have performed their duty under
section 172 of the Companies Act 2006. The report highlights key financial and non-financial metrics which
help to explain our performance over the past year. It also highlights the external environmental factors
affecting the business along with Santander UK's position in the UK banking market.

By Order of the Board.

William Vereker
Chair, 29 February 2024
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Important information for readers
Santander UK Group Holdings plc (the Company) and its subsidiaries (collectively Santander  (the Santander UK plc group). The Board and Committees of the two companies run

UK or the Santander UK group) operate primarily in the UK, and are part of Banco Santander  substantially simultaneously to ensure efficiency and effectiveness, whilst ensuring the
(comprising Banco Santander SA and its subsidiaries). Santander UK plc and Santander independence and autonomy of Santander UK plc, our ring-fenced bank, are protected.
Financial Services plc are regulated by the UK Prudential Regulation Authority (PRA) and
the Financial Conduct Authority (FCA). Certain other companies in the Santander UK group
are regulated by the FCA and the PRA. This Annual Report contains forward-looking
statements that involve inherent risks and uncertainties. Actual results may differ
materially from those contained in such forward-looking statements. See Forward-looking
statements on page 255.

The Company's Corporate Governance and Risk Frameworks have been adopted by its
subsidiaries to ensure consistency of application. As a result, the review of the business
and principal risks and uncertainties facing the Company, and the description of the
Company's Corporate Governance, including the activities of the Board and risk
management arrangements, are integrated with those of Santander UK plc and are
reported in this document as operating within the Company for all periods presented.
The Company is the immediate parent company of Santander UK plc. The two companies

operate on the basis of a unified business strategy, albeit the principal business activities

of the Santander UK group are carried on by Santander UK plc and its subsidiaries
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About this report continued
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Climate

At all times, we aim to treat all our
stakeholders fairly and meet our
environmental responsibilities.
Information to demonstrate this
commitment has been included

In the Strategic Report and our
ESG Supplement.
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At a glance

Understanding our business

Our business model is focused on building customer loyalty,
through being digital First with a human touch.

We provide high quality financial products and
services across our digital, branch and telephony
channels.

14 million ¢19,800

active UK customers Full time equivalent
employees

444 5th largest

branches commercial lender

Our Purpose is to help
people and businesses
prosper.

We help our customers
at moments that matter
MOosE.

We champion British
businesses and help them
to grow sustainably.

Our customer focus
helps us to develop
more loyal and lasting
relationships.

£175.2bn £193.6bn

in mortgage lending in customer deposits

Our competitive advantages Our strategic priorities

Scaled and established bank in the UK Be customer centric and increase
customer activity

Strong balance sheet with a prudent
approach to risk Focus on simplification, automation

and digitalisation

Part of a global banking group, with
international expertise and
technological synergies

Create value and be disciplined with
capital allocation

Become a more sustainable and
responsible bank

A talented and motivated team

Annual Report 2023
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At a glance continued

Simple, Personal and Fair

Sustainability & Responsible
banking strategy through considering
the pillars of ESG

We live our values of Simple,
Personal and Fair through great
behaviours and our people leaders:

Environment
Fighting climate change &
supporting the green transition

Our behaviours:

o Think Customer

Social
Building a more inclusive society
through delivering on our purpose

Embrace Change

Act Now

Governance
Doing business the right way

Move Together ,
with robust governance

Speak Up
READ MORE ABOUT OUR ESG EFFORTS IN
OUR SUSTAINABILITY REVIEW

Our corporate structure

Banco Santander SA

Santander UK Group Holdings plc

Santander Financial

Santander UK plc Services plc

Ring-fenced bank Non ring-fenced bank

Annual Report 2023 Santander UK Groups 8 plc
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Chair’'s statement

Focused on meeting the
needs of our customers

William Vereker, Chair

Cost of living pressures have
remained a challenge for
households and businesses.
Our people have continued to
provide invaluable help and
support to our customers when
they need it.

2023 has been a year of challenge

It has been another challenging year for the UK
economy, and against this backdrop the focus of
everyone at Santander UK has been on meeting the
needs of our customers.

Our people have continued to support households
with the ongoing impact of the increased cost of
living and the changing mortgage and savings
environment alongside helping our businesses to
grow and take advantage of opportunities at home
and in new markets.

I'want to thank all of our people across the business
for their commitment to helping our customers.

This has been the foundation for our strong results
in 2023, building on the momentum of our
performance in recent years. Our prudent approach
to risk, arrears and increased income, saw our profit
from continuing operations before tax increase
13% from £1,894m to £2,149m. This allowed us to
pay £1.5bn of dividends, £750m of which was a
special dividend.

Strengthening our commitment to Milton Keynes
It has also been an exciting year of change for the
business as we moved to our purpose-built new
corporate headquarters, in Milton Keynes, Unity
Place.
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The city has an important place in the Santander UK
story, being home to Abbey National prior to Banco
Santander SA's entry into the UK market, so I am
delighted that we have re-affirmed our long-
standing commitment to Milton Keynes and the
surrounding area.

Unity Place is not just an office building. Itis a
development that represents the best of UK
industry. One that captures the forward-looking
spirit of innovation and co-operation, typical of
Milton Keynes and the area that was home to the
codebreakers of Bletchley Park.

It will also be a central part of the community,
providing opportunities for local businesses and a
dedicated community space.

Impact of inflationary pressure

Whilst inflation fell over the year, this does not
change the fact that prices have continued to rise
and cost of living pressures remain a significant
challenge for our customers.

One of the biggest impacts has been seen in the
UK's mortgage market, as customers rolled off fixed
rates across 2022 and 2023 on to new mortgages
that attracted significantly higher monthly
repayments.

We have been supporting our customers with a
number of measures and we were signatories to the
Government's Mortgage Charter, providing
additional flexibility and reassurance at a difficult
time for many customers.

The higher interest rate environment did enable
Santander UK to offer customers some of the most
competitive savings rates among our high street
competitors. Decisions on savings' pricing must be
made within the context of our business model, but
it was important that we could offer a range of
products that would reward savers, after years
where the interest rate environment has made this
difficult to achieve.

Shareholder
information

Financial
statements

A strong financial sector is essential for the UK
What the last few years have made clear is that a
strong and competitive financial sector can better
serve the UK economy during times of economic
uncertainty.

For it to continue doing so, government and
regulatory bodies must work in partnership with us
to create an environment that has consumer
protection at its heart, but also allows the sector to
invest, innovate and grow.

The implementation of the Consumer Duty should
give customers assurance that their needs and the
delivery of fair value is at the centre of our products
and services.

As the regulatory environment continues to evolve,
particularly in light of the Financial Services and
Markets Act, and the government's Edinburgh
Reforms, we must ask ourselves collectively if the
volume of political, fiscal and regulatory factors
risks making the UK a less competitive place for
banks to operate, and therefore a less attractive
place for banks to deploy their capital and invest.

Recent legislative, regulatory and sectoral
interventions risk adding further layers of costs and
burdens on UK banks which can limit their
attractiveness for investment and reduce their
valuations.

A strong regulatory environment clearly helps to
provide confidence in the UK's financial sector for
potential investors, but, we need to maintain a
balance that allows our financial institutions to be
strong, profitable and diverse.

We worked closely in 2023 with our stakeholders
and regulators to examine ways in which the
financial services sector and the banks in particular
could be more competitive - and what specific
interventions may help bring more capital to the UK.
We will continue this work in 2024.

Santander UK Group Holdings plc 5
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Chair’'s statement continued

Progress towards our net zero commitments
Throughout the year we have continued to work
closely with our colleagues in Banco Santander and
nowhere has that collaboration been more
important than in making progress to support their
ambition to achieve net zero carbon emissions
across the whole group by 2050.

We have updated our climate change strategy to
align with Banco Santander SA's and in-turn
developed our own internal transition plan, with a
clear picture of how our lending portfolios will be
impacted.

More widely, the integration of Banco Santander
SA's business activity into five global businesses will
help us simplify our own structure and align the
way we organise ourselves with our shareholder,
sharing a common operating model. These five
businesses are:

- Corporate & Investment Banking;
- Wealth Management & Insurance;
- Payments;

- Digital Consumer Bank; and

— Retail & Commercial

We will be able to make the most of Banco
Santander SA's unique combination of local
leadership and global scale for our customers'
benefit through product development, improved
technology, digital capability and price.

Santander UK's best kept secret

Everyone at Santander UK is in on our best kept
secret — our investment in education here in the
UK and globally.

In 2023, we evolved our long-standing
Universities offering into a broader Education,
Skills and Social Impact (ESSI) strategy that will
help us connect anyone, anywhere with the
opportunities and skills they need to build a
bright future.

In late November 2023, our Chair launched our
new adult education programme, which aims to
help around 50,000 adults over a three-year
period to learn and develop new skills to help
them in today's workplace.
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Supporting education from school to the workplace
I'was delighted to launch Our Adult Lifelong
Learning Programme at the British Museum in
November.

We have a proud history, going back over a quarter
of a century, of supporting education, and our
objective has always been to improve opportunity
and access for people right across their learning
journey, from childhood to higher education.

Our new programme will see us invest £6m over
three years starting in 2024 on lifelong learning and
education in the workplace. This will focus on three
key areas where businesses have long felt there has
been a shortage of expertise in the UK economy.

Our programme will centre on digital skills,
sustainability skills and developing the skills
essential for professional growth, as well as
developing managers and leaders. We are
determined to play our part in equipping a
generation of people already in the workforce with
new skills and capabilities that will help them thrive
in the jobs of the future.

Also during the year, our multi-million-pound
Santander Universities Scholars Programme
awarded each of its first 100 students £30,000 of
funding, a dedicated mentor, and access to training
and development opportunities.

As ever, our Santander X UK Awards proved to be an
inspirational day, seeing first-hand the spirit of
innovation and creativity amongst the country's
entrepreneurs and | look forward to seeing our
finalists and winners from UK universities and start-
ups go from strength to strength.

Speaking at our second Annual Chairman’s
Reception, William said: "Building skills in key
areas such as digital and sustainability plays a
crucial role in helping people to future-proof
their career and ensure their financial resilience.

“Santander UK offers support for people to
learn new skills throughout their lives, from
school - with our Numbers Game financial
literacy work — to much later in life, when they
may want to develop or change career paths.

"Our new skills courses in partnership with
xUnlocked and Fearless Adventures are
designed to give people the tools to succeed at
the jobs of the future."

Shareholder
information

Financial
statements

Board changes

This year we said farewell to several long-serving
Board members as Annemarie Durbin, Duke Dayal,
Chris Jones and Antonio Simoes stepped down to
pursue new opportunities. | want to place on record
my thanks for their considered counsel and
contributions over an incredibly demanding number
of years.

I'am pleased to welcome Pedro Castro e Almeida,
Michelle Hinchliffe and Jose Maria Roldan to the
Board and look forward to working with them in the
years ahead.

As we look ahead to 2024, we do so clearly in the
knowledge that putting the needs of our customers
first is essential to give them the support they need
to face whatever challenges the economy presents.
We have demonstrated the vital role the banking
sector plays in our economy through turbulent
times, and we will continue to do so as we support
the UK's economic recovery.

William Vereker
Chair, 29 February 2024

Santander UK Group Holdings plc 6
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CEO review

Another year of putting
customers First

Mike Regpnier, Chief Executive Officer

i The increased cost of living that our customers and
2023 h|gh[|ghts The role W’e pLay n OL'II’ . businesses have experienced, is the first sustained
customers [IVeS, pa rticula r[y n period of economic difficulty in the digital and social
. . . media era, and this has meant that we have had to
£2 _I 49 times OF uncertalnty, IS a ensure our response has been tailored to the needs
, m privilege. We must always ask o our customers.
Profit .before tax ourselves, what more can we In a year where customers have seen their
(2022: £1,894m) mortgage payments increase, often significantly,
dO? and the cost of the weekly shop and energy bills go
. up, our focus has been on understanding their
‘I 4 40/0 A position of trust _ ) needs and solutions we can put in place via the
. Banks have a vital role to play in the lives of our channels that work best for them.
Return on tangible equity customers. The products and services we provide o
(2022: 12.0%) from current accounts to mortgages and lending, Throughout 2023 our people, whether it b_e n
enable people to live their lives, own their first branches, contact centres or across our offices,
house or start up their own business. This demonstrated their commitment to doing the
- importance is all the greater in times of economic best they can for our customers. Through their
72 M U_IOﬂ uncertainty when customers look to us as a source of  actions, | believe it has shown the importance of the
el TS help and support. wider bar.1|.<|ng secto.r in helping to support our
o communities and wider economy through times of
(2022:7.0 million) Itis a privilege to have such a position of trust. difficulty. But crucially, it shows that we are able
The challenging environment of recent years has bridge the gap between those who want and need
ensured that we, and other banks, have looked at in-person help or prefer to access it digitally at a
R how we have provided our customers with the time of their choosing.
2 o 5 mi UI on service, help and support they need to manage
what have been, and for many still are, incredibl For many sectors, and even in some parts of
(Czugggiezrsr:ﬁ[?é?;ted for support difficult circumstances. / / banking, t.he focus has begrj almost exclusively qn
doing business through digital channels. We believe
UK households and businesses have demonstrated that our customers want the benefits of a digital
impressive resilience over the last twelve months bank with a human touch, providing face-to-face
8 2/’I O despite the pressure of higher interest rates and service through our branch network alongside an
o low levels of growth. We saw at the start of 2023, excellent digital offer. To retain the trust of our
Employee engagement score the financial sector was notimmune to these customers we must demonstrate that we are
(2022:7.8/10) difficulties with the collapse of Silicon Valley Bank listening to what they want, and acting on what
(SVB). Thanks to the strength of the UK's banking we are hearing.
system, it was in a position to rescue SVB's
UK subsidiary, providing vital reassurance to UK This principle must apply to everything we do,
iR businesses, many of whom were smaller tech and it was the driving force behind the launch
- 37 mlulon start-ups. / of our internal strategic blueprint in April 2023.
Financially empowered people Our long-term strategy is designed to ensure that
(2022: >2.1 million) the customer is at the heart of our key priorities,

thinking and decision making for the next decade -
right across the business.
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CEOQ review continued

Our passion, the reason we come to work each day,
must be to ensure that everything we do is focused
on our customers. The way we work must be
designed to make things easier for them. We must
challenge ourselves to be creative in the solutions
we deliver, based on processes and systems that
work efficiently for our customers. This will mean
we can be the digital bank with a human touch.
Building relationships with our customers across
our digital platforms, complemented and supported
by our critical branch network.

The cost of living remains a priority for our
customers

| continued to be full of pride and admiration for the
dedication our people continue to display in wanting
to help our customers throughout the year. Our pro-
active approach meant that we were able to give
customers invaluable help and advice regarding
their financial position. Following the successful
introduction of our outreach programme in 2022,
we contacted a further 2.5 million customers in
2023, enabling us to provide assistance or options
worth considering, often before an individual would
find themselves in a distressed position.

This contact programme utilised a number of online
tools to give people the chance to get help and
advice at a time that would suit them. What we
have learned over the last few years is that, in this
digital age, we need to be available to our
customers at the moment they want that help.

We launched a new digital financial health check
that was utilised by 88,000 customers, a budget
planner and an in-app Financial Support Hub. These
tools built on existing digital options including My
Money Manager and My Home Manager, which
supported 300,000 customers.

Our branches have been a source of expertise and
reassurance for customers, whilst our financial
support call centres have provided a voice at the end
of the phone outside of normal business hours
when our customers have needed it. To enable us to
support more customers, we have increased the
number of people in our call centres by 40%.

For many of our customers, the increase in
mortgage rates, which continued to rise through the
first half of 2023, has been the defining issue
regarding cost of living pressures.

We saw a 19% year-on-year increase in the number
of customers calling us for support regarding their
mortgage payments. Alongside the tailored help
were able to provide customers, we were a
signatory to the Government's Mortgage Charter.
This put in place a series of additional measures
designed to give reassurance to mortgage
customers across the country, that all banks could
give flexible and practical help, including a
commitment not to repossess any home within 12
months of a missed payment that would enable
them to navigate their way through the coming
months.
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Unity Place: our brand new sustainable home

=

Thankfully, due in part to the support available, the
levels of arrears have remained relatively low and
below pre-pandemic levels. | hope that the
combination of rising household income and the
overall trend of falling mortgage rates that we have
seen will mean the number remains low.

Ensuring the needs of our customers are put first
underpins the most significant regulatory change of
2023 with the introduction of the Consumer Duty.

As the last year has shown, the ability to
communicate in a clear and straightforward manner
is vital to help our customers make important
decisions, and a key part of implementing the new
Duty has been to put in place the processes and
controls that ensure we reach the standard the
Financial Conduct Authority expect of us.

This has included notifying over 22 million
customers about changes we are making to their
Terms and Conditions to improve the language and
layouts so they are easier to understand. This has
been a significant undertaking, but it is an important
one in order to ensure our customers understand
clearly the product or service they are using, the
price and value of those products and the support
available to them.

As we continue to embed the Duty into our day-to-
day business we will continue to work with the FCA
to ensure we do this effectively.

Shareholder
information

Financial
statements

cJo
20

Unity Place is not just an
office building, but a
catalyst for bringing
together the public,
community groups,
entrepreneurs, and our
own people to
collaborate and
iInnovate.

| am particularly proud
of the building's
environmental
credentials, as well as
being able to host a
number of social and
responsible
enterprises.”

Santander UK Group Holdings plc 8
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CEOQ review continued

Delivering a successful 2023

We delivered an excellent set of results across all
parts of the business in 2023, thanks to the
continued hard work and dedication of our people.

Our profit from continuing operations before tax
rose 13% to £2,749m and our Net Interest Income
increased by 4%, driven primarily by the higher
Bank of England (BoE) base rate. This increase
contributed to an improved RoTE of 14.4%. Our
CET1 capital ratio remained stable at 15.2%.

The uncertain economic environment and higher
mortgage rates saw the UK's housing market slow
with mortgage applications falling throughout
2023. Funding costs were also significantly higher,
all of which contributed to a reduction in mortgage
lending of £11.9bn.

This reduction in mortgage lending contributed to a
slowing of green finance lending to £2.8bn, down
from £6.5bn in 2022.

Our customer deposits reduced by £2.9bn in 2023
to £193.6bn which reflected the optimisation of our
balance sheet in deposits and mortgages. Total
customer lending stood at £206.7bn. Our Corporate
and Commercial Bank granted £7.4bn in new
facilities and bringing total loans to £17.9bn, in
addition to securing £7.5bn in new deposits in a
very tough commercial environment.

Of our 22.5 million customers, 13.9 million were
active and the growth of those who conducted their
business with us through our digital channels
increased to 7.2 million digital customers.

Our retail NPS moved from 7th in 2022 to 5thin
2023, but improving that will be a key area of focus
for us. We retained our Tst place in NPS for Business
and Corporate banking.

Getting our Edge back

This has been a significant year for our retail
proposition with the first year of our Edge current
account and the launch of the Edge Up current
account in June that focuses on expectations of our
mature customers.

As we moved away from the 1|2|3 brand that has
served us so well, | am delighted that the Edge
portfolio has grown by 280,000 accounts through
the year and has £2.5bn in deposits.

Last year we were competitive amongst our peers in
terms of what we offered our savers. We simplified
our savings range to ensure that our customers
were offered the same rates regardless of whether
they bank online orin branch.

Through a range of products, including our Limited
Edition 3 Easy Access Saver, which offered
customers 5.20%, an increased rate on our easy
access Edge Saver of 7.00% for our Santander Edge
customers and Edge Up paying 3.50% on balances
up to £25,000, we were able to pay our customers
£1.5bnininterest on retail savings in 2023.

I was delighted that, after years of operating in an
environment where our customers often struggled
to find savings products that met their needs, we
were able to offer accounts that delivered value
that was amongst the best in the sector.
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Unity Place - more than an office

Unquestionably one of the biggest highlights of
2023 was the official opening of our new corporate
headquarters in Milton Keynes, Unity Place.

Unity Place is a space that will bring our own people
together and ensure that we are able to collaborate
in @ modern space that combines the best of today's
working practices. It also provides opportunities for
the local community to utilise the public spaces for
events and for local businesses in our street food
market that is open to the public.

Unity Place has been built with sustainability at its
core. From collecting rainwater to use in the
building's plumbing system to the use of low
carbon heating from heat recovery and sustainable
green energy, it is on target to receive the
International Well Building Institute's 'Gold' rating
forits environmental and wellbeing performance.
Unity Place will also be linked to the ‘MK Redway'
network, providing easy access to the cycle routes
across the city and beyond.

Within Unity Place is one of the three new Work
Cafés that we opened across the UK in 2023. A
concept that was originally launched in Chile in
2016, we opened our first UK Work Café in Leeds in
20719, and have new ones operating out of Triton
Square in London and Douglas in the Isle of Man.
These enable our customers and the general public
to take advantage of on-site facilities, get banking
support, or just work remotely. It is an example of
how we can be creative and innovative about one of
our strongest assets, our branches.

We have put in place a refurbishment programme,
which has upgraded 47 of our branches, and it will
continue into 2024, so that they are a welcoming
environment for our customers to speak to our
people about our products or about any help they
may need.

CCB goes from strength to strength
2023 was an incredible year for our Corporate &
Commercial Bank, building on an impressive 2022.

We delivered over £1bn of income for the first time
in their history, which represented a 31% growth
year-on-year, and £570m of profit before tax. That
profit now accounts for over a quarter of Santander
UK's profit from continuing operations before tax.
This meant that we were the strongest performer
amongst our counterparts across the Banco
Santander group.

We welcomed a record number of new customers
to CCB, over 500 businesses across a range of
sectors from across the UK. Our international
presence and ability to leverage relationships across
the Banco Santander group and new markets makes
us an attractive proposition to our clients.

Our research continues to show that businesses
who trade internationally are amongst the
strongest performers in the UK. We have helped
more businesses than ever before enter a new
market — more than 1,500 over the last five years -
connecting UK companies to our global eco-system.

Shareholder
information
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Through our creative and innovative thinking, we
are developing solutions that meet the needs of
customers and make it easier for them to conduct
their business and give them every opportunity to
grow and thrive.

Helping to Break the Spell

Tackling fraud continues to be a focus for Santander
UK and the wider sector, but it is clear this is an
issue that banks cannot solve on their own.

Fraudsters have shown they will adapt to how our
own behaviour changes. As cases of impersonation
fraud reduce, we have seen the volume of fraud
across the UK continue to rise through 2023, driven
by a 43% increase in volume of purchase scams,
where victims are tricked into buying goods that do
not exist, and 29% increase in the volume of
romance scams, where victims are tricked into
thinking they're in a relationship.

Our specialist Break the Spell team, whose job it is
to speak to customers who we believe are at high
risk of being scammed, prevented customers from
handing over £5.2m last year, bringing the total
amount saved to £13.7m since launching in 2021.
We have also introduced enhanced protection on
online and mobile payments for our customers
making payments to Facebook Marketplace.

However, it is clear that technology firms have a
crucial role to play, as around 70% of payment
scams originate on social media platforms. The
government's Online Fraud Charter, a voluntary
agreement between the government and the
technology sector to reduce fraud on their
platforms is welcome, and the Online Safety Bill
and Online Advertising Programme are important in
ensuring that all players in this sector recognise
their responsibilities, but given fraud is a complex,
economy-wide problem, we will require
comprehensive action to find a solution that works
and is fair.

Diversity and inclusivity must be woven into the
fabric of what we do

| passionately believe as a business that has offices
and branches across all of the United Kingdom, we
must reflect the people we work for. This must
mean that diversity, equity and inclusion are woven
into the fabric of what we do. To improve, we must
be honest with ourselves and while there has been
significant progress there are also priority areas
with more work to be done.

Over the last 12 months we have made progress in
reducing the gender pay gap. We have seen
decreases in the mean gender pay gap by 2.2% to
27.0%, and in the median pay gap by 2.8% to
28.5%. There has beena 1.1% increase in the
number of women in senior roles, which
importantly, has been due to retaining and
developing more talent within the business and
ensuring gender-balanced shortlists for all senior
positions.

Santander UK Group Holdings plc 9
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CEOQ review continued

Women account for almost half of all promotions
into senior roles and 33.9% of our senior leadership
population - the highest level we have seen - but it
is clear there is still work to do. This year, we took
targeted action through our Women in STEM
campaign. This aims to increase representation of
women in these roles at all levels, recognising this
key growth and opportunity area for us in the years
ahead.

We continue to voluntarily disclose our ethnicity pay
gap, which has disappointingly moved in the wrong
direction. Our mean pay gap increased to 13.4% and
the median has moved to 17.6% over the last 12
months. This was predominately due to an increase
in minority ethnic representation in our lowest pay
quartile. In 2023 we did see a welcome increase in
both the number of Asian, Black and Minority Ethnic
employees who joined Santander UK and those who
disclosed their ethnicity, up to 4,294 within our total
workforce.

We are however making progress in improving
senior representation, going from 8.0% in 2019 to
12.8% in 2023, meaning we are ahead of schedule
for meeting our ambition of 14% (+/-2%) by the end
of 2025 and remain well positioned to go beyond
this.

The pay gap remains widest for our Black
employees, who are still disproportionately
underrepresented at senior levels. We continue to
recognise Black inclusion as a key priority area and
are pleases that we are making progress,
particularly through the success of 100 participants
of our flagship Black Talent Programme which is
helping to increase internal mobility into senior
manager roles.

Governance

Risk review Financial review

I'am pleased that we have sought to play our partin
ensuring the wider financial sector is looking at how
we address diversity and inclusion. Improving social
mobility is essential if we're to help people from all
disadvantaged groups to reach their potential. As a
founding member of Progress Together, the first
membership body of its kind for improving socio-
economic diversity in financial services, we have
contributed toits first annual report, creating a
benchmark for the sector in this area.

We also intend to build on our position as a
Disability Confident Leader and enhance our support
and understanding of neurodiversity. In 2023, we
became members of Neurodiversity in Business
which will focus on maximising the potential of
neurodiverse talent in the years ahead.

Itis important that the progress we have made has
been acknowledged externally. We appeared in
The Times Top 50 for Gender Equality, alongside
improving our positions in the Social Mobility Index
and Stonewall Workplace Equality Index. We also
featured in the Working Families Benchmark for the
first time, recognising our focus on improving
support for families and carers.

Leadership changes and celebrating 175 years

At Santander UK we said farewell to several
members of the Executive Committee, with Reza
Attar-Zadeh leaving to become Regional Head of
Cards for Europe within the Banco Santander group
at the start of the year and Tracie Pearce and

Duke Dayal who left us for new challenges. | am
extremely grateful to them for all their support and
advice, particularly in my first twelve months as
Chief Executive Officer, and wish them well for

the future.

A mighty amount for Macmillan: over £1m raised

Our strategic charitable partnership with
Macmillan Cancer Support aims to improve
financial inclusion and support to help people
cope with the financial challenges that go with
a cancer diagnosis.

On average 83% of people with cancer
experience a degree of financial impact from
their diagnosis. With over three million people
living with cancer in the UK, we need to play our
part in helping manage their situation by making
money one less thing they need to worry about.

This is why we are extremely proud to celebrate
the amazing milestone of over £1m raised for
Macmillan since the start of our partnership in
2022.

Through raffles, coffee mornings and Mighty
Hikes, our people and customers have
continued to be generous and help make the
lives of those living with cancer a little bit easier.

Annual Report 2023
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I was delighted to welcome Angel Santodomingo,
Alison Webdale and Andrew Wilson to the Executive
Committee in 2023. | look forward to working with
them in the months ahead.

2024 promises to be an exciting one for the
business as we prepare to mark our 175th
anniversary. Our roots can be traced back to 1849
and the creation of the National Building Society in
Bishopsgate, London, which went on to become
part of Abbey National. Its mission was to help
people do transformational things with their lives,
effectively democratising home ownership.

Today, our aim and passion remain the same.

How we do this would be unrecognisable to our
forefathers, but | do believe they would recognise
the why. We should look forward to the challenges
ahead with the same spirit and conviction that has
served us well over the years, with a continued
focus on ensuring everything we do is to the benefit
of our customers.

Mike Regnier
CEO, 29 February 2024
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Five major forces continue to shape
the UK banking market
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Uncertain economic
environment

What we have seen

In 2023, the UK economy saw weak
economic growth (0.1% based off latest
data available), as UK consumers
experienced increases in the cost of living
following two years of high inflation.

This led to the Monetary Policy Committee
(MPC) increasing the base rate five times in
2023 t0 5.25% (175bps above 2022). As a
result, the housing market slowed, with
approvals below 2022 levels and prices
reducing by around 0.8% in the year.

Our response and looking ahead

While our performance is closely linked to
the performance of the UK economy, our
mortgage focus and prudent approach to
risk saw income benefits from a high rate
environment.

We continued to focus on supporting our
customers and invest in improving
efficiency to offset inflationary pressures on
expenses.

In 2023, we contacted 2.5 million
customers to assist with cost of living
pressures and provided tools to help them
manage their money.

We invested furtherin our recently
completed transformation programme,
which helped offset inflationary pressures
and keep our cost-to-income ratio stable at
48% (2022: 47%).

Looking ahead, in 2024 we expect the Bank
of England to begin easing rates should
inflation continue to fall. As this occurs, we
expect to see mortgage lending begin to
stabilise as our customers' real income
improves.

We will also continue to monitor a highly
active geopolitical environment, and any
risks that arise.
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Increased competition
and margin pressure

What we have seen

The UK banking sector continues to be a
highly competitive mature market. In
addition to our traditional competitors, we
have continued to see international and
digital challengers compete for lending and
deposits.

Most large UK banks saw mortgage lending
and deposits either reduce or slow in
growth with disciplined pricing in this
highly competitive and high rate
environment, as customers shopped
around for best offerings.

Cost of retail and wholesale funding rose
over 2023, leading to increased pressure on
margins and spread.

Our response and looking ahead

In 2023, we took a strategic decision to
deleverage our portfolio through being
disciplined in pricing and maintaining our
prudent approach to risk. Across the year
we saw customer deposits decrease by
£2.9bn to £193.6bn and customer lending
decrease by £13.0bn to £206.7bn.

We continued to monitor competitors'
products, develop partnerships and invest
in our offerings (both traditional and digital)
throughout the year to bring customers to
Santander UK and meet their needs.

Looking forward, we expect international
and digital challengers to continue their
pursuit of market share, however we
foresee this being challenging for them due
to current funding costs.

We will continue to invest in our products
and offerings to attract and retain
customers, leveraging from our significant
variety of resources.
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Changing customer
behaviours

What we have seen

2023 continued to see customers move
towards digital banking over traditional
banking methods.

Over 90% of our current account and credit
card openings were made through digital
channels, with our digital customer base
growing 3% to over 7.2 million users.

We also saw a shift in customer deposits
from current accounts into savings as
customers took advantage of higher rates
on savings accounts, especially term
deposits.

Our response and looking ahead

With a refreshed commitment of becoming
a digital first bank with a human touch, we
digitised key customer journeys in 2023,
allowing us to compete with challenger
and online-only banks and simplifying our
onboarding experience.

While we understand the increasing
importance of digital banking, we
continued to ensure that our branch and
human contact for customers is market
leading and available to those who need it
most.

Looking ahead to 2024 we are looking
forward to the release of OneApp in the UK,
our new mobile banking app. OneApp will
give our customers an improved mobile
banking experience.

We will also continue to modernise our
branches, with ¢.50 refurbishments
planned for 2024, and continue to explore
new ways of banking, like Work Cafés, with
two planned openings in 2024.

Investment in our products will continue to
ensure the products and services we offer
meet our customers' needs and attract new
customers.

Santander UK Group Holdings plc 11
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Market overview continued

Supporting our customers

Intensifying regulatory
pressures

What we have seen

The regulatory agenda continued to be
intense in 2023, with significant policy and
supervisory activity from both regulators
and the UK Government.

We are now seeing regulators implement a
range of new policies, including a new
secondary competitiveness and growth
objective for the UK's financial services
sector. HM Treasury has also been
consulting on reforms to ring-fencing.

Our response and looking ahead

In 2023, we began to address the PRA's
expectations on model risk management
ahead of the 2024 deadline, whilst also
preparing for the finalisation of Basel 3.1,
which will impact our capital requirements.

The centrepiece of regulatory activity in
2023 was the introduction of Consumer
Duty. We have been focused on its effective
implementation and ongoing embedding
across the business, which has been
successful. We are now focused on
preparing for the implementation of Phase
21in 2024.

Authorised Push Payment (APP) fraud
continues to be a major challenge impacting
the industry, with the Payment Systems
Regulator (PSR) introducing a mandatory
reimbursement requirement. Whilst we
have implemented several changes to
prevent fraud from occurring, we continue
to encourage policymakers to consider how
we can better prevent fraud from occurring.

We anticipate regulatory activity will
intensify in 2024 and we will continue to
work with industry, trade bodies and
policymakers to support the appropriate
regulation of the UK's financial services
industry.
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ESG activity under the
spotlight

What we have seen

Customers, governments, regulators and
investors alike placed more scrutiny on ESG
activities than ever before in 2023.

Companies are expected to play their part
in creating a sustainable and diverse
operating environment, as more customers
and investors make decisions based on ESG
factors.

Our response and looking ahead

In 2023, we updated our climate strategy
to better align with our parent Banco
Santander. In the UK, we have provided
over £13bn in green financing since 2020
(2025 target: £20bn), helping our
customers reduce their carbon footprint.

We have continued to make strong
progress against our financial
empowerment ambition, having exceeded
both 2025 financial empowerment and
education targets.

Internally, we continued to celebrate
diversity and encourage our culture of
belonging throughout 2023. We continue
to make good progress against our diversity
targets across both our Board and Senior
Management, with orderly succession
plans set to ensure alignment with our
strategy.

Looking ahead, we will continue to evolve
how we report on ESG matters. This
involves updating our targets as we reach
those set previously and improving
disclosure. Our customers and people
should expect to see benefits of Santander
UK continuing to be a champion of
sustainable and responsible banking in
the UK.

Implementing the Mortgage
Charter and Consumer Duty

Mortgage Charter

InJuly 2023, HM Treasury published a
Mortgage Charter following industry
discussions with the UK Chancellor which
Santander UK agreed to support.

We implemented the Charter, with our Risk
and Compliance teams working closely
with the wider business. We created new
product solutions for our customers,
including temporary interest-only and term
extension options on mortgage products, as
well as developing controls and monitoring
to support these initiatives.

Further activity has started in order to
achieve full compliance with the Charter
across 2024.

Charter-related volumes have so far
remained at the lower end of our
expectations.

Consumer Duty

Santander UK achieved compliance with

Phase 1 requirements of the Duty, in line
with the required deadline of July 2023.

In particular, this involved reviewing all on-
sale products to ensure the customer
journeys, communications and pricing
structures enabled customers to achieve
good outcomes. Where necessary, we
made changes to improve the customer
experience, such as simplifying all Terms
and Conditions, and proactively contacting
customers about their savings rates or the
charges they are paying to use their
overdraft.

Going forwards, we are taking an extensive
range of actions to enhance our product
governance, uplifting our Conduct and
Regulatory risk framework, and refreshing
Board and Executive level risk appetite
metrics to reflect the new requirements.

Our risk programme is now focusing on
Phase 2 of the Duty, which requires the
review all off-sale products by 37 July
2024.
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Our business model

We follow The Santander Way

To be the best open financial services platform, by
acting responsibly and earning the lasting loyalty of
our people, customers, shareholders and communities

To help people Everything we do
and businesses should be Simple,
prosper Personal and Fair
. : An engaged
which motivates talented team generates
support for our customer
communities loyalty

strong financial
so we deliver results for our leading to
shareholders

Annual Report 2023 Santander UK Group Holdings plc 13
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Our business model continued

We provide financial products and services
Mortgages, consumer auto finance, unsecured loans, credit cards,
banking and savings accounts, investment and insurance products for
individuals and growth-focused support and services for companies

Scaled and established Part of a global
bank in the UK banking group
Scale in our core banking businesses Synergies from Banco Santander's
combined with an innovative mindset expertise, operating model and technology
Strong balance sheet with A talented and
a prudent approach to risk motivated team
High asset quality across all portfolios and A highly talented and engaged team,
capital metrics well above with the right skills in place to support our
regulatory requirements customers and transform the bank
Customer centric Simplification, Value creation & Sustainable &
& customer automation & disciplined capital responsible
activity digitalisation allocation banking

Annual Report 2023 Santander UK Group Holdings plc 14
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Our strategic priorities

Focused on customer loyalty,
improved efficiency and
sustainable growth

Shareholder
information

Customer centric
& customer activity

Initiatives focused to better serve and
engage our customers by leveraging
technological and operations synergies
from the global Banco Santander group,
enabling access to financial services for
our customers through several channels.

2023 progress: launched new digital
current accounts (Edge & Edge Plus)

and market leading easy access saver.
For our corporate customers we
launched Santander Navigator to connect
them with overseas markets.

Value creation
& disciplined capital allocation

Focus on value creation for all
(customers, employees, shareholders
and communities) while managing risk
and profitability and being disciplined
with capital allocation.

2023 progress: strategic deleveraging of
our balance sheet delivering record profits
for our shareholders. We maintained
significant headroom on regulatory
capital requirements and delivered
substantial dividends back to Banco
Santander.

Annual Report 2023

Simplification, automation
& digitalisation

We aim to reduce complexity, decrease
friction and increase automation to
streamline our products and processes.
This is supported by becoming a 'digital
bank with a human touch'.

2023 progress: migrated our contact
centre platform to the cloud. CCB
adopted Banco Santander's Gravity
platform, an in-house digital cloud-native
core banking system. Our retail banking
customer pilot for ‘OneApp’ launched in
the UK ahead of H1-24 migration.

Sustainable
& responsible banking

Initiatives aimed at helping our customers
with their net zero transition and to help
grow the number of people with the skills
they need to thrive in the future.

2023 progress: completed a full
review and update to our ESG operating
model, which included a refreshed
climate strategy and ongoing work to
update our social strategy.
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Driving performance for stakeholders

22.5 million total customers

Our total customer base remained stable in 2023 despite a
strategic deleveraging of our balance sheet. Our loyal customer
base continues to be deepened by existing relationships and
acquiring valuable new customers.

Note: decrease between 2027 and 2022 was the result of
deactivation of inactive accounts.

2021 23.6m
2022 22.4m

2023

Ranked 5th in Retail Net
Promoter Score’

Customer service is integral to our strategy and remains a key area
of focus.

2022: NPS ranked 7th

5th out of 9 competitors

7.2 million digital customers

Customers in the UK are increasingly moving toward digital banking.
We have made significant progress with our digital banking
capabilities, with over half of our active customers now digital.

2021 6.6m
2022 7.0m

2023

48% cost-to-income ratio’

Stable as a result of higher net interest income following
higher bank rates and disciplined pricing, and offset slightly by higher
operating expenses.

2021 56%
2022 47%

2023

1. See Glossary for KPI definitions. Our shareholders primarily monitor the APMs shown here. Equal prominence between IFRS measures and APMs are included within the CEO and CFO reviews.

2.1n 2022, we changed survey methodology. See Glossary on page 256 for details.

13.9 millionactive customers

Our active customer base also remained stable as our Retail &
Business Banking division focused on product delivery and customer
experience, including Edge Up and Edge Saver.

Note: Customers need to meet a specific set of activity criteria to be
marked as active.

2021 14.0m
2022 14.0m

2023

Ranked 1st in Business and
Corporate Net Promoter’

We maintained our first place ranking, a testament to the
comprehensive proposition and our strong support for our small
and medium-sized business customers.

Tst out of 6 competitors

89% digital sales

This KPI measures the percentage of new business that was
performed through digital channels throughout the period. As we
have become more digitally focused, this metric has increased over
time.

2021 78.4%
2022 84.6%

2023 89.1%

£2,485m in operating expenses

Operating expenses up 5% in 2023, as inflationary pressures on
costs were partially offset by ongoing savings from our
transformation programme. Cost management will continue to
be anintegral part of our strategy in 2024.

2021 £2,540m
2022 £2,370m

2023 £2,485m

3. Non-IFRS measure. See 'Alternative Performance Measures' on page 168 for details and reconciliation to the nearest IFRS measure, where applicable.

Annual Report 2023
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Our performance and KPIs continued

15.2% CET1 capital ratio 14.4% RoTE’

Our RoTE improved due to an increase in retained profit. UK leverage

The CET1 capital ratio remained stable at 15.2%. This was largely
exposure remained broadly stable at £247.2bn (2022: £248.6bn).

due to higher profit and a reduction in RWA exposure, partially
offset by dividends paid in the year. We remain strongly capitalised
with significant headroom to minimum requirements and MDA.

2021 15.9% 2021 11.2%
2022 15.2% 2022 12.0%
2023 15.2% 2023 14.4%

We continue to closely monitor our ESG performance in addition
to our traditional financial metrics.

£13.3bn in green finance raised 3.7 million people financially
since 2021 empowered since 2021

We have achieved our target of >3.0 million financially

Green finance lending slowed in 2023 due to a reduction
empowered people ahead of our 2025 target date.

in overall mortgage lending.

2021 £4.0bn 2021 0.8m
2022 £10.5bn 2022 2.1m

2023 £13.3bn 2023 3.7m
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Risk management overview

We ‘think customer’ with
our everyday actions

Christine Palmer, Chief Risk Officer

Sustained support for our customers

Our everyday actions are directly linked to our
customers and supporting the business in delivering
good customer outcomes:

- Enhanced credit decisioning for our customers,
improving customer experience, whilst delivering
robust risk oversight and challenge to ensure our
lending remains prudent.

- Supporting delivery of stress testing including the
BoE's Annual Cyclical Scenario and sensitivity
analysis of our future business plans, and Climate
Internal Scenario Analysis to meet regulatory
requirements and better understand our risk
exposures.

— Compliance support for our Consumer Duty
programme, underpinned our successful
achievement of meeting the July 2023 deadline.

- Oversight of Non-Financial Risks, where we
improved our controls in the year across a
number of areas (highlighted separately).

- New regulatory model developments, as well as
enhancing our model governance through a
transformation programme that will help us to
meet new regulatory requirements in 2024.

- Compliance oversight of Reputational risk
management issues impacting our customers in
2023, including debanking, mortgage
affordability and savings rates.

- Impactful oversight and engagement across key
bank initiatives including IT and Fraud
transformation programmes, payments, material
outsourcing, and organisational change.

Capital and Liquidity risks

We remain in a strong position with respect to our
Capital and Liquidity metrics. Our funding, liquidity
and interest rate risk management approach is
underpinned by an Eligible Liquidity Pool, mainly
cash and balances at central banks.

Financial market volatility in March 2023, following
the collapse of Silicon Valley Bank, had no impact on
Santander UK, except that we initiated close
monitoring and frequent management updates on
the situation, and had regular sector-wide
regulatory engagement during the crisis.
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Non-Financial Risks

We made good progress in 2023 addressing our
Non-Financial Risks. Key areas of progress included
improvements in the following areas: IT stability
and control environment, with all IT risk reduction
commitments met in the year, and evidenced by a
material decrease in major incidents; Financial
Crime processes; the net value of our operational
risk losses (events over £10,000) decreased
significantly in 2023, largely due to successful
delivery of fraud prevention initiatives which
reduced our fraud losses and the numbers of our
customers impacted by fraud; Transformation and
Change practices; People risk metrics; and
compliance and monitoring of our Third Party risk.

We continue to support and provide oversight to our
Line 1 colleagues who closely monitor the
cybersecurity and external malicious threat
landscape, particularly in relation to risks of
Ransomware attacks, and failure or compromise of
a third-party supplier.

Looking forward

Strategic challenges for the banking sector will
likely remain elevated in 2024. With this in mind,
we aim to maintain our forward transition by:

- Supporting our customers, in an inflationary
environment and tighter monetary conditions
which may persist for longer than envisaged.

- Attracting and retaining risk management and
compliance talent, in a very competitive
recruitment market in key specialist areas such as
technology, risk modelling and compliance.

— Performing regular risk assessments of our
business plans, to inform financial forecasts and
risk appetite.

- Delivering impactful oversight, challenge,
guidance and support to the business.

- Continued emphasis on return to the office to
maximise opportunities for collaboration across
the business, whilst retaining the flexibility and
benefits of working from home.

Shareholder
information

Financial
statements

Cost of living pressures
and high interest rates
remained the main areas
of concern for our
customers throughout
202 3. Despite this, credit
performance remained
relatively resilient,
underpinned by our
prudent approach to risk.

The external environment
Is likely to remain
challenging going
forward, but we are well
placed to continue to
both support and deliver
good outcomes for our
customersin 2024."
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Risk management overview continued

Top risks

We monitor our Top risks
regularly at the Executive Risk
Control Committee (ERCC) and
Board Risk Committee (BRC).

Highlighted below are our Top risks in 2023 and
associated management actions. Many of these
risks are likely to remain in focus in 2024.

Inflationary & supply chain pressures

This is the risk facing our retail customers from cost
of living increases and higher interest rates; and on
our corporate customers from business cost
increases and supply chain pressures along with
remaining Covid-19 and Brexit related risk issues
post pandemic and exit from the EU. We have taken
actions to adjust affordability criteria in our lending
decisions and increased our customer support
capacity, whilst ensuring close and continuous
monitoring of our credit portfolios. To date our
credit portfolio performance has remained
relatively resilient, although we are seeing some
signs of customer stress emerging, albeit from a
relatively low base. We anticipate some further
deterioration in credit metrics in 2024, as more
customers refinance onto higher mortgage rates.

Building and maintaining capital strength

We saw sustained resilience in our Regulatory
Capitalin 2023, with the Common Equity Tier 1
ratio remaining significantly above the regulatory
minimum. Regulatory uncertainty remains the top
capital risk for the bank. The UK implementation of
Basel 3.7 is set for 1 July 2025, with a four and a
half year transition period to full implementation by
1 January 2030, and will likely impact our
regulatory capital requirements.

Climate change

We continue to progress our transition planning to
set baselines and net zero pathways for our
residential mortgage, auto loan, and commercial
real estate portfolios. We are also progressing our
Climate Internal Scenario Analysis programme. This
is expected to deliver capability to meet regulatory
climate stress test requirements, enhanced
assessment of our risk exposures, further
supporting targeting of our lending decisions and
facilitating achievement of our net zero ambitions.
Increasing disclosure requirements for climate
change and broader ESG reporting required us to
enhance our data strategy, which is reflected in our
assessment of Data Management as a Top Risk.
Supporting our customers is a key focus of our
climate change plans along with managing related
risks and reducing emissions in our operations.

Economic Crime

Financial crime is a high priority risk, and addressing
it remains a key priority for us. In 2023, we further
developed our compliance oversight and
operations, and updated our policies and standards
reflecting latest external requirements and best
practice.
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We also improved our operations and processes to
respond to increasingly complex sanctions regimes,
and introduced enhanced Customer Due Diligence
processes and controls to support new business
onboarding.

We considered the likely impact of government
announcements on account closures. We only close
accounts after a thorough review of all
circumstances in line with legal and regulatory
obligations and customer communication. Our
Fraud losses were lower in 2023 compared to 2022,
with design and implementation of new fraud
prevention tools to complement our existing
prevention and detection systems. Authorised Push
Payment (APP) fraud remains the most significant
single contributor to fraud losses. There are
regulatory and consumer body considerations, with
further PSR policy statements published in
December 2023, which we are reviewing carefully
for any further potential impacts. We are taking
actions under our Fraud Transformation
Programme to reduce losses and case volumes.

IT and Cybersecurity

The importance of IT risk management and control
remains at the centre of our activities and we
continue to progress a bank-wide programme to
address increasing obsolescence, partly due to the
fast pace of technological evolution. The
programme is expected to deliver further risk
reduction, over a three-year period, which we
monitor closely.

We experienced no material data or cybersecurity
incidents in 2023, although we responded to a
number of third-party incidents. We continue to
enhance our threat prevention controls, address IT
obsolescence, and test our business area recovery
plans against a range of scenarios. We continue to
see increasing ransomware attacks across all
sectors, driven by compromises in supply chain
tools and we expect this trend to remain. We
continue to invest in the right skills and resources to
manage data and cybersecurity risks, and constantly
monitor cybersecurity threats, particularly with
evolving and elevated risks in the geopolitical
environment.

People

People risk continues to be impacted by changes in
our operating models and execution of our business
strategies. We continue to adapt and respond to
these risks, including those associated with the
phased relocation of our Head Office to Unity Place
in Milton Keynes across 2023 and 2024. We saw
improvements in the year including reductions in
levels of wellbeing related absence, and a
stabilisation of attrition rates. Our wellbeing and
inclusion strategy focuses on helping colleagues
through change and supports productivity. We
continue to support hybrid working but focused our
messaging on encouraging colleagues to attend
regularly in the office. We also provide support in
response to the impact of external economic factors
on our colleagues.

Shareholder
information

Financial
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Conduct and Regulatory

In 2023, we remained vigilant in taking a customer-
focused approach in developing strategy, products,
services and policies that support fair customer
outcomes and market integrity. As part of this, we
proactively contacted customers at risk of
experiencing financial stress to support them. We
are supporting business customers with payment
difficulties rolling off government loan schemes.
We are also evolving our Financial Support team
and SME support by investing more in people and
IT, and we continue to focus on ensuring good
customer outcomes.

Managing complex change

We have a challenging change agenda including
continued aspirations for transformation and
growth and well-established change control
processes, as well as a strong oversight framework
and related risk-based prioritisation. We continued
our transformation to simplify the bank, which
includes digitalising processes and customer
journeys, reducing costs, extending internal
capabilities and ensuring a resilient operating
model.

Data management

Data Management including data privacy remains a
key focus for us, reflecting the importance of data in
supporting our business plans and strategy, the
rising cybersecurity threat landscape, and the
importance of controls over personal data. We
continue to monitor and manage data risk through
enhanced governance structures and processes.
Our Data Programme is progressing with clearly
defined deliverables that will improve our ability to
manage data and enhance our capabilities, in line
with our Data Strategy.

Third Party Risk Management (TPRM)

We rely extensively on third parties, both Banco
Santander and external suppliers, for a range of
goods and services. The heightened geopolitical
environment puts an increased risk focus on supply
chains. In 2023, we continue to progress work to
enhance our controls and governance
arrangements. We reassessed our highest risk
suppliers against a revised set of criteria and
implemented new metrics to monitor and manage
our risk exposure. Our Procurement transformation
also continues to operationalise our updated TPRM
policies and processes.

Ring-Fencing

This was covered in 2023 as a Top Risk in our
regular updates to ERCC and BRC. We focused on
the continued refinement and enhancement of the
quality and maturity of controls, and consideration
of the HMT consultations on potential changes to
the ring-fencing regime. We have removed this as a
Top risk in 2024, given the progress we made in
2023.

Santander UK Group Holdings plc 19



Sustainability and
Strategic Report Responsible Banking

Governance

Risk review Financial review

Risk management overview continued

Emerging risks

We monitor these risks using
our Emerging risks radar and
regularly provide updates to the
ERCC and BRC.

Highlighted below are our emerging risks in 2023
and our associated management actions. Most of
these risks are systemic issues which will likely also
impact our peers and remain relevant in 2024.

Uncertain macroeconomic and geopolitical
environment

These risks remain in our top areas of concern. UK
political risks increased significantly in 2023, as the
focus is drawn to an upcoming General Election. We
monitor the political landscape closely, and our
Public Affairs team provides specialist insights and
analysis which we use to assess potential impacts
on the bank. Key areas of policy focus include: the
fiscal position; spending policy approach and related
markets (rates) and economic impacts; taxation
(including bank specific related); climate-related
policies (including Net Zero); bank regulation; and
post Brexit trade relations with the EU.

2024 is also an election year in the US, and we will
consider the potential impacts on the geopolitical
environment from this that could arise. Broader
considerations include conflicts in Ukraine and the
Middle East, as well as the strengthening of
political, trade and security ties between a number
of developing nations with large and growing
economies. These developments can have
significant impacts on inflationary pressures, supply
chains, and the cybersecurity threat environment.

Rapid technological change, customer behaviour,
and Artificial Intelligence (Al)

Our overall approach to managing these risks
reflects the continued acceleration of strong trends
towards customer digital adoption via mobile and
online banking. Our commitment is to become a
digital bank with a human touch, whilst also
ensuring that we remain competitive in a market
which is experiencing an increase in digital-led
market challenger entrants.

We continue to focus on investment in our products
to ensure we are meeting customers' needs, with
our OneApp mobile banking experience platform
due for release in 2024. At the same time, we
remain cognisant of cybersecurity, cloud technology
and operational resilience issues which we take into
account in our development strategy.

Al and associated risks and opportunities featured
prominently in broader strategic business decisions
across industries in 2023. Our strategy team formed
aworking group to co-ordinate a review of potential
uses and touch-points of Al in the bank and other
considerations such as governance, enterprise
architecture, software implications and data usage.
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Intense market competition

Against the backdrop of a highly competitive UK
banking market, most large banks experienced
either a reduction or slowdown in mortgage lending
and in deposits, with customers able to select for
value across a range of offerings. As well as taking a
strategic decision to deleverage our mortgage
portfolio, whilst maintaining prudent risk
management, we continue to develop partnerships
and invest in our products and offerings to attract
and retain customers, leveraging Banco Santander's
technology and support.

Demanding regulatory agenda

Like all UK banks, we will continue to face a
demanding and complex regulatory agenda in 2024
and beyond focused on consumer outcomes,
customer vulnerability, competition, and climate
change. Our Compliance team continues to evaluate
the evolving regulatory environment, and support
the business in understanding and implementing
regulatory change requirements. Many of these
risks have, to a large degree, crystallised and we
address them as part of our regular reporting across
arange of risk types.

However, external developments are increasing the
specific challenges being faced by banks in
implementing climate change risk plans and
fulfilling climate-related commitments. Costs
associated with the climate change agenda have
risen significantly, at the same time as cost of living
has become a key focal point. Other external factors
also remain uncertain and challenging including
long-term UK government commitments, pace of
technological developments, behavioural changes
in society and business model transition risks.

These issues are likely to feature heavily in UK
political debate in 2024 as part of the General
Election. We are monitoring these external
developments closely for any emerging
reputational risks that could arise, either from
failure to deliver our own climate-related plans,
claims of 'greenwashing’ or from a change in public
perception of such initiatives given increased costs
of implementation.

The FCA announced in January 2024 that it intends
to use its s166 FSMA powers to review historical
motor finance commission arrangements and sales
across several firms. The review could imply some
form of redress scheme, but the extent of our
exposure under such a scheme remains uncertain at
this stage. We are considering the immediate
implications of the FCA announcement.

Extended Government involvement in banking &
markets

In 2023, we saw a continuation of this trend, with
the Mortgage Charter and the focus on banks'
decisions with respect to customers savings rates.
These types of initiatives create additional
challenges and uncertainty for strategic plan
forecasting and balance sheet management. UK
political risks arising from the 2024 election could
also have further impacts going forwards.
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The issue of debanking which came to prominence
in a high profile case in 2023, also highlighted the
speed with which an emerging risk can crystallise
into an operational and conduct event, as well as
increased reputational risk and investor concerns.

Itis paramount to us that customers have access to
banking services and are treated fairly and
transparently. Along with UK political risks, we also
proactively monitor the potential for external
interventions in the banking industry, and the likely
impacts on the business, both regulatory and
governmental.

Central Bank Digital Currencies & Crypto assets
Depending upon how these are implemented, there
is a risk of a significant transfer of commercial bank
deposits into these Central Bank Digital Currencies
over time, increasing wholesale funding
requirements and costs, and reducing the
'stickiness' of deposits in a stress. There are also
broader potential impacts on regulatory
frameworks, and monetary and fiscal policy. We
continue to monitor these developments as they
evolve.

We are also addressing the risk of crypto asset
exposure through our client onboarding policies and
procedures, which are part of our Financial Crime
framework. We introduced crypto currency fraud
controls, including limits applied for digital personal
faster payments across telephone, branch and open
banking channels.

Environmental and Social risks

Risks related to the environment have been
increasing, including extreme weather conditions,
bio-diversity loss, pollution, water and food crises,
as well as the potential for new pandemics and
diseases to emerge. There have also been mass-
migration movements to Europe. These issues can
impact business resilience either directly or
indirectly. As a result, we have added this to our
emerging risks.

The UK Government refreshed its National Risk
Register in 2023, which also highlighted a number
of these risks and others. Our business recovery
teams run risk scenarios and develop response
playbooks to test the bank's resilience to a range of
potential external events, which are refreshed
regularly so that they remain relevant in the context
of the current external threat landscape.

Eurozone/Sovereign Bank contagion

Energy and commodity price shocks have increased
risks to post-pandemic growth and financial
conditions in the Euro area and globally. Euro area
sovereigns, corporates and households face higher
interest rates and cost pressures that could test
debt sustainability for more highly indebted entities.

The most relevant risks for Santander UK could be
reflected in wider credit spreads which could
increase wholesale funding costs. Credible funding
plans and liability strategies to support our aspired
business growth will be key, which are regularly
reviewed and challenged at our Asset and Liability
Committee (ALCO).
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Risk management overview continued

Key risk types

Key risk types map to, and are
significant drivers of, our Top
and Emerging risks.

Introduction

Key risk types are components of our overarching
Risk Framework and are set out in detail in the Risk
review. Each has its own defined framework, and
we report on and review the risk profile formally at
the ERCC, BRC and Board. However, the risk profile
status level is proposed and recommended by the
underlying specialist risk control forums.

Many of our top and emerging risk issues, which we
described in the commentary above, intersect with
our Key risk types and are mapped in the table
below. We also comment below on a selection of
these Key risk types, which were in focus in 2023
and remain soin 2024:

Economic crime

Both Financial Crime and Fraud risk remain a key
area of focus for senior management and the board.
Financial Crime Management remains one of our
Top Risks and we continue to enhance our risk
management capabilities, with further activities
planned for 2024. With respect to Fraud, we
continue to progress our Fraud Transformation
programme, deploying new fraud prevention tools
in order to enhance our controls.

Key risk type Top risks

Credit, Capital
Climate change

Inflationary & supply chain pressures

Credit risk

Our credit portfolios remained relatively resilient in
2023. Whilst we have not yet seen any significant
deterioration in reported credit metrics, challenging
macroeconomic pressures are likely to impact more
materially into 2024, with some early indicators
pointing towards increased credit stress, albeit from
arelatively low level.

We therefore have a cautious outlook for 2024, with
the increased cost of living continuing to impact
households and also increased mortgage rates,
which although falling in late 2023 and early 2024,
will still result in higher payments for many
customers, and will remain a factor going forwards.
Our Corporate credit customer portfolios also
remained relatively resilient, but we also have a
similar cautious outlook for 2024, with increased
business costs and supply chain pressures and
potentially reduced consumer spending likely to
continue to impact our customers further.

Strategic and Business risk

These risks remain challenging to manage, due to
the competitive market environment in both
mortgage and savings markets, alongside elevated
Government and regulatory focus, given cost of
living issues facing customers. In 2024 our focus is
shifting from Inflationary and Supply Chain
Pressures to the risk of Margin Compression as a
Top Risk. Markets are currently indicating a peak in
the bank rate cycle, and our ALCO has approved a
strategy to manage and mitigate this risk.

Shareholder
information

Financial
statements

Deposits are a key area of contention, with peers
offering improved term deposit pricing. With
mortgages there are additional challenges as well
as reduced market volumes, with customer
optionality under the Mortgage Charter presenting
uncertainty over pipeline volumes and the level of
hedging required.

Non-Financial risks

This continued as an area of focus in 2023. We
managed risks arising from a heightened external
cybersecurity risk environment, exacerbated by
geopolitical conflicts; addressed increasing conduct
and regulatory requirements; enhanced our fraud
detection and prevention controls to mitigate fraud
attacks and fraud losses; continued to enhance our
Financial Crime oversight and systems and controls;
provided oversight of IT risk management where a
multi-year transformation programme is being
implemented; managed complex change risk
delivery with capacity and capability challenges; and
enhanced our operational resilience along with
associated regulatory requirements.

Model risks

This remains a significant focus in the bank, with a
heavy regulatory models agenda in 2023 focusing
on capital adequacy to comply with new regulatory
technical standards for banks. The PRA's Model Risk
Supervisory Statement (S51/23) policy comes into
effect in May 2024. We expect the trend of
regulatory focus on models to continue over the
next two years in line with supervisory expectations.

Emerging risks

Uncertain macroeconomic & geopolitical environment

Extended government involvement in banking & markets

Building & maintaining capital strength

Market, Liquidity Inflationary pressures

Building & maintaining capital strength

Pension

Strategic & Business
People
Data management

Economic crime
Climate change

Reputational

Operational Risk & Third party risk management
Resilience Data management
People
Model Inflationary pressures
Managing complex change
Conduct & Regulatory Inflationary pressures

Climate change
Economic crime

Financial Crime Economic crime

Annual Report 2023

Building & maintaining capital strength

Inflationary & supply chain pressures

Uncertain macroeconomic & geopolitical environment

Managing complex change
IT & cybersecurity
Economic crime

Eurozone/sovereign Bank Contagion
Uncertain macroeconomic & geopolitical environment
Intense market competition

Rapid technological change & customer behaviour
Artificial intelligence

Central bank digital currencies
Environmental & social risks

Demanding regulatory agenda

Managing complex change
IT & cybersecurity
Economic crime

Rapid technological change & customer behaviour
Artificial intelligence
Central bank digital currencies & crypto assets

Environmental & social Risks

Climate change
Conduct & regulatory

Conduct & regulatory
Data management

Conduct & regulatory

Demanding regulatory agenda

Extended government involvement in banking & markets

Demanding regulatory agenda
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Financial overview

Delivering on
strong foundations

Angel Santodomingo, Chief Financial Officer (subject to regulatory approval)

Another good set of results in an uncertain and
challenging operating environment

2023 was another challenging year for our
customers with cost of living and inflationary
pressures and higher borrowing costs.

We are proud that despite the difficult backdrop,
our prudent approach to risk and hard work of our
people has delivered a strong set of results for
2023, with profit before tax up and a RoTE® of
14.4% (2022:12.0%). These results reflect our
prudent approach to risk and our resilient balance
sheet.

Throughout the year we placed focus on balance
sheet optimisation and delivery of strategic
initiatives focused on building customer loyalty,
creating value and simplifying our businesses. We
have already started to see the benefits of this, as
we delivered improved returns with a smaller
balance sheet.

Delivering this set of results will allow us to
continue putting our customers first and continue to
invest further in simplifying and digitising the bank.

Our financial results

Profit from continuing operations before tax was
£2,749m, a 13% increase on 2022 results. This
increase was largely due to an increase in net
interest income.

Net interest income increased 4% largely due to the
impact of higher base rates alongside active balance
sheet management through disciplined deposit
pricing. Our Banking NIM increased 16bps
benefiting from the higher base rates and pricing
actions across both sides of the balance sheet. We
believe that Banking NIM peaked in 2023.

Non-interest income was down 5% largely due to
lower fees volume, and unrealised gains in 2022
which were not repeated. These were partially
offset by the sale of Euroclear shares in H1-23.

Operating expenses increased by 5% as inflationary
pressures on costs were partially offset by ongoing
efficiency savings from our transformation
programme which began in 2019 and cost
management discipline.

Summarised consolidated income statement

For the years ended 31 December
Net interest income
Non-interest income'”

Total operating income

Operating expenses before credit impairment charges, provisions and charges

Credit impairment charges
Provisions for other liabilities and charges

Profit from continuing operations before tax

2023 2022
£fm £fm
4,667 4,472
509 534
5,176 5,006
(2,485) (2,370)
(206) (327)
(336) (421)
2,149 1,894

1. Comprises ‘Net fee and commission income' and ‘Other operating income”.

2. Non-IFRS measure. See 'Alternative Performance Measures' in the Financial Overview for details and a reconciliation of adjusted metrics to the nearest IFRS measure and a prior period

adjustment for 2022.
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Financial highlights

£1,596m

Profit after tax
(2022: £1,423m)

2.20%

Banking NIM®
(2022: 2.06%)

48%
Cost-to-income ratio
(2022: 47%)

1.49%

Stage 3 ratio
(2022:1.24%)

15.2%

CET1 Capital ratio
(2022:15.2%)

5.1%

UK leverage ratio
(2022:5.2%)
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This offset, paired with increased net interest
income saw our cost-to-income ratio remain
broadly stable at 48% (2022: 47%), despite two
years of high inflation.

Our multi-year transformation programme
concluded in 2023. This programme has seen a
£794m reduction in costs so far, following £1bn
planned investment.

Credit impairment charges were down 36% to
£206m, reflecting the improved macroeconomic
outlook in Q4-23, benefiting ECL despite a modest
increase in arrears. Our cost of risk” decreased in
the period to 10bps (2022: 15bps).

Provisions for other liabilities and charges
decreased by 20% in 2023 to £336m (2022:
£427m), due to the 2022 FCA fine related to
historical shortcomings in our AML controls not
being repeated. Fraud losses were also lower in
2023 at £136m (2022: £153m), supported by staff
training, better controls and financial education for
customers to help improve recognition of fraud and
financial crimes.

Tax on profit from continuing operations increased
to £553m (2022: £471m), the result of both higher
profits in 2023 and an increase in underlying tax
rates. This was partially offset by a reduction in the
Bank Corporation Tax Surcharge rate.

The effective tax rate increased to 25.7% (2022:
24.9%) in the period.

Governance
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Our loan book continues to perform well and
underpins our strong balance sheet. Being primarily
focused on prime UK mortgage lending, our
mortgage book accounts for 85% of customer loans
and has a stock loan-to-value of 51%.

With a slower housing market and higher mortgage
rates in 2023, applications fell. Our decision to
optimise the balance sheet given higher funding
costs contributed to a reduction of £11.9bnin
mortgage lending over the period.

Unsecured retail lending, which includes credit
cards, overdrafts and UPLs makes up only 3% of the
book. Consumer Finance makes up 3% of the loan
book and is largely secured on the vehicle.

Our corporate loan customers are well diversified
across sectors, and we maintain low exposure to
CRE and BTL (2% and 8% of total customer loans
respectively).

Stage 3 ratio of our loan book was 1.49%,
normalising from a low base (Dec-22: 1.24%)
impacted by a smaller mortgage book and modest
increase in arrears.

Customer deposits reduced by £2.9bn in 2023, as
we remained disciplined with pricing actions in a
highly competitive deposit market. This was
possible due to lower funding requirements given a
smaller mortgage book.

As a result of balance sheet management, our LDR
reduced to 108% (Dec-22: 113%).

Summarised segmental balance sheet”

371 December

Customer loans by segment
Retail & Business Banking
Consumer Finance

Corporate & Commercial Bank"”
Corporate Centre

Total

Other assets”
Total assets
Customer deposits by segment
Retail & Business Banking
Corporate & Commercial Bank
Corporate Centre

Total

Total wholesale funding

Other liabilities

Total liabilities

Shareholders' equity

Total liabilities and equity

2023 2022
£bn £bn
182.3 194.6
5.2 5.4
17.9 18.5
1.3 1.2
206.7 219.7
75.4 72.5
282.1 292.2
158.3 161.8
24.1 24.8
11.2 9.9
193.6 196.5
55.8 63.0
17.7 18.0
267.1 277.5
15.0 14.7
282.1 292.2

1. CCB customer loans included £4.6bn of CRE loans (2022: £4.5bn).

2. Includes property assets classified as held for sale of £13m (2022: £49m).
3. The segmental basis of presentation in this Annual Report has been changed. See Note 2 to the Consolidated Financial Statements for more information.

4. Non-IFRS measure. See 'Alternative Performance Measures' in the Financial Overview for details and a reconciliation of adjusted metrics to the nearest IFRS measure and a prior period

adjustment for 2022.
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Fraud and scams

c o
Qv
Customers facing rising fraud

Fraud is the fastest growing industry crime
in the UK, so it is no surprise that we have
seen arise in cases of impersonation fraud,
targeted at our customers.

In 2023, we continued to implement
communication measures to help raise
awareness and education for our
customers. These included staff training to
identify scams and communicate safety
measures to customers, regular reminders
to customers and in-app warnings.

These measures are working as our staff
and customers continue to identify and
report instances of fraud before it is too
late.

Love hurts as romance scams hit the UK
"I'll pay you back”, "l can't video call” and
"Trust me" are some of the phrases you
may hear when talking to a romance
scammer.

Aromance scam is when victims are tricked
into sending their money to a criminal who
goes to great lengths to win their trust and
convince them that they're in a real
relationship.

Our latest research shows that nearly a
third of the UK public have been targeted by
romance scammers, with four in five
victims saying it was because of clever and
personal language used in conversations
with the scammer.

To counter this, we teamed up with dating
guru Anna Williamson (presenter of Celebs
go Dating) to launch Love Hurts, a
campaign aimed at helping people protect
themselves from potential romance scams.

Santander UK fighting back against fraud
Fighting back against fraud was one of our
key priorities over the last year. Our Break
the Spell team, which works with people at
high risk of being scammed, saved
customers c.£5min 2023 and £13.7m
since launch in 2021. This has helped
reduce our fraud charges by 11%.

While there's no one-size fits all approach
when it comes to scams as criminals are
constantly evolving their approach, we
provided our customers with several
protection methods and with tips to help
them bank safely on our website.
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Segmental performance

We manage our business through three core
operating segments plus the Corporate Centre as
outlined across. To ensure consistency and to
leverage shared investment, best practice, and
expertise, we work closely with our colleagues in
Spain and across Europe.

Retail & Business Banking produced a strong year
for delivery and customer focus. We expanded our
Santander Edge product with the launch of Edge Up
and Edge Saver products, winning 'Best overall
current account range’ at the personal finance
awards.

We reignited our digital brand Cahoot with the
launch of Simple Saver and Sunny Day Saver
accounts, and further digitalised through the launch
of our new OneApp pilot to all customers aimed at
improving their digital banking experience. We look
forward to completing the pilot and fully migrating
to OneApp in 2024.

Corporate & Commercial Banking (CCB) delivered
another strong financial performance in 2023 with
solid growth in new clients, activity, income and
profitability.

We introduced over 1,500 UK businesses to new
international connections, added more than 1,000
new subscribers to our Santander Navigator
platform and supported more than 10,000 UK firms
with more than £25bn in corporate facilities and
funding.

For the first time, we ran a dedicated television and
wider marketing campaign for CCB. This campaign
was aimed at helping raise client and market
awareness for this growing part of our business and
to showcase the value of making new global
connections to UK businesses.

Consumer Finance maintains a prime portfolio, with
87% of lending secured on the vehicle and relatively
low levels of default. In 2023, our Original
Equipment Manufacturer (OEM) partners were
responsible for 20% of all new car registrations,

and 17% of new business was for green assets (i.e.
electric vehicles and hybrids), with tailpipe
emissions under 50g/km.
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Our business segments

Retail & Business
Banking

Retail & Business Banking provides UK
mortgage lending and banking services
and unsecured lending to individuals and
small businesses.

Consumer Finance

Consumer Finance provides prime auto
consumer financing for individuals, businesses,
and automotive distribution networks.

Strong liquidity, funding and capital position

The CET1 capital ratio remained stable at 15.2%.
Higher profit and a reduction in RWA exposure were
partially offset by £1.5bn in dividends paid in 2023.
RWAs decreased to £69.1bn (Dec-22: £71.2bn),
with lower mortgage lending and active balance
sheet management.

The UK leverage ratio remained broadly stable at
5.1% (Dec-22: 5.2%), with leverage exposure
decreasing to £247.2bn (Dec-22: £248.6bn).

Strong LCR of 162%, maintaining significant
headroom to regulatory requirements.

We continued with our stable and diversified
funding programmes, issuing across a range of
currencies. £8bn of TFSME was repaid during the
period as planned, with £17.0bn outstanding.

The structural hedge position for the Santander UK
plc group decreased to c. £106bn (Dec-22: c.
£108bn), reflecting lower non-rate sensitive
liabilities. The overall contribution to income
increased during the period, and we expect this to
continue going forward as maturities are replaced
with higher yielding assets.

Introduction to our new Chief Financial Officer

Angel Santodomingo joined Santander UK as
Chief Financial Officer in December 2023
(subject to regulatory approval). Angel has
nearly 40 years' experience in financial services
and has worked in the Banco Santander group
for nearly 20 years in several senior roles.

Originally joining in 2005, Angel became Banco
Santander's Head of International Development
and Asset Management, before becoming
Global Head of Investor Relations.

In 2074, Angel moved to Brazil, becoming CFO
of Banco Santander Brazil for nine years,
including sitting as Executive Director on its
Board.

Annual Report 2023

Most recently before his Santander UK
appointment, Angel returned to Spain becoming
Banco Santander's Global Head of Strategy, Chief
of Staff to the Executive Chair and Global Head of
Sustainability, working directly for Executive
Chair, Ana Botin.

"After nearly 20 years working across different
parts of Banco Santander, | am excited to be
joining the UK business. | look forward to working
closely with the Board and the management
team and helping shape the future of the bank."

Subject to regulatory approval, Angel will also be
appointed Executive Director of Santander UK
Group Holdings plc and Santander UK plc.
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Corporate &
Commercial Banking

Corporate & Commercial Banking provides
banking products and services to SMEs, mid-
sized and larger corporates.

Corporate Centre

Corporate Centre provides treasury services
for asset and liability management of our
balance sheet.

Looking ahead

After initial falls in H2-23, we expect inflation to fall
further in 2024 which will help ease cost of living
pressures for our customers and see the base rate
start to reduce.

We expect Banking NIM to be lower with the impact
of any base rate reduction and pressure on new
business margins to be partially offset by increased
income from the structural hedge.

Balance sheet optimisation and cost management
will again be our focus in 2024, as we continue to
prioritise profitability, capital generation and
investment in our core banking franchise and our
strategic initiatives.

We look forward to continuing our focus on
supporting customers, people and communities

Angel Santodomingo
Chief Financial Officer (subject to regulatory
approval)
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Sustainability review

Sustainability review

Financial institutions have a critical role to play in addressing sector-specific issues such as financial inclusion
and financial crime. They also have a role to play in tackling broader societal challenges such as climate change.

Our Sustainability and Responsible Banking (SRB) strategy aligns to Banco Santander's and sets out Santander UK's approach to tackling key sustainability
challenges, identified by our materiality assessment, while also supporting our core purpose to help people and businesses prosper. The SRB strategy
embeds Environmental, Social and Governance (ESG) considerations into our business and culture. More information on each of these pillars is shown
below. We disclose progress on our ESG strategy across our key reports each year, as outlined below:

At Santander UK, we recognise that climate Our social agenda focuses on our customers,
change is one of the biggest challenges of our communities, and our people. Education,
our times. Through our updated climate employability, and entrepreneurship alongside
change strategy, our goal is to support the financial inclusion, financial health, social
UK'in tackling climate change. We'll do this mobility, and diversity and inclusion are
through a four-pronged approach by: essential to build our social impact ambitions.
decarbonising our portfolios in line with the We are currently developing a new social
goals of the Paris Agreement; supporting our strategy, which will launch in 2024. This brings
customers in the green transition; reducing together all of our initiatives that are designed
our own environmental impact; and to generate positive impact for our customers
embedding climate in risk management. (with a particular focus on Consumer Duty), our
We're also fully committed to Banco communities, and our people. As part of our
Santander's ambition to achieve net zero community engagement, we also focus on
carbon emissions by 2050. empowering students through our Santander
Universities Programme, volunteering
opportunities for our people, our charity
partnership with Macmillan Cancer Support,

Governance

Robust governance ensures we get the basics
right. High standards of ethics, conduct, and
integrity sit at the foundation of all prosperous
and equitable businesses and societies. They are
also a clear priority in how customers choose
their bank. Our commitment is to be a fair,
transparent, and responsible bank. At the heart of
this is good customer outcomes and fair value.
We deal with any form of fraud against our
customers or other economic crime as a priority.
We uphold the highest standards of governance,
including applying the UK Corporate Governance
Code. You can read more about our governance
practices in the Chair's Report on Corporate
Governance and the Directors' Report.

Annual Report

and the Santander Foundation.

ESG Supplement

Strategic Report Strategy Introduction
Sustainability review 25 Net zero by 2050 41 Aword from our CEQ 1
Environment Climate strategy 41 How we report 2
Strategic environmental priorities 26 Climate transition plan 41 Materiality N 4
Decarbonising our portfolios 26 Prpgress within our climate strategy in 2023 41 Stra;egy, progress, and ambitions 5
Supporting our customers in the green transition 26 Cl\_mate—related r!sks and opportunities 42 Med\um—_term scorecard 7
Environment highlights 26 Climate-related risks 42 UN Sustainable Development Goals 8
Reducing our environmental impact 27 Climate change impact on financial planning 42 .
Embedding climate in risk management 27 The resilience of our climate strategy 42 Environment

Climate-related risks 43 Climate strategy 9
Social Climate-related opportunities 44 Decarbonising portfolios 9
Customers 28 Climate stress testing and scenario analysis 45 Supporting our customers in the green transition 10
Communities 28 Reducing our environmental impact 12
Social highlights 28 Risk management Climate in risk management 12
Our people 29 Climate risk on our key risk types 46 Strategy enablers ; 13

Climate change risk taxonomy 46 Environment metrics 15
Governance Climate risk operating model 46 .
Governance of SRB strategy 30 Managing climate-related risks 46 Social
ESG framework in our SRB Strategy 30 Risk management framework 46 Customers 18
Re-mapping all ESG activities 30 Developments in 2023 47 Communities 19
Update of SRB management forums 30 - Climate-related risk appetite Our people- 20
Update of SMF accountability for ESG 30 — Credit risk Social metrics 21
Being responsible in everything we do 30 — Operational risk & resilience
Governance highlights 30 - Liquidity risk Governance

~ Reputational risk Governance of SRB Stra‘tegy 25
Sustainability and Responsible Banking - Pension risk Responsible supply chain and procurement 26
Introduction 34 — Third-party risk Ethics & compliance 27
Sustainability strategy, progress, and ambitions 35 — Climate risks in our pension scheme Er\vacy and d_ata& . 37
Medium-term scorecard and performance 37 . iz prieliedilon & @yibEr sealrs) 7
highlights Metrics and targets . . o

Climate change targets and 2023 performance 48 Metric methodologies and data criteria 28
Climate-related financial disclosures Aligning our portfolios to meet the Paris 48 .
Introduction 38 Agreement goals GRlindex & SASB 51
Governance Supporting our customers in the green transition 49 .
Our climate change governance structure 39  Embedding climate in risk management 49  Directors' statement 58
Climate change governance activities in 2023 39 Reducing our own environmental impact 51 »
Approved governance structure for 2024 40 Assurance opinion 59
Risk organisational structure 40
SMF accountabilities 40 Read more 62

Annual Report 2023

Santander UK Group Holdings plc 25



Sustainability and

Strategic Report Responsible Banking

Sustainability review continued

Environment

Our updated climate strategy
supports our contribution
towards Banco Santander's
ambition to be net-zero by
2050.

Our strategic priorities for environmental
sustainability

Tackling climate change is a key strategic priority
for Banco Santander. The overarching ambition is to
be net zero by 2050 as we support all our
customers' transition to a low-carbon economy and
drive inclusive and sustainable growth. To underpin
this ambition, Banco Santander is a founding
member of the Net Zero Banking Alliance (NZBA)
and the Glasgow Financial Alliance for Net Zero
(GFANZ).

In the UK, we are fully aligned to the Banco
Santander net zero ambition and we have an
important role to play in achieving it. We have
revised our climate strategy to align to the Banco
Santander strategy. Our climate strategy is built
around four key pillars:

Aligning our portfolios to the Paris Agreement
Goals

Supporting our customers in the green transition
— Reducing our environmental impact

- Embedding climate in risk management.

Delivering our climate strategy is integral to our
broader business priorities. In 2023 we developed a
first iteration of our internal climate transition plan
which articulates how we will implement our
strategy. You can find more about our climate
strategy and transition plan in the climate
disclosures section of the Sustainability and
Responsible Banking chapter of this report.

Aligning our portfolios to meet the Paris
Agreement goals

We aim to deliver on our net-zero commitmentin a
way that delivers real-world decarbonisation. In
2023, we completed an analysis of what this
transition will mean for our lending portfolios. As
part of this, we are disclosing the baselines for our
home and auto finance portfolios which account for
99.8% and 97% of exposures on these portfolios.
This year, UK auto finance lending is also included
within the new Banco Santander net zero target for
this portfolio. Work on the Corporate & Commercial
Banking (CCB) portfolio is ongoing and will
continue into 2024.

The transition plan includes an assessment of the
actions necessary to align our portfolios with the
Paris Agreement goals. We have categorised these
actions into three groups:

— those actions wholly within our control;

— those that we can influence;

— those that we are reliant on and will therefore
need to monitor.

In 2024, we intend to continue to enhance our data,
processes and understanding of internal and
external levers as part of further embedding

Annual Report 2023

Governance

Risk review Financial review

climate transition planning within our overall
business strategy.

Supporting our customers in the green transition
Being a responsible business is a key part of our
strategy for the long term and our day-to-day
decisions. Central to this is how we help our
customers make the transition to a low-carbon
economy.

As with our approach to the cost of living crisis, we
need to help our retail customers to make informed
and practical decisions. An example of this
approach is our Greener Homes Hub. It provides
help on how to make a home more energy efficient.
Additionally, we continued to offer the free
EnergyFact Report in 2023, which gives guidance
on how homeowners can improve the energy
efficiency of their homes. We continue to make
good progress against our plans to support
customers in decarbonising their homes. We've
spent much of 2023 on preparing the groundwork
for new partnership propositions which will come
online in early 2024. These new partnerships will
accelerate our work to support customers
understand more about the benefits of energy
efficiency upgrades and improve their end-to-end
journey.

We have also used our position in the market to
drive the public debate on building decarbonisation
in the UK and what policy developments are
needed to support this. We regularly participate in
discussions on how government, banks, and the
wider industry can work together to incentivise
home energy efficiency improvements with cross-
party political stakeholders and civil servants.

This year, we hosted a panel event on home energy
efficiency at the Conservative Party Conference
with Lord Callanan, the Minister for Energy
Efficiency and Green Finance. We also joined the
Better Homes Alliance, a cross-industry coalition
calling for a ‘Rebate to Renovate.' This incentivises
homeowners to retrofit their homes through a
stamp duty tax rebate linked to energy
consumption. Alongside this, we joined the Warm
Homes Commission, a group which aims to set out
how the next government can tackle the challenge
of bringing the UK's leakiest homes up to an
acceptable standard of insulation and drive the
switch to low-carbon heating.

In October 2022 we published our 'Buying into the
Green Homes Revolution' report. The report
examined the changing attitudes towards net zero
among homeowners and buyers. Our research
revealed that the main barriers to retrofitting for
homeowners are cost and lack of understanding
and guidance. To address our customers'
challenges, we made a series of recommendations
to the Government. They focused on providing the
right financial incentives; better information on
upgrading properties; and establishing the skills,
infrastructure, and capacity to carry out retrofitting
at scale to meet future needs. We have now started
additional work to expand our understanding of
consumer attitudes towards retrofitting and to
identify further policy levers to support building
decarbonisation. Our findings will be published in a
reportin 2024.

Shareholder
information
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2023 environment highlights

£2.8bn

Green finance raised and facilitated
in 2023

32,000

Customers supported with products
and services in their transition to net zero
in 2023

Refreshed climate
strategy

and development of initial climate
transition plan

£13.3bn

Green finance raised and facilitated
since 2027 with a target of £20bn
by 2025
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Environment continued

For business customers, Corporate & Commercial
Banking (CCB) continues to offer its sustainable
finance through sustainability linked loans. Our aim
is to help business customers across all sectors to
access sustainable finance that will support their
sustainability journeys and accelerate their
transition towards a net-zero economy.

Banco Santander's internal Sustainable Finance
Classification System (SFCS) provides the
methodology for how we categorise sustainable
financial products and services. This includes
definitions for green, social, and sustainable
finance. It outlines eligible sectors and business
activities that support environmental and social
sustainability. Sectors include energy, transport,
water and waste management, and real estate. The
SFCS is reviewed annually. Banco Santander has
committed to raise over €120bn in green financing
between 2019 and 2025. Our medium-term target
is to raise or facilitate more than £20bn of green
finance by 2025 and since 20271 we have achieved
£13.3bn.

Reducing our environmental impact

Reducing greenhouse gas (GHG) emissions from
sources under our operational control is a key pillar
of our climate strategy and will contribute to our
target of reaching net zero. We are continuously
looking to drive GHG emission reductions through
enhanced energy efficiency measures and low-
carbon practices and technologies in our
operations. For instance, we are identifying and
implementing energy optimisation measures
including new LED lighting, heating electrification,
Heating, Ventilation and Air Conditioning (HVAC)
system upgrades, and replacement of fan coil units.
100% of Santander UK plc's electricity comes from
certified renewable sources, procured under REGO-
backed green contracts.

We have a property strategy in place which runs
until 2025. As part of our internal climate transition
plan we have conducted analysis to assess how our
property strategy will reduce operational
emissions. We are currently on track to deliver
emissions reductions of 45% from our 2019
baseline. Further work will be undertaken in 2024
to understand the requirements for a net-zero
aligned strategy for 2030 and the costs and trade-
offs associated with delivering this.

We have moved into our new headquarters, Unity
Place in Milton Keynes. The building is currently on
track to achieve a Building Research Establishment
Environmental Assessment Method (BREEAM)
‘Excellent’ rating. This demonstrates best-in-class
practice in sustainable building design,
construction, and operation. Unity Place offers an
open, collaborative, and dynamic workspace, with
open-access public areas and retail space for
businesses on the lower floors to support
community engagement. The building was
designed and built with sustainability in mind. Itis
powered by 100% green electricity and does not
have gas supply. Heating and cooling are provided
by a state-of-the-art HVAC system equipped with
air-source heat pumps and heat exchangers.

The rooftop mounted solar panels supply an
estimated annual on-site green energy generation
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of over 90,000 kWh. Multi stream waste
segregation is performed on-site, while all
rainwater on the rooftop is harvested and reused
throughout the building. There is also space to park
bicycles and charging points for electric vehicles.

We continue to monitor and evaluate our energy
and carbon footprintin line with the Streamlined
Energy and Carbon Reporting (SECR) regulation. In
2023, we used 93,387,392 kWh of energy, a 9%
reduction against 2022 (103,156,234 kWh). This
change was a result of significant reductions in our
electricity and gas consumption. Our GHG
emissions (market-based) were 5,438 tCO,e
compared to 5,963 tCO,e in 2022. 'Market based'
reflects the emissions from the renewable
electricity purchased. Emissions per employee
equate to 0.27 tCO,e, a decrease from 0.32 tCO,e
in 2022. Santander UK's emissions are calculated
using the UK Government Department for Energy
Security and Net Zero (DESNZ) conversion factors.
Santander Financial Services plc (SFS) emissions
are included in this year's reporting. The basis of
reporting of SECR information can be found in the
climate-related financial disclosures section under
Environmental Performance. Our total Scope 1, 2,
and 3 emissions for 2023 are shown in the table
below.

2023 2022 2021
Scope 1tCO5e 2,827 4,512 6,074
Scope 2 tCO5e 16,211 15,624 18,860
Scope 2 tCO,e
(Market-based) e 53 v
Scope 310 2,527 1,398 289
(Business travel)
Total' 5438 5963 6,363
YoY %' 9% (6)% -

Total emissions per
employee (tCO,e/FTE)' ey R 0:35

1. Employees that had left Santander UK or were temporarily
absent during each reporting period for 2021-2023 had been
excluded from Scope 3 business travel, but should have been
included. For 2023 we have estimated this exclusion based on
available data. We have made the assumption that the profile
of employees and the nature of the travel has not materially
changed in 2022 and 20271 and we have used the 2023
estimated uplift to restate 2022 and 2021 business travel. This
estimation also impacts the Total CO,e emissions, CO,e
emissions per employee, and year-on-year percentage for
2021-2023. Business travel for the excluded population will be
reviewed as part of planned enhancements for future reporting
periods.

Note: 2021 figures exclude Santander Financial Services plc
emissions, which for 2023 were less than 3% of total
emissions and considered not material to be included in 2021.

The amount of business travel continues to
increase as we spend more time in our offices and
branches post Covid-19. This resulted in greater
Scope 3 emissions compared to 2022. However,
the distance travelled, and resulting emissions,
remain significantly lower than pre-pandemic
levels. Despite this increase, total emissions
reduced in 2023 because of reductions in gas and
electricity consumption. This is largely due to the
rationalisation across the head office estate, with
the removal of several sites from the Santander
Head Office Estate including Bootle and Newcastle,
The old Milton Keynes sites were vacated in Q4
2023 with the opening of Unity Place.
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The current refurbishments underway at Triton
Square, which include replacing lower efficiency
mechanical, electrical, and plumbing assets
(pumps, passenger lifts, LED lighting, HVAC
upgrades, air handling units, fan coil units) are still
ongoing. Several floors of the site were completed
in 2022/2023.1n 2023, a further three head office
sites also started refurbishments.

Across the retail estate upgrades to HVAC units
have also been rolled out. Santander UK works with
a specialist third party to monitor energy
consumption across the estate, optimising energy
use through improving controls. Santander UK's
environmental staff engagement initiative, Go
Green, delivers a broad range of sustainability
focused campaigns and initiatives to encourage
colleagues to adopt sustainable behaviours as well
as provide practical energy savings tips. All these
measures contribute towards reducing Santander
UK's overall energy consumption.

Embedding climate in risk management

Our Credit Risk Officer (CRO) is the Senior
Management Function (SMF) responsible for
identifying and managing climate-related risks
supported by the Environment, Social, and Climate
Change (ESCC) team who sit within Enterprise Risk.
Over the years, our Line 2 function has carried out
extensive work to ensure we identify both physical
and transition risks relating to climate and how
they can manifest and affect the Bank and our
customers. This work is guided by UK and EU
regulatory expectations and is aligned to Banco
Santander's expectations. It remains ongoing and
progress is reported to the ERCC and Board Risk
Committee on a regular basis.

Our Line 2 risk function is leading work to develop
Santander UK's internal climate risk modelling
capabilities. This involves delivering an annual
climate internal stress analysis (CISA) exercise and
a related data development programme. Over
time, this will enhance our capacity to:

- |dentify physical and transition risks in a variety
of scenarios including potential governmental
policy changes and the resulting macro-
economic environment

— Consider the business model risks arising from
each scenario

— Develop risk appetite metrics or Llimits to monitor
and manage risks arising from climate change

— Embed climate-related considerations into credit
decisioning by way of education to both our staff
and customers.

We expect that the metrics and targets we use to
monitor progress will be embedded into the risk
framework during 2024 and align to Banco
Santander's strategy and ambitions. We also
anticipate that the CISA scenarios will, in future,
support the external science-based pathways that
are used in the analytical underpinning of this plan.
This will help us to assess business model viability
through the low-carbon transition.
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Social

As part of our SRB strategy, in
2023 we began work on a
social strategy that goes
beyond traditional banking
services — focusing on our
customers, our communities,
and our people.

The implementation of consumer duty at
Santander UK in 2023 has provided additional focus
on putting our customers at the heart of everything
we do to ensure good customer outcomes.
Therefore, our new social strategy will include a
commitment to enhance financial inclusion for our
customers. We will continue to expand our
products and services to ensure everyone has
access to the financial tools and resources they
need. In addition, we'll continue to help our
customers improve their financial resilience with
tools such as our free financial health check, which
gives tailored support and tips to improve financial
education and health.

Findings from the Financial Inclusion Commission
show the importance of financial inclusion in the
UK. The Commission states that 12.5 million UK
adults have little or no confidence in their ability to
manage money, with 22% of adults having less
than £100 in savings. Our financial inclusion
strategy sets the ambition for Santander UK to be
financially inclusive. Our goal is to help people
improve their financial skills, gain access to
financial services and develop financial resilience.
This means care and support need to be at the
heart of our products and services, and the
guidance and education we provide to customers.

Our customers

Enhancing customer support

In 2023, we helped more customers than ever,
with our branch colleagues taking more than 5.8m
calls (2022: 4.9m). We continue to provide regular
coaching to develop our peoples' skills in telephone
support. Voice training (training new starters in
branch on how to support customers through the
telephony channel) is now standard for all new
branch starters.

We continue to offer a face-to-face service in our
444 high street branches. We've also refurbished
47 of our branches, opened two new Work Café
branches to add to our first Work Café in Leeds and
continued our support of the Banking Hub initiative
with Cash Access UK Ltd.

Support for smaller businesses

Against the backdrop of rising costs and difficult
economic conditions, we continue to support small
and medium-sized enterprises (SMEs) through
Santander Breakthrough. Breakthrough provides
these businesses with practical, on-demand tools
and support.
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In 2023, 18,996 businesses accessed these
resources, which are designed to respond to the
topics they need most help with, such as increasing
business overheads and costs. We have continued
to expand our mentoring and coaching for business
owners to help them make the right decisions at
the right time.

Our communities

Education, entrepreneurship, and employability
As part of our new Social strategy, our ambition in
2024 and beyond will be to expand our reach and
help a growing number of people build the skills
they need to improve their career prospects. We
believe that education and lifelong learning are
today's solution to a brighter future.

Santander Universities

We are very proud of our work over the last 15
years to support education, skills development, and
entrepreneurship through our Santander
Universities programme. We have donated more
than £105m to our university partners across the
country and supported upwards of 130,000
students into and through higher education. As we
look to the future, our aim is to make sure that our
programmes provide practical support, resources,
and advice to help learners and businesses more
than ever before.

We have developed a programme that helps level
the playing field for students from
underrepresented groups. The programme
provides more choice and delivers support in the
right way and at the right time. We do this by
working with our established university partners to
create opportunities for underrepresented
students. This can be through scholarships, living
wage internships that help students consider their
future, or specialist entrepreneurial centres to help
learners turn passion projects into businesses.

Shareholder
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We know that higher education isn't for everyone.
This is why we're also investing in adult education
that provides a pathway to better skills for all, no
matter where they are in the UK. So, while we
continue to award £4m every year through
scholarships and support, we are also looking to do
more. We will share more free, accessible learning
programmes through the Santander Open
Academy with people from all backgrounds.

Financial education

We believe all children and young people need a
solid financial education. Our ambition is to become
a reference within the banking industry in financial
education by 2025.

Experts have told us the best way to create
confidence with money is to teach financial
concepts when people are young. This helps them
to make better decisions about their money and
protect their finances laterin life.

In 2023, we campaigned for financial education to
be compulsory in English primary schools and for
all teachers, parents, and students to have easy
access to education resources. We provide financial
education resources through The Numbers Game in
partnership with Twinkl. We also held a drop-in
session with MPs and policy makers in
Westminster to raise awareness of the need for
statutory financial education across in primary
schools.

In 2024, we plan to publish a paper with the Social
Market Foundation and Twinkl, analysing the
barriers to making financial education mandatory in
English primary schools, and how these can be
overcome. The Money and Pensions Service
Strategy for Financial Wellbeing underlines the
importance of financial education. The strategy's
goalis to deliver meaningful financial education to
an additional two million children and young
people by 2030, increasing the target to 6.8 million.

2023 social highlights

External recognition

Recognition for our work on inclusion and
employee support includes: Times Top 50 for
Gender Equality; Top 30 Social Mobility Index;
Top 40 Stonewall Workplace Equality Index;
Top 30 Working Families Benchmark;
Exemplary Employer Status from Investing in
Ethnicity; Menopause Friendly Employer
Awards Most Open Workplace.

Engaged people
Our employee engagement index of 8.2 is in
the top 25% of external benchmark data'.

3.7 million

Since 2019 we have financially empovvered2
3.7 million people surpassing our 2025 target
of 3 million. This has been largely achieved
through our financial education initiatives
which have seen 3.7 million children and
young people given a meaningful financial
education.

Social mobility

We have launched our Mobilise mentoring
programme for disadvantaged students in our
local communities.

1 Employee Engagement Index according to external benchmark by Workday Peakon Employee Voice.
2. Number of people, mostly unbanked, underbanked or in a situation of vulnerability who, through our products and services and social
investment initiatives are able to get access to the financial system, receive tailored finance and increase their knowledge and

resilience throuah financial education.
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Social continued

Santander Foundation

We are proud of the impact achieved by the
Santander Foundation in 2023, delivering more
than £1.8m to local charities to improve the digital
and financial capabilities of people facing
disadvantage.

With support from the Foundation, charitable
partners have delivered services to over 5,330
people. This has led to at least £389,293 of savings
and benefits, providing data to 1,199 people,
supporting them to increase their financial and
digital capabilities.

In 2023, the Foundation set up workshops to share
learnings between our funded charities. It also
launched a new programme to help funded
partners communicate their cause and impact
effectively.

The Foundation also boosted Santander UK
colleagues' fundraising through the Matched
Donations programme. This increased the value of
donations raised by colleagues with £471,674 of
additional funding.

Macmillan Cancer Support

2023 was the second year of our strategic
partnership with Macmillan Cancer Support. The
partnership is aligned with our financial inclusion
goals and aims to help people with cancer
overcome financial challenges they may face.

In 2023, we continued to develop our referral pilot
which connects customers with Macmillan support.
We are also continuing to review the customer
journey and experience for customers with cancer,
taking into consideration the Consumer Duty
requirements.

During the year, Santander UK colleagues and
customers also raised £1,230,124 in charitable
funding for Macmillan, exceeding our partnership
goal of £Tm. Our people organised events such as
coffee mornings and completed challenges,
alongside volunteering their time.

Our people

Our culture

We are part of a global organisation united by a
common culture: The Santander Way. This
encompasses our purpose — to help people and
businesses prosper —and our aim to be the best
open financial services platform, by acting
responsibly and earning the lasting loyalty of our
people, customers, shareholders, and
communities. It also reflects our Simple, Personal
and Fair values, our risk culture, and our
behaviours.

Our TEAMS behaviours — Think Customer, Embrace
Change, Act Now, Move Together, and Speak Up -
are crucial to delivering our strategy in a
responsible way. They provide the direction for how
our culture enhances customer focus, business
agility, collaboration, and simplicity. In 2023, we
launched our people deal which sets out what our
people can expect from working at Santander UK. It
is made up of six pillars:
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- The place to be yourself
- Unleash your potential
Raise the bar

- There when it matters
— Valued for your impact
Shape the future.

Alongside standard elements like pay and benefits,
it outlines some less familiar things our people can
expect. These include our virtual GP service,
Help@Hand, and inclusive training programmes. It
also details what we expect from our people in
return, including our TEAMS behaviours and putting
good customer outcomes at the heart of everything
we do every day.

Listening to our people

To help us to achieve our culture ambitions, we
listen to our people to find out what's working well
and where we can do things differently. Our
monthly pulse survey, Your Voice, lets all of our
people give feedback on our ways of working and
their employee experience. It supports us to
measure our culture, and how we're delivering
against our people deal, providing real-time data
and sentiment to whether our employees
experience the TEAMS behaviours we set out to
achieve, and if we are delivering against our
strategy and a positive employee experience.

Throughout 2023, we saw steady improvement
across all aspects of our employee engagement. All
the engagement drivers that feed into our
engagement score sit above the external
benchmarks and many are in the top 25% or
higher. Our overall 2023 employee engagement
score was up 0.4 points to 8.2 out of 10 (2022: 7.8).
This puts us in the top 25% of Peakon's external
finance benchmark.

Diversity, equity, and inclusion

Our people deal has diversity, equity, and inclusion
(DEI) at its heart. This is particularly reflected in The
place to be yourself and There when it matters
pillars.

Our commitment is to be a truly inclusive
organisation that prioritises equity and reflects the
customers and communities we serve. We
designed our DEl strategy to deliver this
commitment. It is designed on the principles of
intersectionality, balanced representation,
leadership, advocacy, allyship, transparency, and
accountability.

In 2023, our DEI focus was on three priority areas:

Social Mobility: We are building on our status as a
leading voice for social mobility in financial
services. As a founder member of Progress
Together, we are proud to have contributed to their
Shaping Our Economy report, which creates a
much-needed benchmark for social mobility in
financial services. We also launched our Mobilise
mentoring programme with The Lead Mindset. This
first-of-its-kind programme offers education,
support, and mentoring to disadvantaged 14-16
year-old students in our local communities. The
programme runs over three years and aims to
make a real difference to career outcomes.

Shareholder
information

Financial
statements

Women in STEM: Our Women in STEM Campaign
focuses on building our talent pipeline of women
who are skilled in science, technology, engineering,
and maths. A core part of the campaign is our
bespoke Women in STEM Leadership Programme
which helps to develop our existing female
employees in this growth area.

Black inclusion: We continue to make progress
against our commitment to tackle under-
representation of Black talent in our senior roles.
100 employees have now graduated from our
Black Talent Programmes, which support
employee progression through sponsorship,
leadership development, and access to
inspirational Black role models. We are proud to
have become signatories of the Halo Code, which
destigmatises afro hair in professional spaces as
we continue to have conversations about Black
inclusion.

Wellbeing

Wellbeing is essential to helping our employees
thrive and is a significant part of our people deal.
Our comprehensive approach promotes positive
wellbeing every day and spans mental, physical,
social, and financial wellbeing.

We focus on prevention first with initiatives such as
our Gympass and Mental Health Network. We also
aim to be there for our people in the moments that
matter, including the intervention and crisis stages
of wellbeing. Key areas of support include
Help@Hand, which provides virtual GP
appointments and counselling, as well as specific
interventions such as health and cancer screening.
Ourinternal Wellbeing Hub is a single, easily
accessible source for all our wellbeing support
resources. It has been accessed 200,000 times in
the last three years.

In the face of the cost of living crisis, we are
prioritising financial wellbeing. Financial support
options have been strengthened including the
Santander Support Fund, which helps colleagues
who are most in need, especially those dealing with
challenging life events. We continue to raise
colleague awareness on the support available,
including our dedicated financial support helpline,
which was launched in 2022.

We continue to provide all of our 3,800 people
managers with Positive About Mental Wellbeing
training. This equips them with tools to help
prioritise positive mental wellbeing every day,
recognise when more support may be needed, and
help colleagues access support. Our Mental
Wellbeing Network also offers peer support, raises
awareness, and promotes positive mental
wellbeing through a series of events and resources
to its 2,000+ members.

We have been recognised for the support we
provide to enhance our people’s wellbeing. This
includes a Best for Wellbeing award by Great Place
to Work and Employer Initiative of the Year at the
Inside Out Mental Health Awards for the additional
support we give our colleagues who serve
extremely vulnerable customers.
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Governance

The third pillar of our SRB
strategy acts as a foundation
for all of our ESG activities and
initiatives. For more on bank-
wide governance see the
Corporate Governance section.

Governance of our SRB Strategy

In 2023, we completed a full review and update of
our ESG operating model. this has future proofed
the governance of our SRB strategy and ensures we
are equipped to respond to new regulatory
requirements. Given the fast-evolving nature of
ESG, this work will continue into 2024 as we
embed ESG criteria further into all aspects of our
business. Key outputs in 2023 included:

Adoption of an ESG framework in our SRB
strategy

To align with Banco Santander priorities, we
restructured our SRB strategy around an ESG
framework. The new three-pillar strategy
concentrates activities within Environmental,
Social, and Governance areas. We also revised our
climate strategy and are developing a new Social
strategy so they align to the areas where we can
have the greatest impact. Executive Committee
members hold accountability for each focus area.

Re-mapping all ESG activities across the business
with clear ownership

We have made good progress with embedding our
SRB strategy across the business. Yet, regulatory
and stakeholder expectations around sustainability
and ESG are increasing. We therefore need to
ensure every area of our business is set up to
respond in an agile, consistent, and appropriate
manner, and has clear accountability defined. With
this in mind, in 2023 we re-mapped all our ESG
activities to ensure they are aligned to our new ESG
framework. With all divisions expected to deliver
against our SRB strategy, we also defined clear
involvement, roles, and responsibilities for all ESG
activities in each business division.

Updating SRB governance and management
structures

Recognising the change in our approach to ESG, we
also reviewed our governance and management
forums to ensure they have clear authority and
accountability to deliver the ESG operating model
and our SRB strategy. Details are shown in the
graphic.

Update of Senior Management Function
accountability for ESG

Our revised ESG operating model also considers the
importance of senior management responsibilities.
In addition to ExCo responsibility for different
components of the SRB strategy, we have also
reviewed overall Senior Management Function
(SMF) accountability for ESG. The CEO oversees
development and delivery of our SRB strategy,
ensuring it is aligned with the bank’s strategy and is
embedded throughout the business.
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The CEO is assisted by the Director of
Communications and Responsible Banking who
takes day-to-day responsibility for delivering the
SRB strategy. The Chief Risk Officer continues to
oversee the identification and management of
financial risks of climate change. The CFO is
accountable for ESG reporting and disclosure,
including auditing and assurance of ESG data.

Being responsible in everything we do

Human Rights and Modern Slavery

Banco Santander's sustainability policy sets out its
commitment to protect human rights. This policy
takes into account the UN Guiding Principles on
Business and Human Rights and expresses Banco
Santander's opposition to forced labour and child
exploitation. We adopted this policy for Santander
UK, strengthening our commitment to tackling
human rights.

Since the introduction of the Modern Slavery Act
2015, each year we also reviewed how we prevent
modern slavery and human trafficking (MSHT) in
our business and supply chain.

Shareholder
information

Financial
statements

Our key focus areas, each of which we cover in our
annual MSHT statements, are customer due
diligence, collaboration and information sharing,
risks associated with third-party suppliers, pension
providers and employee training.

Fair pay and transparency

In 2023, we took further action to relieve cost of
living pressures on our people. This included a one-
time payment of £400 to all colleagues below
senior leader level in February, separate to the
2023 annual pay review. We continue to check that
salary reviews and changes to reward policies do
not have an adverse impact on any employee
groups. We are transparent about pay and benefits
and are proud to have been an accredited Real
Living Wage employer since 2015. We voluntarily
publish our Ethnicity Pay Gap in our annual
Everyday Inclusion and Pay Gap Report. We also
voluntarily disclose our CEO pay ratio in the
Remuneration Implementation Report in this
Annual Report.

2023 governance highlights

38% of the Board are
women

The Board aims to maintain at least two
members who are female and aims to have
40% female representation by 2025.

(o)

10%

of the Santander UK quantitative remuneration
scorecard is based on ESG metrics.

Corporate Governance

We uphold the highest standards of
governance, including applying the UK
Corporate Governance Code.

ESG senior
Management

accountability in place for our SRB strategy.

Sustainability Governance

Environmental, Social

and Climate Change Risk
Level1 ESG Leadership Forum
Senior ESG Data Programme
leadership
ESG Finance Review . Green Finance Transition Planning
Meeting ESG Meeting Taskforce Meeting
Level 2
Bank-wide Review of all ESG data Assesses ESG related Oversees green finance Oversees climate
divisional and reporting prior to customer products and (GF) delivery reporting strategy and transition
input and use propositions, lending into One Europe GF plan including workplan
delivery and campaigns inc. team delivery
greenwashing risk
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Section172: Stakeholder voice

Governance

Risk review

Financial Shareholder
information

Financial review statements

Listening to our Stakeholders

The Boards of the Company and Santander UK plc
(the RFB and the Boards) have identified our
customers, employees, regulators, communities
and investors as our key stakeholder groups on the
basis of their importance in ensuring the continuing
success of Santander UK. While not a stakeholder in
the strictest sense, we also take into account our
impact on the environment and climate given its
criticality to life and business in general, and as
required by s172 Companies Act 2006 (s172).

Balancing the interests of these stakeholder groups
alongside the interests of Santander UK is key to
ensuring that we operate as a sustainable,
responsible and profitable business, and we
therefore seek to ensure that this is embedded in
our strategy.

To support the Boards and their Committees in their
considerations, in 2023 the Corporate Governance
team refreshed the training on how to write good
board papers, offering it to all members of
management who prepare board papers. The
training, a video of which has also been made
available to management online, includes a specific
focus on the directors' duties arising from s172 and
how management's preparation of their papers
plays a key role in ensuring that the Directors can
discharge their responsibilities in a fully informed
manner. In addition, our Board paper template
includes a section for management to advise the
Directors on customer and other stakeholder
considerations.

In 2023, the Boards continued to spend time, inside
and outside of formal meetings, engaging with
stakeholders and discussing their interests,
including visiting branches, contact centres and
offices around the UK to better understand the
needs of our customers, employees and
communities. Each Director meets with our
principal regulators, the PRA and FCA, on a periodic
basis to understand their views, and they also
attend our Board meetings from time to time. The
Board meets regularly with members of
management and the directors of Banco Santander
SA, the Company's shareholder, and in February
2023, the Board held a full meeting cycle in Madrid
to strengthen relations and encourage
collaboration.

Annual Report 2023

More information on how the matters set out in Section 172(1) have been taken into account is
available throughout the Annual Report

Section 172 matters

A. The likely
consequences of any
decision in the long term

B. The interests of the
company's employees

C. The need to foster the
company'’s business
relationships with
suppliers, customers and
others

D. The impact of the
company'’s operations on
the community and the
environment

E. The desirability of the
company maintaining a
reputation for high
standards of business
conduct

F. The need to act Fairly
as between members
of the company

Read more
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Section172: Stakeholder voice continued

Section 172. key stakeholder groups

909 99 0o
(}Y Customers mﬂj Investors [tlYl Employees

Consumer Duty

Section 172 matters

A.B.C.E.

Stakeholders considered

Background

In creating the Consumer Duty (the Duty), the FCA challenged firms to
not only raise the bar in terms of the minimum standard of outcomes
and value expected for their customers', but to also achieve a cultural
shift to ensure consistent delivery of those outcomes.

How the Board approached it

As required by the FCA, the Board approved the Consumer Duty
implementation plan and appointed Nicky Morgan, independent Non-
executive Director and Santander UK plc RBC Chair, as Consumer Duty
Champion in October 2022. Since then, the RBC has overseen our
implementation and compliance with the Duty on a holistic basis, with
the aim of ensuring that our employees are appropriately empowered
to put our customers at the heart of everything we do, that Santander
UK'is therefore able to ensure good customer outcomes, and that our
regulatory relationships remain strong.

Outcome

Culture is a key element of the Duty and we have satisfied ourselves
that our strategy and employee value proposition (including our
purpose and behaviours) are aligned to the spirit of the Duty and fully
embedded across the business. The Directors' individual employee
engagement programmes have allowed us to assure ourselves,
firsthand, that our employees have our customers at the heart of their
decision making, and that they feel proud to do so. The results of our
employee engagement survey, which are reported to the RBC
quarterly, also support this conclusion.

InJuly 2023, we formally assessed the delivery of the first phase of the
Duty, in line with the deadline set by the FCA. In preparation for this,
we held a workshop during which management gave examples of how
they had approached the implementation of the Duty, including the
Fair Value Assessment process, the findings of the reviews they had
completed and the proposed actions arising from them. As a result of
management's thorough approach, we were able to agree that
Santander UK is on track to meet the requirements of the Duty.

In December 2023, we considered the first iteration of a new Board
Consumer Duty dashboard which will allow us to provide effective
oversight going forward. The implementation timelines set by the FCA
were stretching and we thank management for their hard work.
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Financial Shareholder

Financial review statements information

Communities

Climate Regulators

Climate strategy and planning

Section 172 matters

A.B.C.D.E.F.

Stakeholders considered

Background

As part of the Banco Santander group which has committed to
reaching Net Zero by 2050, it was critical that we agreed a climate
strategy and underlying transition plan to ensure that we are
positioned to deliver on that commitment.

How the Board approached it

In February 2023, the Board set management the challenge of re-
articulating our climate strategy and defining a robust climate
transition plan by the end of 2023. Given that climate transition
planning was an untrodden path for Santander UK, the Directors
recognised the importance of giving management clear guidance and
feedback, and they engaged with management throughout the year,
both informally and in formal Committee meetings, to ensure
successful delivery within the deadline.

Outcome

We recognise the importance of having an ambitious yet realistic
climate strategy and Plan to support the UK's and Banco Santander's
transition to net zero, and that these need to be aligned with
Santander UK's broader commercial strategy and risk management
approach and appetite in order to ensure that it benefits all our key
stakeholder groups, including our investors and regulators.

In June 2023, the RBC considered and recommended to the Board a
new Climate Strategy. Having certainty as to our strategy allowed
management to focus on the alignment of an initial internal Transition
Plan which articulates the activity within the control or influence of
Santander UK and external factors we need to monitor. Supporting our
customers in their own carbon transition is a key part of this and we
continue to encourage management to identify and deliver innovative,
effective and commercially viable initiatives which will help our
customers achieve their ambitions.

Having given feedback to management on the initial internal
Transition Plan in October, the RBC was pleased to have the Board
agree with its recommendation to approve the Climate Strategy and
initial internal Transition Plan in December 2023. While we will not be
publishing this version of our Transition Plan, we look forward to
sharing a further iteration in due course.
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Non-Financial and Sustainability Information Statement

Shareholder
information

This section is produced to comply with sections 414CA and 414CB of the Companies Act 2006 as
amended by The Companies (Strategic Report) (Climate-related Financial Disclosure) Regulations
2022 which places requirements on us to incorporate climate disclosures in our Annual Report. We

have referenced the location of each disclosure.

More non-financial and sustainability information can be found in the Sustainability & Responsible Banking section of this Annual Report, including the Task Force
on Climate-related Financial Disclosures (TCFD). Also see our website publication 2023 Environmental, Social and Governance (ESG) Supplement (which does not

form part of this annual report).

Reporting requirement Policies and standards Information necessary to understand our business and its impact Page
Environmental matters Environmental Policies Emerging risks 20
Climate Change Risk Management Task Force on Climate-related Financial Disclosures (TCFD) 38
Policy Managing Climate-related risks 46
General Sustainability Policy Streamlined Energy and Carbon Reporting (SECR) 27,51
Sustainability review 25
Our Climate disclosures are located in the Sustainability and 34
Responsible Banking section
Employees People Policies Sustainability: Colleagues, Fair Pay & Transparency 30
Whistleblowing Policy Board Audit Committee Chair's report: Whistleblowing 69
Ethical Code of Conduct Policy Directors' report: Ethical Code of Conduct 83
Human rights Human Rights Policy Sustainability: Modern Slavery & Human Trafficking 30
General Sustainability Policy Sustainability review 25
Social matters Social Ethical Policy Sustainability: Communities 28
General Sustainability Policy Sustainability review 25
Anti-corruption and anti-bribery  Anti-Bribery & Corruption Policy Risk review: Financial crime risk 161
Whistleblowing Policy Board Audit Committee Chair's report: Whistleblowing 69
Ethical Code of Conduct Policy Top and emerging risks 87
Directors' report: Ethical Code of Conduct 83
Principal risks and impact of Risk review 86
business activity Effectiveness of risk management system and internal controls 62
Description of business model Our Business model 13
Non-financial KPIs Our Performance and KPlIs 16
Climate-related financial ESCC Risk Management Policy Sustainability and Responsible Banking:
disclosures Climate Change Risk Policy — Task Force on Climate-related Financial Disclosures (TCFD) 38
- Managing Climate-related risks 46
- Climate-related risks and opportunities 42
- Metrics and targets 48

Non-financial information disclaimer

This Annual Report contains, in addition to financial information, non- financial information (NFI), including environmental, social and governance-related metrics,
statements, goals, commitments and opinions. The NFI can be found throughout the report but mostly in the Sustainability and Responsible Banking Section. NFl is
prepared following various external and internal frameworks, reporting guidelines and measurement, collection and verification methods and practices, which are
materially different from those applicable to financial information and are in many cases emerging and evolving. The methodologies used to prepare our NFI
metrics and independent assurance of selected metrics can be found in our 2023 ESG Supplement. NFI is based on various materiality thresholds, estimates,
assumptions, judgments, and underlying data derived internally and from third parties. NFl is thus subject to significant measurement uncertainties, may not be
comparable to NFl of other companies or over time or across periods and its inclusion is not meant to imply that the information is fit for any particular purpose or
that it is material to us under mandatory reporting standards. NFl is for informational purposes only, without any liability being accepted in connection with it except
where such liability cannot be limited under overriding provisions of applicable law.
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Welcome to Sustainability
and Responsible Banking

Sustainability and Responsible Banking

Contents

The Sustainability and Responsible Banking (SRB) section of this report responds .

to increasing demands by stakeholders for more information on our strategy Introduction 34
and performance around ESG alongside our traditional financial reporting. In
this section, we give an overview of our approach to SRB. This includes our . L
strategy, material issues, progress against our medium-term targets, and a Medium-term scorecard and performance highlights 37
selection of highlights. It also includes mandatory disclosures such as our
response to the Taskforce on Climate-related Financial Disclosures (TCFD). We
will continue to update our ESG disclosures in line with future regulatory
guidance and market practice. Further information on our environmental, social,
and governance activities and performance is provided in our 2023 ESG
Supplement, which is available on our website (and does not form part of this
Annual Report). Our ESG Supplement also includes the results of a limited
assurance engagement on certain ESG metrics. Our website also gives more
information on all our ESG-related reports and disclosures. Banco Santander
lists all of its ESG reports and disclosures on its website.

Sustainability overview 35

Climate-related financial disclosures 38
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Sustainability and Responsible Banking continued

Sustainability overview

ESG has become a key activity within financial services companies. Financial institutions have a
critical role to play in addressing sector-specific issues such as financial inclusion and financial
crime. They also have a role to play in tackling broader societal challenges such as climate
change.

Our SRB strategy sets out our ambition to be a sustainable and responsible bank; one which tackles the key challenges identified in our materiality
assessment while also supporting our purpose to help people and businesses prosper. The SRB strategy responds to our most important sustainability
issues and embeds environmental, social, and governance considerations into our business strategy and culture. More information on each of these pillars
is shown below. Each pillar has its own aim and its own strategic pillars which correlate to the material topics from our 2023 single materiality assessment

refresh.
Environment
Aim: Strategic pillars: Material topics: UN SDGs:
Contribute towards 1. Aligning our portfolios to - Climate change
Banco Santander meet Paris Agreement goals © - Green finance

group ambitions to
be net zero carbon
by 2050 and meet

Biodiversity and land use management

2. i
Supporting our Pollution and waste management

customers in the green

transition
regulatory )
requirements. 3. Reducing our
environmental impact
4. Embedding climate in
risk management
Social
Aim: Strategic pillars: Material topics:
Support productive, 1. Customers: Making their - Innovation and - Financial health
inclusive growth better happen digitalisation - Financial inclusion
across our key %) e - Diversity, inclusion, and empgwerment
stakeholder groups: Ealueiien and employee - Community
our custqmers, our employability, and wellbeing engagement and
communities and - — Talentand support
entrepreneurship
our people. . performance - Human and labour
3. Our People: Thr|V|ng management rights
workplace - Affordable housing
Governance
Aim: Material topics:
We will aim to be - Innovation and - Organisational culture and governance
responsible in digitalisation - Privacy, data protection, and cybersecurity
everything we do - Reputationasa - Responsible supply chain and procurement
with ethics and responsible bank
integrity being a - Ethics and compliance
solid foundation of
our SRB strategy.
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Sustainability and Responsible Banking continued

Environment
2023 Progress Supporting our customers - \We spent 2024 Ambitions Our own operations - We will start
In 2023, we updated our climate much of 2023 on the groundwaork for In 2024, we will continue to work to extend our property
strategy to align with Banco developing new partnership enhance our internal climate strategy to 2030. We also intend to
Santander's approach. To support  propositions which will come online in transition plan and the data and expand our internal climate
the implementation of this strategy early 2024. We have also used our processes that support it. transition plan to cover more areas,
we also developed the first position in the market to stimulate the . ) including our supply chain
iteration of our internal climate public debate on building P""""“? alignment -‘We intend to emissions.
transition plan. decarbonisation in the UK. fqrther |ntegrAaAte ouir |nternal . . )

climate transition plan with our Climate risk - We will undertake an
Portfolio alignment - We have Our own emissions - We have a green finance and financial planning internal climate stress test using
undertaken an assessment of the  property strategy in place which runs processes. We will also enhance the the capability we have developed in
emissions arising from our until 2025 and we are currently on underlying data supporting our 2023. The results will be used to
mortgage, auto finance and track to deliver emissions reductions of financed emissions calculation. inform future targets and our risk
commercial lending portfolios and  45% from our 2019 baseline. appetite. They will also enhance

Supporting our customers - \We

are disclosing baselines for our assessments of how climate

mortgage and auto finance. We Climate risk - Our Line 2 risk function intend to launch test and learn change can affect our customers
also assessed what 2030 targets continues to develop our internal propositions to gain greater insight businesses and resilienee,
climate risk modelling capabilities. into how we can best support our

for these may look like and the

actions required to achieve them. mortgage customers in the

transition to a net zero economy.

2023 Progress Our communities - Santander 2024 Ambitions Our communities - We will work to
We started to update our Social Universities awarded 100 students Into 2024 we will look to finalise improve education, employability,
strategy in 2023 and have agreed  from underrepresented groups £30k of ~ our Social strategy focusing on our  and entrepreneurship throughout
the three pillars of our approach. funding each over three years. We three key pillars. We aim to develop the UK. We'll continue to evolve
Key results included: continued to provide financial key targets and associated delivery  our volunteering programme,
education to young people with The plans for each. community investment, and our
Our cus?omers -We Focusec_l o Numbers Game in partnership with i : work with the Santander UK
supporting our _cus_tome_rs with Twinkland My Money Week. Our customers - We_W|LL contlnu_e ®  Eoundskion.
resources to gain financial help our customers improve their
education. We contacted 2.5 Our people - We have executed the financial inclusion and resilience by ~ Our people - We will continue to
million of our customers last phase of our three-year strategy ensuring everyone has access to the put Social Mobility at the centre of
experiencing financial difficulty and  Everyday Inclusion and focused on financial tools and resources they  our DEIl work, using our skills and
helped them put plansin placeto  being a leader in social mobility. We need. resources to enable people to
get back to financial fitness or have achieved multiple awards and make the most of their potential.
signpost them to help. positive benchmarks to our DEI work.

Governance

2023 Progress Updating SRB governance and 2024 Ambitions

We completed a full review and management structures: We reviewed We will look to continue our work — Work will continue into 2024 to

update of our ESG operating our governance and management to finalise a specific governance further embed ESG within a range

model. Key outputs include: forums to ensure they have clear strategy for the organisation to of business areas, including but not
. . authority and accountability to deliver ensure this aligns with Banco limited to: processes, policies, risk

Adoption of an ESG framewqu N the ESG operating model and our SRB Santander, upcoming regulatory appetite, roles and responsibilities,

our SRB Strategy: To align with strategy. requirements, and fits withinthe ~ and remuneration to create a

Banco Santander priorities, we wider context of our Environmental  strong ESG culture within the

have restructured our SRB strategy  Update of Senior Management

around an ESG framework. Function (SMF) accountability for ESG:
. o Considers the importance of senior

Re-mapping all ESG activities management responsibilities and

across the business with clear reviewed overall SMF accountability
ownership: With all divisions For ESG

expected to deliver against our
SRB strategy, we also defined
clear involvement, roles, and
responsibilities.

and Social pillars. business.
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Sustainability and Responsible Banking continued

Medium-term scorecard and performance highlights

In late 2021, we established our SRB medium-term scorecard (MTS). It covers key areas of our SRB strategy and has set targets for
2022-2025, and in some cases 2030. The targets were set with two main considerations: Ensuring that they strengthen our
contribution to Banco Santander group’s public commitments and that they will help us to meet our own sustainability priorities.

In 2023, we started a review of our public commitments in line with the revised structure of our SRB strategy ensuring
consolidation of our key focus areas. We will continue this work into 2024 and provide an update on our new public targets
in 2024, given we have achieved some of our medium-term targets before the target date of 2025.

Diversity, inclusion, and belonging Diversity, inclusion and, belonging

33.9% senior female employees 12.8% senior Asian, Black, and other Minority
Ethnic employees

We continued to increase women in our senior management positions, Senior Asian, Black, and other Minority Ethnic employee representation
however, this is still below the lower end of our target. We will continue to increased in 2023 and we hit the lower end of our target. We continue to work
work hard to increase diversity and representation at senior employee levels with our culture team to improve diversity and inclusion.

over the medium term.

Target: 50% (+/-10%) by 2025 Target: 14% (+/-2%) by 2025

(2022:33.2%) (2022:11.1%)
Financial Inclusion Financial Empowerment

L1 | & L . 2 &
3.1 million children and young people given a 3.7 million people financially empowered
meaningful financial education
Our financial education initiatives saw another year-on-year increase in This year the people financially empowered metric performed strongly with a
performance and we surpassed our 2025 target. significant increase from 2022 and we have now surpassed our 2025 target.

Our financial education initiatives saw another year-on-year increase in
performance and form the majority of this metric.

Target: 2.2 million by 2025 Target: 3 million by 2025

(2022: 1.7 million) (2022: 2.1 million?)

Supporting customers in the green transition Social mobility

'|05,0004 customers supported to become 29%" of senior employees from a lower

. . 3 . .
greener with products and services socio-economic background
Performance is in line with expectations. We are looking into new test and We continue to encourage our senior leaders to disclose their socio-economic
learn propositions in 2024 to provide more opportunities to support our background and continue to integrate social mobility into our SRB agenda.

customers in their own transition.

Target: 180,000 by 2025 Target: 35% by 2030

(2022: 73,000 (2022: 29%)

Supporting customers in the green transition Diversity, inclusion, and belonging @

£13.3bn" of green finance raised and 38% of women on the Board

facilitated

Performance was in line with expectations. Mortgage balances were down in The Board aims to maintain at least two members who are female and aims
2023 due to the challenging mortgage new business environment and our to have 40% female representation by 2025. Our female representation on
decision to deleverage our mortgage portfolio. the Board increased in 2023. We are in the process of ensuring an orderly

succession for key Board positions and we expect further changes in 2024.

Target: £20bn by 2025 Target: 40% by 2025

(2022: £10.5bn") (2022: 33%)

1. Cumulative since 2019.

2. People financially empowered: Number of people that are unbanked, financially underserved, in financial distress, with difficulty to access credit, or with financial knowledge constraints

who through our products and services and social investment initiatives are able to get access to the financial system, receive tailored finance, and increase their financial knowledge

through financial education.

3. Banco Santander's Sustainable Finance Classification System (SFCS) defines what investments can be considered green or social financing. We applied the SFCS to our lending and
identified the following as green financing: renewable energy and other green energy financing; mortgages on properties with A- or B-rated EPC; and financing for electric vehicles,
hybrid, and plug-in hybrid electric vehicles (PHEV) with emissions below 50g CO,/km.

4. Cumulative since 2021.

5. We are also developing new ways to create momentum in our internal Social Mobility network, a network of motivated colleagues who are working to deliver change for young adults in
the community and our own workforce. The 2023 result is the same as 2022 as the survey is due to be completed again in 2024.
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Climate-related financial disclosures

Introduction

We are committed to Banco Santander's net-zero
2050 ambition. This commitment is embedded into
our business strategy and influences how we
address climate risks in our business. We believe
that the banking sector has a major role to play in
combatting climate change and this role is
constantly evolving. So, we continually seek to
improve the way we measure, manage, and report
on climate change.

Governance

Risk review Financial review

We support the Financial Stability Board's (FSB)
objective of improving climate-related financial
reporting through the Taskforce on Climate-related
Financial Disclosures (TCFD) recommendations.

This section provides our climate-related financial
disclosures for 2023. We continue to evolve our
disclosures as we increase our understanding of
how climate change is affecting and will affect our
business and customers. We do this by explaining
how we manage climate risks and incorporate
them into our governance model and strategy and
how we are accelerating the low-carbon transition
through green finance.

Shareholder
information

Financial
statements

Status of our response to the TCFD
recommendations

From 1 January 2023, we are required to report
against the Companies Act 2006 requirements
(s414CA and CB), and we have done so in full, using
the TCFD framework for comparability with
premium-Llisted companies.

We believe we are materially consistent with the
TCFD recommendations Annexes for all sectors and
the financial sector-specific guidance. We have
identified areas where we still need to make
progress with respect to each of the four TCFD
pillars, as shown in the table below.

Governance

a) Board's oversight of climate-related risks and opportunities

b) Management's role in assessing and managing climate-
related risks and opportunities

Strategy

a) Climate-related risks and opportunities the organisation
has identified over the short, medium, and long term

b) Impact of climate-related risks and opportunities on the
organisation's businesses, strategy, and financial planning

¢) Resilience of the organisation's strategy, taking into
consideration different climate-relate scenarios, including
a 2°Cor lower scenario

Risk Management

a) Organisation's processes for identifying and assessing
climate-related risks

b) Organisation’s processes for managing climate-related
risks

) How processes for identifying, assessing, and managing
climate-related risks are integrated into the organisation's
overall risk management

Metrics and Targets

a) Metrics used by the organisation to assess climate-related
risks and opportunities in line with its strategy and risk
management process

b) Scope 1, Scope 2 and, if appropriate, Scope 3 greenhouse
gas (GHG) emissions and related risks

¢) Targets used by the organisation to manage climate-
related risks and opportunities and performance against
targets

Annual Report 2023

We believe that we are compliant with TCFD Governance
recommendations. In 2023, building on lessons learnt while
developing our internal climate transition plan, we developed
enhanced governance over green finance and climate
transition planning which will become operational in 2024.

Through undertaking the Climate Biennial Exploratory Scenario
(CBES) and European Banking Authority (EBA) climate stress
tests we already have a good understanding of the risks and
opportunities arising from climate change and the resilience of
our strategy. To increase our consistency with the TCFD
recommendations we intend to develop them furtherin 2024
through our Climate Internal Scenario Analysis (CISA). This is
reflected in our updated climate strategy, which is informed by
the risks and opportunities assessed through our risk
management processes and focuses on four key pillars: Aligning
our portfolios to meet the Paris Agreement goals, supporting our
customers in the green transition, reducing our environmental
impact, and embedding climate in risk management.

Undertaking the CBES and EBA stress tests provided a good
platform towards understanding the risks from climate change
and this was strengthened in 2022 and 2023 through the
development of our CISA capability.

CISA capability, alongside our client engagement process and
internal climate transition plan, provides the basis for identifying
of the climate risks and opportunities, which inform our strategy.

In 2023, we made progress in assessing our Scope 3 financed
emissions. Our disclosures now include finance emissions from
our mortgages and auto finance portfolios. To increase our
consistency with TCFD recommendations in 2024, we intend to
further assess and embed our Scope 3 financed emissions
analysis and targets.

39-40

41-44,
48

42-44,
45

45,
49-50

46
46,47

46

48-51

51

48

(d), (e). ()

(b, (c)
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Governance
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Climate governance

Our climate ambitions and commitment to
managing climate-related impacts is strategically
important to our business. We have an established
climate governance structure that provides clear
oversight and ownership of our climate strategy
and how we manage climate-related risks. Our
governance model spans all levels of our business;
from Board and Executive level, through our Risk
and SRB functions, to our business divisions,
including Retail & Business Banking (RBB),
Consumer Finance and Corporate & Commercial
Banking (CCB).

Our climate change governance structure
Oversight and management of climate-related
issues are embedded within our governance
structure. The Board, senior management, and
governance fora have visibility of climate-related
issues, review, approve our climate strategy and
oversee its implementation:

- Committees: The roles of Board and Executive
committees, as well as dedicated climate-
related working groups are outlined in this
section

- Key senior management roles: There are
several senior roles with responsibility for
managing climate-related matters, as outlined in
this section

- Risk organisational structure: A three lines of
defence risk model is built into the way we run
our business, including how we manage climate
risk.

Our climate change governance framework is
aligned to Santander UK's wider Governance
structure. Further detail on Board's oversight role in
assessing and managing risks and opportunities
see the Governance section of this Annual Report.

Executive Risk Control Committee

Reputational Risk
Forum

Climate change governance activities in 2023
In 2023, we reviewed the governance fora within
Santander UK HoldCo to ensure that they reflect
the evolving accountability for climate change
across the organisation. As part of this, two new
forums will be created in 2024 to bring
accountability for green finance and transition
planning. We also undertook a full review of our
target operating model for ESG activity and will
implement this updated operating model in 2024.
The following pages set out how Santander UK's
Board, Committees, and working groups oversaw

climate-related risks and opportunities during 2023.

Board Committees

The Board Responsible Banking Committee,
provides Board-level oversight and approval of
climate performance. The committee met nine
times during 2023, climate-related papers were
presented on four occasions. These focused on
climate change decarbonization plans, our updated
climate strategy, TCFD development plans, and our
internal climate transition plan. The Board Audit
Committee discussed the Climate Change
Impairment Update on one occasion.

Executive level committees

Executive level committees provide management-
level oversight, steer and review of ESG
performance. At Executive management level,

the Executive Risk Control Committee (ERCC)
reviewed the planning and outputs of our Climate
Internal Scenario Analysis (CISA) and updates

were provided regarding climate change risk
management. The Senior Management Committee
(SMC) discussed climate-related matters on six
occasions including our climate change
decarbonization plans, our updated climate
strategy, TCFD development plans and our internal
climate transition plan.

Senior Management Committee

Disclosure Committee

ESG Leadership Forum

) ) ESGM
C“\TvitriiihagrgoeuRISk (Chair CRB delegated
ghroup to CCB)

Nature Working Group

SCUK Climate Action and Sustainability Forum
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Green Finance
Meeting
(TBC) - Proposed

Transition Planning
Meeting (CRB) -
Proposed

Forum for Environmental Change

Net Zero Policy Group
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ESG Leadership Forum (ESG LF)

ESG Leadership Forum oversees the coordination of
the SRB strategy. It has the delegated authority to
approve ESG regulatory returns to Banco Santander
(including Pillar 3 ESG assumptions) and ESG
consideration in new products and services. To
reflect the rapid evolution of the climate change
agenda in the banking sector we updated the
Terms of Reference for our ESG Leadership Forum.
It is now chaired by the Head of Sustainability and
Responsible Banking and meets monthly. In 2023,
it met twelve times and climate-related matters
were presented in all meetings. These topics
included our Pillar 3 updates, Green Dashboard, our
updated climate strategy, internal climate
transition plan, climate change risk, green finance
customer propositions, Taskforce for Green Finance
and ESG Data Programme.

Climate finance working groups

The purpose of the various climate finance working
groups is to oversee the development and
implementation of the SRB strategy, with a focus
on the climate strategy. They ensure material
climate-related risks and opportunities are
adequately addressed across Santander UK. The
working groups in place in 2023 were:

7. SCUK Climate Action and Sustainability Forum:
Discusses sustainability-related matters for our
Consumer Finance business.

2. Net Zero Policy Group: Meets quarterly to co-
ordinate Santander UK's policy positions and asks in
relation to Sustainability. The group updates
internal stakeholders on Government and
regulatory initiatives. It also maintains the net zero
briefing document, which is used to inform
Santander stakeholders ahead of external
meetings.

3. Forum For Environmental Change (FFEC):
Oversees environmental matters on Santander UK
plc property, covering ISO14007 environmental
management system, performance, and
communication to staff.

4. Nature Working Group: A forum to discuss
Santander UK's approach to mitigating nature-
related impacts.

5. Climate Change Risk Working Group: Oversees
climate risk management in credit, liquidity, market
and operational risk.
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Approved governance structure for 2024

In 2023, we reviewed our ESG governance framework resulting in the simplified structure shown below:

Sustainability Governance

Level 1

Senior
leadership '_

P

ESG Finance Review

Meeting
Level 2

Review of all ESG data
and reporting prior to

Bank-wid

divisional & b
input and use propositions, lending,
delivery and campaigns inc.

greenwashing risk

Risk organisational structure

As described in the Risk review section of this
Annual Report, we use the three lines of defence
model to manage risk. Climate risk is considered
through risk types as a transversal risk. Our
Business Units, Business Support Units and Risk

Control Units consider the impact of environmental

and climate-related risks on our existing business
risks in the medium and long term. Business Units
are responsible for any climate-related risk

identified in their business area. Business Support

Units give specialist support to business units in risk

management. For climate-related risks, the
Business Support Units include SRB, Technology

and Operations, and Finance. The Risk Control Units

report their climate-related risks through the
Environmental, Social, and Climate Change (ESCC)
Risk team through to the CRO, and across the key
risk types covering Credit, Liquidity, Pension,
Capital, Operational, Reputational, Conduct and
Regulatory, and Legal risks. Internal Audit plays a
key role in the governance of our SRB and climate
strategy by providing assurance across a wide
range of related topics. Internal Audit is developing
an ESG audit strategy to provide line three
assurance.

SMF accountabilities

The CEO oversees the development and delivery of

Santander UK's SRB strategy ensuring alignment
with the strategic blueprint and successfully
embedding the strategy throughout the
organisation. The CEO is assisted with this by:

- The Director of Communications and
Responsible Banking is responsible for the
overall development and delivery of our SRB
strategy, including the climate strategy and
internal climate transition plan.

- The four pillars of the climate strategy are each
owned and delivered by the ExCo members
accountable for these areas.

Annual Report 2023

ESG Meeting

Assesses ESG-related
customer products and

Environmental, Social,
and Climate Change Risk

ESG Leadership Forum

ESG Data Programme

Green Finance
Taskforce

Transition Planning
Meeting

Oversees climate
strategy and internal
climate transition plan
including workplan
delivery

Oversees Green Finance
(GF) delivery reporting
into One Europe GF
team

For progress on our climate strategy and internal

climate transition plan:

- Individual business heads (CCB, RBB, and SCUK)
are responsible for decarbonising portfolios and
exploring green finance opportunities.

- The COQ is responsible for reducing Santander
UK's own operational footprint.

- The CRO is responsible for integrating climate
risks and adhering to regulatory and supervisory
expectations.

Line 2

Line 1

HR

Technology and Data

Procurement and TPRM

Property

ccB
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First line of defence:

- |dentifies, assesses, manages, and monitors
climate change risks

— Ensures that the organisation is adequately
resourced and receives relevant training related
to climate change, in conjunction with the CRO

— Oversees the climate reporting framework,
including targets and metrics and assisted by the
CFO on external reporting and disclosures
including auditing and assurance

— Ensures effective governance and controls are in
place for climate reporting across Santander UK.

Second line of defence:

— Runs climate change implementation plan
ensuring compliance with SMF accountabilities

— Develops centralised climate change risk report
and associated management information

- Develops business-configurable climate
scenarios, which will feed into stress testing and
other processes

— Updates policies and procedures in response to
climate risk and maintains accountability for risk
control

— Monitors key indicators for climate-related risks
and opportunities

- Executes climate stress tests for Retail and
Corporate portfolios; reports scenario outputs.

Third line of defence:

Assesses the efficiency and effectiveness of
processes and systems, compliance with regulation
and supervisory requirements, and the reliability
and integrity of financial and operational climate
reporting.

Risk and Compliance

Sustainability and Responsible Banking

CFO / Strategy

Comms and Marketing

Governance and Controls

Legal

Business Units

RBB Consumer Finance
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Strategy

Our ambition is to be net zero by 2050

Banco Santander's overarching ambition is to
become net zero by 2050. At Santander UK, we are
fully aligned to this ambition. We aim to be net zero
by 2050 as we support all our customers transition
to a low-carbon economy and drive inclusive and
sustainable growth. Our updated climate strategy
reflects this ambition and aligns with the Banco
Santander's four pillar framework.

The key changes made to the strategy in 2023 are:

- Moving portfolio decarbonisation into a
standalone strategic pillar. This allows us to
prioritise our focus on initiatives targeting
portfolio decarbonisation and aligning with the
Paris Agreements goals. A key component of
developing this pillar was modelling
decarbonisation pathways for our key lending
portfolios. We intend to refine our approach in
the coming years.

Santander UK’s climate strategy

Shareholder
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— Assigning a responsible ExCo member for each
pillar to ensure that our climate ambition is
embedded in business planning, commercial
strategies, and capacity management.

— Simplifying our key enablers focusing on climate
data, external partnerships, climate-related
industry affiliations, and transparent
communication and disclosure of our climate
ambitions internally and externally.

Meet regulatory requirements and contribute towards Banco Santander group ambitions to be net zero by 2050

Aligning our portfolios to meet
Paris Agreement goals

Decarbonise portfolios to
contribute to limiting global
temperature increase to 1.5°C

Supporting our customers in
the green transition

Help our customers transition
to a low-carbon economy

Communication and

Data and systems

Internal climate transition plan

In 2023, we completed the first iteration of our
internal climate transition plan. The analysis
covered ScopeT, Scope 2, and Scope 3 business
travel and most assets on our balance sheet under
Scope 3 financed emissions.

The internal climate transition plan work is aligned
to the recommendations of the Transition Plan
Taskforce (TPT) and Glasgow Financial Alliance for
Net Zero (GFANZ) and represents a material step
forward in our understanding and capability.

disclosures

Partnerships

The plan identifies the quality of data we have used
in the assessment, the actions within our control,
those we can influence, and those we are reliant on
but can only monitor. It reviews how achievable net
zero ambitions may be under the current
environment. The work undertaken on our internal
climate transition plan will inform how we deliver
our refreshed climate strategy over the coming
years. A key output was an action plan for 2024
focusing on the areas we still feel we need to
enhance to improve the reliability of the analysis
undertaken. Delivery of this is a key organizational
focus and we intend to iterate this internally over
2024 to further develop our climate transition plan.

Reducing our
environmental impact

Become net zero in our own
operational footprint

Policy engagement

Embedding climate in
risk management

Integrate climate-related risks
and adhere to regulatory and
supervisory expectations

People and skills

Progress within our climate strategy in 2023
To achieve our strategy, we are continuously
working on new customer propositions and
external engagement. In the last few years, we
have made significant progress and achieved
important milestones that demonstrate how our
climate strategy is implemented in practice. This
includes setting internal metrics and targets to
track our performance and inform strategic
decisions. The response to climate changeis a
continually evolving agenda and in response we
will continue this work and further evolve our
strategy in the coming years.

Summary of our net zero by 2050 transition roadmap

Founding member of GFANZ and NZBA

Removed unnecessary single-use plastic

Achieved carbon
neutrality in our

q 1 2
operations sources

1.7 million customers moved

Sourced 100% of electricity
from certified renewable

Updated and approved climate strategy; developed internal climate transition plan

Moved into our new BREEAM-rated head office, Unity Place

Execution of Raise or
internal facilitate
climate £20bn of
stress testing green
modelling finance

to paper-free communications
between 2022-2023

Ambition to
achieve net zero

Carbon neutral
in our own
operations
(Scope 1and 2)

; Santander UK plc has been carbon neutral every year since 2020 through the procurement of certified voluntary carbon credits.
100% REGO-certified renewable electricity sourced for Santander UK plc. Santander Financial Services plc, which is included in this report, is sourcing non-renewable electricity and
represents 0.5% of Santander UK's total electricity consumption in 2023.
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Climate-related risks and opportunities

The impacts of climate change present a range of
risks to our business. However, there has been
immaterial impact in the current FY23 financials.
Our response to climate change, however, also
offers real opportunities for Santander UK, our
clients, and how we operate.

Climate-related risks

Identifying, assessing, and managing our climate
risks is a key part of our climate strategy. The
complexity of climate change translates into a
diverse range of risks. The fourth pillar of our
climate strategy addresses these risks. We assess
our exposure to climate-related risk and establish
processes to manage and respond to them. Our
systems provide data inputs for our strategic and
financial decision making. We are also building our
capability to test the resilience of our business
strategy and business against climate risks and
their impacts.

Physical risks

These result from the direct impacts of climate
change such as increasing severity and frequency of
extreme weather events. They can be acute (event-
driven) or chronic. Chronic risks tend to materialise
in the medium-to-longer term due to progressive
climate shifts:

— Acute physical risks include more severe natural
disasters. These include coastal floods, droughts,
heatwaves, subsidence, heavy precipitation,
floods, landslides, hurricanes/cyclones, storm
surges, water scarcity and stress, and wildfires

- Chronic physical risks include weather pattern
shifts, extreme precipitation, higher average
temperatures, chronic heatwaves, and higher
sea levels.

Physical risks can have economic impacts:

- Lower revenues owing to transport problems,
supply chain disruption, and other impacts that
strain production

- Lower revenues and higher costs linked to
workers' health, safety, absenteeism, and other
workforce-related problems

— Write-offs and early retirement of assets due to
property damage and high-risk locations

Physical risks

Leading to more severe natural disasters such as higher sea levels, higher
temperatures, and extreme flooding storms or heatwaves

Falling house prices

Falling equity and bond prices

- Higher operating costs, for example from
inadequate water supply for hydroelectric plants
or to cool nuclear and fossil fuel plants

- Wind pattern shifts that reduce energy
production from wind farms

- Higher capital costs, for example from damage
to facilities

- Lower revenues from declining sales.

Transition risks

These relate to the process of adjustment towards
a low-carbon economy. They arise from
policymaking, technology, market sentiment, and
reputation changes in response to climate change:

— Government policymaking and action can give
rise to higher operating costs for carbon
intensive customers. Policies can introduce
enhanced reporting obligations, especially on
emissions and green taxonomy disclosures

— Possible prudential treatment for high carbon-
related exposures, which could also raise
financing costs for customers. These impacts
appear in the short-to-medium term

— Technological advances, such as in renewable
energy, energy storage products, and energy
efficiency could render companies' systems
obsolete. This could make them less competitive
in the medium-to-long term

— Market sentiment can have an impact on supply
and demand in the medium-to-long term. This
could come from changes in customer
preferences, companies' sales mix, energy
pricing, and asset revaluation

— Reputation impacts can lead to a sudden drop in
demand for goods and services from discredited
sectors or companies.

Climate change impact on financial planning and
financial performance

Itis important to understand the risks and
opportunities to our balance sheet from climate
change. We undertake climate scenario modelling
to better understand these potential impacts on
our business portfolios. This helps with devising
actions that can mitigate these risks. Potential
climate-related impacts that have been identified
to date are listed here, while further work is under
way to determine a more comprehensive List:

Write-downs of carbon-intensive

Credit losses and capital requirements

Annual Report 2023

assets
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Falling equity and bond prices
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- Impact of changing economics on house prices
and mortgage repayments

— Possible consequences of policies that promote
rapid transition and will require retrofits and
upgrades to improve energy efficiency. We also
consider if grants may be available to support
our customers with upgrade costs

— The impact on affordability and associated
household costs from increasing energy costs.
We consider customers whose properties have
potentially lower EPC scores and associated
higher energy costs

— Sectoral analysis of the impact of transition for
our CCB customers. This includes EPC
improvements of commercial properties, moving
to renewable energy sources, reducing Scope
1-3 emissions, or progressing sustainability
plans.

— Direct impacts on our customers as a result of
the occurrence of climate-related physical risks

The resilience of our climate strategy

Our strategic approach not only reviews climate-
related risks and opportunities. It also assesses our
resilience to climate-related risk.

Having taken part in the Bank of England (BoE)
Climate Biennial Exploratory Scenario (CBES) in
2021/22 and the European Central Bank (ECB)
climate stress test in 2022, we identified the need
to develop targeted in-house scenario analysis
capability. In response, we developed our Climate
Internal Scenario Analysis (CISA). This delivered
short-term assessments of our balance sheet
exposures to transition risk (2022) and physical
risks (2023). We have been developing this
capability in order to run wider transition and
physical risk scenarios across longer-term horizons
in 2024 and beyond.

To test our climate strategy resilience and identify
opportunities to help our customers on their
transition to net zero, our CISA capability will
combine with our climate risk assessment model
(CRAM) and internal climate transition plan. This
will provide a platform for robust risk management
and targeted decarbonisation planning.

Transition risks

Shifts in consumer behaviours and preferences, policy changes affecting
energy efficiency and technological advances

Supply chain disruption

Market and liquidity risk
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Climate-related risks over the short, medium, and long term
The table below outlines potential impacts from the physical and transition risks arising from climate change. It includes an initial assessment of how these risks
affect our key business segments over time.

Physical risk
Acute — More frequent and severe climate events such as flooding and - Damage may occur to properties in our retail and ST, MT, LT
drought that could affect our business and customers commercial mortgage books, reducing collateral values
— Extreme events that could cause damage to our sites. (low)
. ) . - Santander UK-owned property, or third-party supplier
Chronic = Changes in weather pa_ttems ar_]d_ stablll_ty of local ecosystems impacts could impact customer servicing (low). LT
affecting food production and living environments and
impacting customers whose operations are exposed to
vulnerable ecosystems
- Rising temperatures affecting working conditions, living
conditions, and local infrastructure
- Rising sea levels affecting local ecosystems and increasing
subsidence and food risks in our financial assets.
Transition risk
Market and - Change in consumer behaviours including deliberate move to - Strategic risk of not keeping pace if consumer ST, MT
customers more sustainable products preferences rapidly move towards more sustainable
— Potential loss of competitive advantage with our green products (low).
product proposition or pricing risks.
Policy making - More demanding policy environment and standards affecting - Strategic risk of a rapid disorderly transition (low) ST, MT, LT
our customers' business operations and customer behaviour - Potential risk of stranded customer assets if minimum
- Increased greenhouse gas emissions pricing to encourage the EPC standards are enforced without government
uptake of renewable energy. transition assistance (medium)
- Dependency on policy making to achieve
decarbonisation of material lending portfolios. Risk of
falling behind if appropriate policies are not
implemented at all or in a timely manner (medium).
Technology and - The need to invest in technology to reduce emissions or - For Consumer Finance, there is a risk that rapid MT
data improve energy efficiency ratings technological obsolescence could result in lower
— Lack of procedures and systems to obtain and store reliable residual vehicle values (low)
data for risk assessments, classification, and disclosure. - All business areas are subject to the risk of investments
being made in green technologies that are rapidly
superseded (low)
— There are operational costs and greenwashing risks
associated with misclassification of green assets and
transition reporting (Low).
Regulatory - Increasingly demanding banking regulation (for example, - Santander UK, as a subsidiary of Banco Santander, ST, MT
pressure disclosure, stress testing, taxonomies) and increasing is exposed to a risk of divergence in regulators
complexity and/or inconsistency with a scope required where expectation given differences in climate-related
data is not available or reliable definitions (low)
- Inefficiencies as consequence of different climate regulations - Higher operating costs may be incurred as a result
from various jurisdictions. of multiple and conflicting regulatory reporting
requirements (low).
Reputational - Risk of slow or lack of sufficient reaction impacting reputation - Increased customer and regulatory scrutiny due to ST, MT, LT
— Increased scrutiny from different stakeholders (for example, changing public opinion and increased regulation, which
supervisors, regulators, media, NGOs, investors) we are perceived as not to be meeting, sufficiently
- Perceived to not be meeting, sufficiently progressing with, or progressing, or providing transparency on climate-
providing transparency on climate-related commitments related commitments (low).

(greenwashing)

- Liability implications as an intermediary in several value chains
(for example, data, products, financial services)

- Reputational impact from potential misalignment of
emissions reduction commitments with performance in
specific portfolios.

ST - short term: 0-3 years, MT - medium term: 3-5 years, LT - long term: 5-30 years

Business impact (low, medium, high): the scale of potential loss in terms of profitability/revenues, diminishing value of collateral/assets, or occurrence of increased
potential costs that Santander UK could face for climate-related risks.
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2023 ..--- Shortterm -.--- 2025 --.-- Mediumterm ----- 2030 -.--- Longterm ----- 2050

Residential mortgages

Raise and facilitate £20bn of green finance across R&CB and
Consumer Finance

Green mortgages: Increase balance sheet and funding requirement and reduce relative exposure to energy inefficient properties

. Financing of retrofitting activities: grow the number of properties rated as energy efficient
Test and learn propositions:

- Discount on smart heating controls

— Providing a new route into solar panels and batteries for our
customers

— Help customers understand their EPCs and provide a route
into retrofit coordination

Piloting whole-house residential retrofitting
projects

Collaboration with third parties to deliver energy
efficiencies for customers

Auto finance

Financing to enable the shift to electric vehicles (EVs): Support financed emissions reductions

Additional EV-related finance products (for example home charger finance): Support the transition to greener vehicles,
establish new, or build on existing, relationships with charging providers or EV-specific service providers

Establish new partnerships, such as with EV manufacturers or manufacturers with strong electrification
commitments:

For example, partnerships with BYD UK and Fisker, an electric-only vehicle manufacturer to deliver affordable finance
options across its fast-expanding range of EVs

Corporate & Commercial Banking

Supporting clients in the just transition and circular economy. Eliminate carbon-intensive lending activities to support the green transition
Increase in volume of green lending and sustainable-linked financing to:

—Wind, solar, and renewable energy

- EV charging infrastructure

— Battery storage systems
- Social housing

Operational opportunities

Deliver 2025 property strategy Develop 2030 property strategy to deliver on
2030 net zero ambition

Scopes 1and 2: Reduce emissions in our properties, operations, and company cars:
— Work further to reduce our carbon emissions in our properties

— Transfer a majority of our activities to our new headquarters in Milton Keynes

— Retain ISO14007 and ISO50001 management systems

Supply chain management: Enrol more suppliers to Ecovadis engage with SME suppliers for their net zero transition

Employee-based campaigning on green practices

Policy and research

Active engagement: Campaigning on key policies that will change consumer behaviour
Partnership with Better Homes Alliance

Campaigning for green stamp duty rebate

Convening stakeholder roundtables with policymakers and Government Ministers
Buying into green homes revolution report: research into

consumer attitudes to building decarbonisation and feeding this

back to policymakers

Working with external partners to deliver our internal climate transition plan

Understanding customer needs for sustainable financial products

Understanding barriers faced by customers for retrofitting properties
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Climate stress testing and scenario analysis

In the past few years Santander UK has taken part
in both the BoE's CBES and the ECB climate stress
tests. These exercises demonstrated a need to
develop our in-house climate stress testing
capability, leading to the development of our
Climate Internal Scenario Analysis (CISA)
programme.

2022 Transition Risk Assessment

This exercise qualitatively explored the threats
posed by three transition scenarios detailed in the
table below. The most immediate and plausible
(the accelerated disorderly transition) was assessed
quantitatively though our existing credit stress test
models.

From a qualitative perspective the exercise
demonstrated that financial losses would arise in
each scenario, and it is likely that some of these
risks would extend beyond the five-year horizon.
However, we consider that all identified risks and
challenges are manageable through our regular
business planning process, where climate risk is
factored into decision making.

From a quantitative perspective, under an
accelerated transition, Santander UK would incur
c.£7.2bn of losses over five years. The majority of
these losses are attributable to the economics of
the scenario, and so would be captured by the
normal IFRS 9 ECL process if such a scenario arose.
Aside from the economic drivers, ¢.£130m of losses
were directly attributable to climate transition
risks. When annualised over the five-year
timeframe this is considered immaterial.

This was re-affirmed this year using existing
impairment models for 2023 and generating a
similar impact across the life of the loans. As a
consequence, the lifetime losses fall within the
range of our expected credit losses (ECL) scenarios
and therefore no incremental provisions have been
recognised in financial statements.

2022 Transition Risk Assessment scenarios
CISA scenario

Accelerated transition

Scenario characteristics

As a result, we concluded that the balance sheet is
not materially exposed to short-term transition risk
and we do not consider it necessary to make
additional provisions or hold additional capital.

2023 Physical Risk Assessment

During CISA 2023, we performed an assessment of
the physical risks in the UK and the potential for
direct impacts on Santander UK if these risks
manifest.

The assessment was based on a literature review of
the most recent evidence and a physical risk
assessment of residential property collaterals
performed by our partner, Landmark.

Under optimistic UN climate scenarios where fossil
fuel use is reduced to nearly zero, the UK's mean
temperature could rise by between 1°C and 3°C by
2050. This may increase winter precipitation by
10-30% and cause summers to be 20-40% drier.
Resulting damage from floods, droughts, wildfires,
and storms will become more severe and frequent.
Sea levels will likely rise by 10-30cm and combined
with higher storm- and tidal-surges will threaten
coastal defences and exacerbate coastal erosion.
Subsidence will likely increase by 200-300% due to
weather induced shrinkage and swelling in
substrates.

Our assessment of these acute risks on our
residential mortgage collateral, which covers 85%
of our loan book, shows that we are not materially
exposed to expected physical climate risks. This is
because we are not geographically concentrated in
high-risk areas and losses as a result of defaulted
mortgages are low. We also have a relatively low
average loan-to-value.

Similarly, with our unsecured retail and corporate
loans, we are not concentrated in specific sectors or
geographies. Our conclusion is that we do not need
to take immediate action to mitigate for future
acute climate events based on findings from our
research.
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These assessments considered the impact of
discrete and direct events. But physical climate risk
will likely manifest with multiple simultaneous and
combined events disrupting entire value chains,
and spanning local and global economies. To
capture this interconnectedness, we are developing
more sophisticated modelling capability through
our CISA development programme.

CISA development programme

The CISA development programme has been
designed in three phases. Phase one was
completed in Q3 2023 and established the
ambition for inputs and modelling capabilities. It
also set out our SMC-agreed strategy for delivering
robust and meaningful stress testing to underpin
our risk management, climate product strategy,
and decarbonisation planning.

Phase two was completed in Q4 2023. It identified
the required data and infrastructure suppliers,
resource needs, and requirements for model build
and validation.

The new CISA model will:

— Explore scenarios that reflect a range of climate
outcomes, covering shorter- and longer-term
(30-year) horizons and reflect physical and
transition risks

— Allow for sectoral and geographic sensitivities,
along with insurance sensitivities that can
influence the findings

— Consider a wider range of physical perils,
impacts on house prices, and affordability
reflecting higher EPC upgrade, insurance
premiums, and energy costs.

Phase three involves the delivery of the new
climate stress test models into our business-as-
usual stress testing framework for annual climate
stress testing.

- Immediate and disorderly transition where geopolitical tension creates uncertainty over global energy market supply chains

— This creates an emphasis on domestic energy security where the government funds an accelerated transition to renewable energy
supplies. For example, grants to assist with a mass rollout of electric heat pumps, electric vehicles and renewable energy sources,

such as offshore wind.

Cost-sensitive transition

— A steady-state scenario where real income growth continues its weak trend and energy transition continues in a cost sensitive way
- Stable energy markets and cheaper wholesale prices keep gas in the energy mix

— Private investment is expected to provide the bulk of funding, with the government reluctant to directly pass-on infrastructure
investment costs to the public.

De-prioritised transition

— Energy transition becomes more expensive due to geopolitical fragmentation and superpower competition

— Climate action is de-prioritised until 2030, permanently slowing transition in Europe.
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Risk Management

The risks associated with climate and
environmental change are key issues for Santander
UK and our stakeholders. We are focused on
effective climate risk management and regularly
review the top risks that could affect our business,
customers, and shareholders. Climate risk is
considered as one of the principal risks to our
business.

Risks related to climate change are monitored at
the Board Risk Committee and Executive Risk
Control Committee. The risk team is also present at
ESG Leadership meetings to discuss these risks. Our
top risks in 2023 are summarised in the Risk
management overview in this report and covered in
detail in the Risk review.

Impact of climate risk on our key risk types
Although climate risk can affect all risk types, the
main risk types impacted within Santander UK are:

Credit risk

Certain sectors will be affected more than others by
climate risk. Some sectors may be affected by
transition risks such as transport, and others will be
more affected by physical risk. Physical climate
risks may give rise to credit losses if weather-
related events affect customers' ability to repay
their debts. Collateral values could also be affected
as a result of damage to physical assets. Transition
risks include changes in Government policy related
to residential homes and property value. For
example, closing the Flood Re Scheme impacts
homeowners, who have been flooded or are in high
flood risk areas, and their ability to get flood
insurance for their homes.

Operational risk and resilience

Climate change has a clear impact on operational
risk. Extreme weather may force closures or
damage to our offices, data centres, and branches.
It could damage services provided by our suppliers
which may affect our ability to operate.

Reputational risk

Reputational risks linked to climate change may
arise from our own business activities, from failing
to meet sustainability targets, or by failing to
deliver for our customers.

Our UK risk management framework

Business strategy

We are also mindful of the counterparties that we
lend to and ensure that potential green lending
does not undermine the positive efforts of the
climate change agenda elsewhere. Reputational
risk may also arise from incorrectly classifying and
reporting assets as green or sustainable or
perceived to not be meeting, sufficiently
progressing with, or providing transparency on
climate-related commitments (greenwashing).

Pension risk

Climate change may present long-term risks to the
value and security of pension scheme investments.
There is arisk that investment of funds could be
made without considering climate-related risks as
our schemes are managed by trustees.

Liquidity risk

Climate risk may result in increased withdrawals of
deposits. This could be a result of acute physical
hazard or negative customer sentiment arising
from a reputational event.

Our UK climate change risk taxonomy

This is a qualitative classification of our portfolios’
potential exposure to climate risks. It gives us a
common language and method for portfolio
holders and decision makers to support their
climate-related decisions. The taxonomy assigns
corporate sectors a risk rating on a five-point scale
for physical and transition climate change risks. In
collaboration with our parent, Banco Santander,
and our credit experts, we have validated our sector
ratings during 2023. This will ensure we are able to
identify high-risk, high-materiality assets or
segments that require deeper investigation and
more thorough analysis. It will allow a continued
focus on sectors with the greatest opportunities to
move towards a decarbonised economy.

Our climate risk operating model

Our SRB and ESCC Risk teams act as centres of
excellence. These teams are responsible for
integrating climate change considerations into the
business across the first and second lines of
defence. The SRB team leads the ESG Leadership
Forum, which is responsible for implementing our
strategy around ESG. The team works with our
businesses on calculating financed emissions,
setting decarbonisation targets, and developing our
internal climate transition plan.

Shareholder
information

Financial
statements

The ESCC Risk team reviews the impact of our net-
zero-aligned commercial strategies and transition
plans on our overall risk position and credit risk.
This oversight ensures that the results of CISA and
CRAM feed into our internal climate transition plan
in order to deliver our climate strategy and
decarbonisation goals.

The ESCC Risk team reports the risk status through
the ESG Leadership Forum, informed by our
Climate Stress Test Steering Committee and ad hoc
Climate Risk Working Groups. Through this
governance we also embed our Climate Change
Risk policy and ESCC Risk Management policy,
whilst embedding compliance with the PRA's
climate-related supervisory statement SS3/19.

Managing climate-related risks

To manage the risks associated with climate
change, we have two key policies. Our ESCC Risk
Management policy sets-out the sectors we
consider high-risk from a climate perspective. Our
Climate Change Risk policy outlines the steps that
our risk teams will take to identify, assess, manage,
and report on climate-related risks in our business
and our primary supply chain.

We remain committed to following best practices,
international standards, treaties and, references
and ensure our customers adhere to them where
relevant:

— The Equator Principles

— The standards for social and environmental
performance and the explanatory notes of the
International Finance Corporation (IFC)

— The United Nations Global Compact

— The Universal Declaration of Human Rights

— The International Labour Organisation
Declaration

— The Convention on the Rights of the Child

— The Rio Declaration on Environment

— The United Nations Convention against
Corruption.

We also follow standards specific to activities in the
oil and gas, power generation, and mining and
metals sectors, and those associated with
businesses engaged in soft commodities.

Risk appetite statement

—
Risk management cycle
v
Identification —> Assessment —> Monitoring —>  Mitigation —2  Reporting
Credit + Market < Liquidity * Capital <+ Operational Reputational *  Others
ESG risk factors 2
b4
Risk policies and frameworks
v

Other risk management processes: underwriting, rating, customer engagement, etc.
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Developments in 2023

Climate-related risk appetite

We continue to review our approach to climate
change risk appetite. In 2023 our appetite metrics
aligned to those articulated in our medium-term
score card. Following completion of our internal
climate transition plan a new suite of metrics
aligned to Santander UK's transition is currently in
development. We also intend to use the output of
the CISAin 2024 to inform a review of risk appetite
across our business lines.

Credit risk

In 2023, we launched our Climate Risk Assessment
Model (CRAM) to assess climate-related risk across
corporate and commercial portfolios. This follows
the green dashboard developed in Consumer
Finance in 2022 to monitor the mix of vehicles we
finance based on engine type.

Also in 2023, we have collated information from
around 80% of our Corporate portfolio customers
on their understanding of how climate risks may
impact their businesses.

Climate risk considerations are now part of our
product development processes. Outputs from our
CISA, CRAM, and our internal climate transition plan
will also feed into our credit decision processes.

For our Retail Mortgage portfolio, we have created
a dashboard of key metrics to monitor potential
climate change impacts and climate transition risks
across the mortgage book. These are not
referenced in this report but include metrics such
as the composition of EPC ratings in the Mortgages
portfolio and inflows and outflows of EPC ratings,
differentiating between purchases and
remortgages.
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Operational risk and resilience

The operational risk climate scenarios that were
assessed during CBES have informed our ongoing
resilience programme. This ensures that we have a
sound understanding of the threats our operations
face from climate-related risks. During 2023, we
consolidated our Environmental Operations Policy
Statement within the ESCC Risk Management
policy. This ensures consistency and strengthens
the controls with which we manage the
environmental impacts on our business. Our third-
party supplier engagements have a comprehensive
climate screening programme to ensure they have
considered climate risk within their business
operations.

Liquidity risk

Scenarios where our liquidity is affected have been
tested in 2023 to assess our resilience to both high-
risk physical and transition risk scenarios. We also
tested three further scenarios formulated by Banco
Santander. These scenarios included energy
transition, nuclear disaster, and impacts due to a
change in market perception. These results have
formulated part of the ILAAP submission.

Reputational risk

We continue to review sustainable finance products
and green finance initiatives to ensure any green
labelling is fit for purpose. In addition, the ESG
Meeting is held regularly to review, certify, and
approve the eligibility and consistency components
of all proposed green, social, or sustainable (‘ESG-
labelled') transactions, products, and services. We
collaborate closely with Banco Santander to ensure
we have a consistent approach to classifying ESG-
labelled products across the Banco Santander
group using the Sustainable Finance Classification
System (SFCS).

Shareholder
information
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Pension risk

In 2022, the Santander UK pension scheme
(Scheme) established a Sustainability Committee
and published a TCFD report. Specific
responsibilities for climate-related risks and
opportunities have been agreed to ensure adequate
oversight and management. During 2023, the
Scheme has issued its Responsible Investment
Policy which includes consideration of ESG factors
when making investment decisions.

Third-party risk

Climate considerations have been incorporated into
our onboarding process for third-party suppliers.
We have partnered with a sustainability ratings
provider to measure the quality of a potential
supplier's sustainability management system
through its policies, actions, and results.

Climate risks in our
pension scheme

The Santander (UK) Group Pension Scheme
Trustees are responsible for managing
climate risk relating to pension fund
investments. A dedicated Sustainability
Committee oversees the Scheme's
sustainability strategy and is responsible for
ensuring the Scheme meets its net zero
carbon target by 2050. In 2023, the
Sustainability Committee agreed on an
updated framework for identifying and
implementing practical steps to achieve its
net zero carbon target and incorporated
further information on climate risks and
opportunities. The Scheme is working to
further support its target to have 60% of the
companies in its portfolios having credible
targets that align to the Paris Agreement by
2030.
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Metrics and targets
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Our updated climate strategy reflects our ambition and sets out medium-term metrics and targets. Metrics and targets help us monitor our performance, drive
additional climate action, and communicate our progress. Some of our climate targets form part of our SRB medium-term scorecard and are presented in the table
below. In 2023, we started a review of our public commitments in line with the revised structure of our SRB strategy ensuring consolidation of our key focus areas.
We will continue this work into 2024 and provide an update on our new public targets in 2024. We are working to refine our climate-related targets and focus on
impact and actions that we can influence. We expect these targets to expand in the next few years as our climate initiatives are accelerated.

Santander UK medium-term climate change targets and 2023 performance

Climate strategy pillar: Supporting our customers in the green transition

Metric Performance 2025 Climate-related risk or opportunity  Looking ahead
Target
Cumulative
gUE since 2021
1 Volume of green £2.8bn £13.3bn £20bn This target reflects our ambition to finance ~ Status: B

finance raised and
facilitated'

2 Number of customers 32,000 customers 105,000
supported with
products and services
in their transition to net

2
Zero

Climate strategy pillar: Reducing our environmental impact

customers

green assets and activities. It illustrates the
opportunity to provide leading green
finance products to support our customers
in developing climate-resilient business
models.

This target considers the impact our green
lending has in supporting customers with
their own transition.

Metric 2023 Reduction Climate-related risk or opportunity
Performance since 2021
3 Achieve net zeroinour 5438tCO.e g 4.5)%3 Improving operational sustainability

own operations by
2030

[ Initiative is on track & Initiative is to be accelerated

performance will limit the footprint of
our own operations while potentially

In Mortgages, we are looking to expand our
green finance proposition to support existing
and new customers in decarbonising their
homes. We are developing new partnership
propositions which will launch in 2024 and aim
to give customers links to the supply chain and
retrofit coordination services. In Consumer
Finance, we have recently announced two new
partnerships which support the transition to
greener vehicles. In CCB we are working to
increase the volume of green lending and
sustainable-linked financing.

Status: ©

In Mortgages, we will continue to focus on our
retrofitting strategy and run proof of concept
and pilot projects which aim to make
retrofitting simple and risk-free across the UK.
In CCB, we are working with our clients to help
them assess, understand, and mitigate climate-
related risks.

Looking ahead

Status: 00
We will continue to execute our 2025 property
strategy implementing energy efficiency projects

offering the opportunity to reduce
operational costs.

across the estate. Further work will be
undertaken in 2024 to understand the
requirements for a net zero aligned strategy for
2030.

1 Using Banco Santander's SFCS, green finance includes lending to renewable energy and other green energy financing, mortgages on properties with A- or B-rated EPCs, and financing

for vehicles with emissions of 50g CO2/ km or less

2 Some customers who received the EnergyFact report may be subset of the customers reported under metric 2
3 Reduction in operational market-based emissions (Scope 1, 2, and 3 business travel) since 2021

Metrics

Aligning our portfolios to meet the Paris
Agreement goals

Under Banco Santander's commitment as a
founding member of the NZBA to achieve net zero
by 2050, decarbonisation targets need to be setin
line with reputable and scientifically-recognised
pathways. These defined pathways determine how
much and how fast emissions in each sector or
activity should be reduced in order to achieve the
overarching net zero commitment and to limit
global warming to well below 2°C. Our internal
climate transition plan aims to articulate how we
are approaching the implementation of our climate
strategy by exploring and analysing different
decarbonisation pathways for our portfolios.

Annual Report 2023

In this section we cover the financed emissions
baselines for our mortgages and auto finance
portfolios. We use the Partnership for Carbon
Accounting Financials (PCAF) financed emissions
latest edition methodology for calculating financed
emissions for our material portfolios. We have
been PCAF signatories since 2027 with the aim of
contributing to the ongoing development of its
standards. Our ESG Leadership Forum has
approved the approach to calculating and
attributing financed emissions. In 2023, we
continued to follow this approach for re-
establishing the baseline of financed emissions for
residential mortgages and auto finance. As part of
this, we are disclosing baselines for our mortgage
and auto finance lending which account for 99.8%
and 97% of exposures on these portfolios.

PCAF data quality scores are also provided as a data
confidence indicator. We are working to improve
the quality and collection process for underlying
data over time.

To analyse the decarbonisation pathways of our
portfolios, we consider key enablers and external
and internal levers. These include Government
policy and our own commercial actions, on which
we have different degrees of influence. Our aim is
to integrate the learnings from this process into our
overall business strategy and climate change risk
management cycle, while being conscious of the
challenges associated with obtaining high quality
data.
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Residential mortgages baseline

In 2023, we established the baseline GHG
emissions from our mortgage portfolio at 31
December 2022. This is shown in the table below.
The new baseline allowed us to crystallise the scale
of the change needed to help households on their
journey to net zero. It also helped us identify a
series of internal and external levers needed to
support the transition and reduce the associated
emissions in line with science-based pathways.

Residential mortgages portfolio financed
emissions - 2022 baseline

Exposure covered (£bn) 187.1
Total portfolio (£bn) 187.5
Coverage of portfolio (%) 99.8
PCAF data quality score 33
Baseline emissions 2022 (kgCO,e/m’) 39.7

Auto finance baseline

In 2023, we also established the baseline GHG
emissions from our auto finance portfolio at 31
December 2022. This is shown in the table below.
The new baseline will allow us to explore further
and evaluate different pathways to reduce the
associated emissions. We have considered several
options for partnerships and propositions and we
are undertaking research within our auto finance
portfolio to understand the barriers to EV sales
from a retailer perspective. We aim to develop this
insight and join our efforts with retailers to
potentially deliver long-term improvement.

Auto finance portfolio financed emissions - 2022
baseline

Exposure covered (£bn) 8.3
Total portfolio (£bn) 8.5
Coverage of portfolio (%) 97
PCAF data quality score 3.1
Baseline emissions 2022 (gCO,e/km) 143

Supporting our customers in the green transition
In 2023, progress against our targets was hindered
by external factors such as economic slowdown
and monetary policy. Last year's challenges acted

Raise and Facilitate £20bn of green
finance by 2025

67%
Achieved

Support 180,000 customers in their
transition to net zero

58%
Achieved

Embedding climate in risk management
Corporate & Commercial Banking
Carbon intensive sectors

At Santander UK, we are committed to providing
financial products and services to support business
activities that are environmentally and socially
responsible. Our goal to increase our green finance
lending activities underpins this commitment.

In 2023, our corporate lending exposure to sectors'
that are considered to have severe climate change
impact remained relatively low. The mix of
business by sector was broadly unchanged with
only real estate activities increasing by 3.2

percentage points. This is shown in the table below.
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The ESCC Risk Management policy sets out our
criteria for identifying, assessing, monitoring, and
managing environmental and social risks and other
climate change-related activities. It is fully
integrated within our processes for risk
management and lending decision-making. The
policy prohibits direct new investment in, and/or
providing financial services to, specific projects or
activities across key sectors that are considered
harmful for the environment. It is aligned to and
must be applied in conjunction with Banco
Santander's Sustainability and Human Rights
policies. The policy covers activities in the oil and
gas, power generation, and mining and metals
sectors, and those arising from businesses engaged
in soft commodities. We define fossil fuel exposure
as exposure in operations and companies
associated with extracting, producing, and investing
in fossil fuels.

Consumer Finance

The main consideration for our Consumer Finance
business segment is the phase-out of internal
combustion engine (ICE) vehicles. The UK
government has announced a delay to the ban of
new ICE vehicles. We continue to monitor these
developments as the transition to electric vehicles
may affect the demand for auto loans and the
residual value of automotive vehicles. The SCUK
exposure is transitioning from ICE vehicles to hybrid
and electric ones as shown in the graph below.

Vehicle distribution by fuel type based on gross
balance in the SCUK portfolio

HEV 910/'7%
e
EV 7;/:;)
2022 2023

HEV: Hybrid vehicles, PHEV: Plug-in hybrid electric vehicles,
EV: Battery electric vehicles

as a deterrent for customers, who were hesitant to 2023 202(3 2022 202(b2) % points
take on additional debt, in particular for sustainable £m % fm % change
assets that come with inherent costs. Real estate activities 8,678 50.5 8,469 47 4 3.
) Accommodation and food service activities 1,269 7.4 1,354 7.5 (0.1)
We are working to overcome the current slowdown Wholesale and retail trade” 1,099 6.4 1,341 75 (1.1)
in adoption of green finance products. For example, Construction® 904 5.3 1073 6.0 (0.7)
through collaborations to enhance government Manufacturing® 544 3.2 '752 42 (1.0)
incentives and strategic partnershlps‘ to ral.se Electricity, gas, steam, and air conditioning supply @ 376 2.2 568 15 0.7
customer awareness, mitigate perceived risks, and Information and communication 348 2.0 379 2.1 (0.7)
emphasise the long-term benefits of green assets. Transport and storage(s) 216 13 541 13 o
We use two targets to measure our impact on Agriculture 112 0.7 125 0.7 —
supporting our customers in the green transition. Water supply 88 05 95 O.S -
Progress against them is shown in the following Mining and quarrying(B) 55 03 64 0'4 01)

graphs. More information on these targets can be
found in the medium-term climate change targets
table above. (b)

(1) Includes wholesale and trade of motor vehicles and motorcycles, parts and accessories. (2) includes construction of buildings and civil
engineering activities. (3) includes manufacturing and processing of food products. (4) includes power generation, which comes largely
from renewable sources (5) includes transport by road, rail, and air and passenger transport. (6) includes mining and extraction
activities, of which oil and natural gas extraction is minimal.

(a) Percentage of Santander UK's total credit exposure to non-financial corporates of £17.2bn in 2023.

Percentage of Santander UK's total credit exposure to non-financial corporates of £17.9bn in 2022.

1 We set our classification of carbon-intensive or climate-relevant sectors in line with the EBA's technical standards on prudential disclosures on ESG risks in accordance to Article 449a CRR (Pillar 3), which follows the
Statistical Classification of Economic Activities in the European Community (commonly referred to as NACE for Nomenclature statistique des activités économiques dans la Communauté européenne).
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Retail & Business Banking — Mortgages

In 2023, we continued to expand our
understanding of the impact of climate risks on our
most significant lending activity, the residential
mortgages portfolio. We are monitoring both
physical and transition risks and are working to
embed them into our governance and
management arrangements, scenario analysis, and
financial risk disclosures.

Energy efficiency profile of our residential
mortgage book (transition climate risk)

The UK government has consulted on proposals to
require mortgage lenders to disclose energy
performance across their property portfolios and
on introducing voluntary targets to improve their
portfolios to an average of EPC band C by 2030. We
are continuously monitoring these developments
while we work on initiatives to understand our
customers' green finance needs and help them
decarbonise their homes. You can find out more
about the proof-of-concept partnerships we have
explored in 2023 in the Strategy section of this
report.

In 2023, the percentage of A-C rated energy
efficient properties on our mortgage books
marginally increased to 41% and the overall profile
remained broadly unchanged.

EPC ratings (A-G) for residential mortgages as a
percentage of the total number of mortgages
where an EPC is recorded for 2023 and 2022

0
2022 2023

Note: Sourced from Landmark. Distribution of registered
EPCs. 2023 distribution including modelled EPCs: A:<1%,
B:11%, C:22%, D: 50%, E: 15%, F: 2% and G:<1%

Regional distribution of EPC ratings (A - B) 2023

London 16%
Midlands 22%
North 18%
South East 28%

N. Ireland 1%
Scotland 4%

SW and Wales 12%
Note: Sourced from Landmark. Distribution of registered
EPCs. 2023 distribution including modelled EPCs:

LDN: 16%, ML:21%, NO:18%, SE:28%, NIRE:2%, SCOT:4%,
SWEW:11%
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Flood risk (physical climate risk)

Flooding is one of the most material physical
climate risks to our mortgage portfolio. Working
with postcode-level data we have assessed the
flood risk for every Santander UK mortgage. Flood
risk probability is expressed as a ratio, where a 1in
30-year flood event (1:30) refers to the likelihood
of flooding occurring in a given year. Almost 95% of
properties in our mortgage lending have very low
risk or negligible flooding risk.

As part of our risk management process, we
regularly assess the impact of physical climate risks
on the value of our portfolio. We provide more
details on this in Credit risk in the Risk review of this
Annual Report. There was no material change in
flood risk across the portfolio in 2023.

The figures presented in the table below show the
current annual flood risk for all mortgage accounts
open on 31 December 2023. Flood risk estimates
are based on the likelihood of winter precipitation
exceeding 6mm per day and consider coastal, river,
and pluvial flooding.

Shareholder
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Notes on EPC and flood risk data and assumptions
EPC data for our residential mortgage portfolio are
provided by Landmark who source data from the
central EPC registers for the three UK jurisdictions,
England and Wales, Scotland, and Northern Ireland.
Where a property does not have an actual EPC
rating, Landmark infers energy efficiency using its
own proprietary model or by reference to EPC
ratings in the same postcode area. Reasonable
efforts have been made to ensure such data is
complete, accurate, and materially correct.

Around 73% of the portfolio across all jurisdictions
currently has a registered EPC. EPC data for
England and Wales is currently the highest quality
in terms of its availability and being up-to-date. In
2023, English and Welsh properties represented
91% of our mortgage portfolio. Landmark provides
an estimate of current flood risk and 50-year
forecasts using four climate change scenarios.

Scotland

Northern Ireland
h

High and Med flood risk: 2.1%
EPC rating E-G: 3.7%

South West & Wales

v
High and Med flood risk: 1.0%
EPC rating E-G: 14.1%

South East excl. London

v
High and Med flood risk: 1.0%
EPC rating E-G: 3.5%

North

w
High and Med flood risk: 1.0%
EPC rating E-G: 20.1%

Midlands
- v
High and Med flood risk: 0.6%
EPC rating E-G: 19.0%

London
> — b

-
= High and Med Rlood risk: 1.2%

-
High and Med flood risk: 1.3%
EPC rating E-G: 23.6%

Regional risk exposure

EPC rating E-G: 16.0%

% of properties with high and medium flood risk and properties with EPCs E-G.

Flood risk for residential mortgages

Annual probability band

High: >1:30

Medium: between 1:30 and 1:100

Low: between 1:100 and 1:1,000

Very Low: between 1:1,000 and 1:10,000
Negligible: <1:10,000

Total

2023 2022

Number of o Number of o
properties % properties %
2,858 0.3 2,975 0.2
9,319 9,814 1
49,304 51,778 4
64,359 69,234 6
1,015,858 89 1,084,755 89
1,141,698 100 1,218,556 100
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Reducing our own environmental impact

We have made significant progress with our
operational environmental impact metrics in the
last few years. This includes significant reductions
in energy and waste production. There was
however an increase in water consumption in 2023
due to office occupancy being the highest since
Covid-19. More commentary on the annual trends of
the sustainability metrics presented above can be
found in the ESG supplement.

As per our Streamlined Energy and Carbon
Reporting (SECR) in 2023 (also see the Environment
section of the Strategic Report), we used
93,387,392kWh of energy, compared to the
103,156,234 kWh used in 2022. We emitted
5,438tC0O,e market-based greenhouse gas
emissions, compared to 5,963tCO,e in 2022.

The slightincrease in Scope 2 location-based
emissions is due to the increased UK grid emissions
factor. Our total Scope 1, 2, and 3 emissions for
2023 are set out in the table below:

Absolute emissions per year (tCO,e)

Scope 1 ]
Scope 2
(market-based)
oD 2
(location-based)
Scope 3
(business travel)
- 10,000 20,000
2023 M 2022 2021
2023 2022 2021
Scope 1tCO,e 2,827 4,512 6,074
Scope.Z tCO,e 16211 15624 18,860
(Location-based)
Scope 2 tCOe
(Market-based) 84 53 0
Scope 3tCOe ; 2,527 1398 >89
(Business travel)
Total operational
tCOse’ 5438 5963 6,363
Yoy %' (9)% (6)%

Financed emissions

thousand tCO,e - 2,561 -
(mortgages)

Financed emissions

thousand tCO,e (auto = 1,366 =

finance)

1. Employees that had left Santander UK or were temporarily
absent during each reporting period for 2021-2023 had been
excluded from Scope 3 business travel, but should have been
included. For 2023 we have estimated this exclusion based on
available data. We have made the assumption that the profile
of employees and the nature of the travel has not materially
changed in 2022 and 2021 and we have used the 2023
estimated uplift to restate 2022 and 2021 business travel. This
estimation also impacts the Total CO,e emissions, CO,e
emissions per employee, and year-on-year percentage for
2021-2023. Business travel for the excluded population will be
reviewed as part of planned enhancements for future reporting
periods.

Note: 2021 figures exclude Santander Financial Services plc
emissions, which for 2023 were less than 3% of total
emissions and considered not material to be included in 2021.
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Additional notes on GHG emissions calculations
Boundary

The Scope 1-3 GHG emissions include the activities
and facilities owned and/or under operational
control of Santander UK Group Holdings plc.

Calculation

Scope 1: GHG emissions from oil, gas, direct
transport, and fugitive gas emissions. Consumption
and transport data is extracted from relevant
source systems and records. Data is sourced from
internal systems, including meter readings,
maintenance records, and internal travel systems,
as well as external systems such as bill validation
systems and external supplier invoices. Emissions
calculated for gas, oil, direct travel, and fugitive
gases follow the GHG Protocol Corporate Standard
using the relevant UK Government Department for
Energy Security and Net Zero (DESNZ) conversion
factors and are collated into a total Scope 1
emissions figure. We use billing invoices, meter
readings, mileage claims, and maintenance records
to obtain our consumption data.

Scope 2: GHG emissions from purchased electricity
and electric fleet and company cars. For Santander
UK we use the 'market-based’ approach to quantify
our emissions, meaning we use emissions factors
provided by our electricity suppliers. For our Scope
2 emissions, this reflects the emissions for the
electricity we have purchased via green tariffs
which provide electricity from renewable sources
including biomass and wind generation. The Scope
2 emissions for electricity consumption are
calculated using the relevant UK Government
DESNZ conversion factors and guidance. Emissions
from the electric fleet are calculated using the
Residual Mix from DESNZ Fuel Mix Disclosure. Data
for electricity consumption and travel for electric
fleet and company cars are extracted from relevant
source systems. In 2023, battery electric vehicles
comprised 64% of the total company fleet and
hybrid electric vehicles made up 21%.

Emissions are collated into a total Scope 2
emissions figure. We use billing invoices and
mileage claims for our consumption data.
Electricity purchased by SFS was from conventional
energy sources. We record Scope 2 emissions from
SFS both as location-based and market-based
emissions. We sourced data for SFS electricity
usage from billing invoices. Where data was
delayed for year-end reporting, the average
monthly electricity consumption was used to
project the consumption for the remainder

of the year.
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Scope 3: This includes indirect emissions created
through our value chain that have not been
included in Scope 1 and 2. Our Scope 3 reporting
encompasses the emissions from business travel
(air, road and train). Business travel records are
extracted from relevant internal systems or
provided by the third-party travel admin operator.
The distance in kilometres travelled is converted
into carbon emissions using relevant factors from
UK Government DESNZ and collated into a total
Scope 3 emissions figure. Car figures are based on
engine size, flight figures are based on average
cabin seat class, and for rail they are based on
average cabin seat class. Rail figures are based on
national rail conversion factors. We source data
from mileage claims and third-party travel reports.
Taxi travel is excluded due to the lack of mileage
data.

Extra information: DESNZ emission factors change
each year and, in some cases (such as air travel),
they have increased, meaning that the emissions
have will increased for the same distances travelled
in 2023 compared to 2022.

Additional notes on financed emissions:
Calculations for residential mortgages include the
attribution factor, which is the outstanding amount
of the loan at 31 December for each mortgage
divided by the total property value at origination for
each building, as per PCAF's methodology. Building
emissions (in tCO,e) were provided to Santander
UK by the external data provider, Landmark.
Landmark modelled building emissions associated
with each property in the portfolio. These building
emissions were then multiplied by the attribution
factor, before being grouped together across region
and property type.

For auto finance financed emissions, at 31
December 2022, the vehicle finance portfolio of
SCUK comprised 633,806 individual funded assets
(vehicles). To manage the large dataset provided by
SCUK and account for the different considerations
of vehicle and fuel types, the dataset and
calculation was divided into groups of vehicle type
and fuel type. The attributed financed emissions
and attributed distance were calculated for each
vehicle, then aggregated on vehicle type level. The
sum of financed emissions across all vehicle-types
is then aggregated and divided by the sum of
attributed distances to determine the financed
emissions intensity of the portfolio. Data from
external providers are used for estimating the
emission factors for each vehicle type and fuel type.
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Governance at a glance

Governance at a glance

Santander UK Group Holdings plc Board

Executive level committees

Due to the overlap in Board membership, the Santander UK Group Holdings plc and Santander UK plc Board and Board Committees meet substantively
simultaneously. As such, this report details the governance arrangements, practices and activities of both Santander UK Group Holdings plc's and Santander UK
plc's Boards (the Boards) and Board Committees. The Santander UK plc Board and Board Committees also met independently from the Santander UK Group
Holdings plc Board and Board Committees twice in 2023.

1 June 31 August 1 September 27 September 30 September 15 December
Michelle Hinchliffeand ~ Antonio Simoes Pedro Castro e Duke Dayal resigned Chris Jones Annemarie Durbin
José Maria Roldan resigned Almeida appointed resigned resigned
appointed

Independent Non-Executive Director Non-Executive Director Executive Director “Santander UK plconly

The UK Corporate Governance Code 2018 (the Code) sets out the framework for premium listed companies in the UK. Although the Company does not have
premium listed shares on the London Stock Exchange, compliance with the Code is appropriate for a Company of our size and systemic importance to the UK
economy. This Governance section details how the Company has applied and complied with the principles and provisions of the Code. Any principles and
provisions of the Code that are not complied with are explained in the Directors' Report.

Board Leadership and Company  Division of Responsibilities Audit Risk and Internal Control
PUI’pOSG The role and responsibilities of the Board Audit Committee Report — pages 65 to 69

Our strategic priorities — pages 14 to 15 =[EgE 2 Principal Risks — page 19

Our performance & KPIs — pages 16 to 17 Committee reports — pages 60 to 72 Risk Committee Report — pages 62 to 64

Our Board & governance structure - page 54 Board & Board Committee attendance - page 57 Going concern & viability - pages 68, 82 and 83
Culture - pages 29 and 54 to 55

$172: Stakeholder Voice - pages 31 to 32 Composition, Succession & Remuneration

Workforce engagement — pages 54 to 55 Evaluation Directors Remuneration Report — pages 71 to 72

Board composition — page 55
Board succession - pages 58 and 60 to 61
Board and Committee effectiveness — page 59

Nomination & Governance Committee report —
pages 60 to 61
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Chair's report on corporate governance

Our Board and governance structure
Maintaining high standards of corporate
governance is an essential element to ensure the
long-term sustainable success of the Company. In
addition to the Code (the standard against which
we measure ourselves), we also have internal
governance practices and rules, principally:

— The UK Group Framework, which defines clearly
our responsibilities and relationship with Banco
Santander SA, our shareholder, taking account of
our fiduciary and regulatory responsibilities. This
gives us the autonomy to discharge our
responsibilities in the UK in line with best
practice as an independent board while giving
Banco Santander SA the oversight it needs.
Clarity of roles and responsibilities is key to
ensuring proper accountability for decisions and
outcomes.

— The Corporate Governance Framework (CGF),
which is designed to assist the Boards of
Directors in discharging their responsibilities and
ensuring an appropriate degree of delegation
throughout the Santander UK group.

We review the CGF regularly to confirm that
governance arrangements remain effective and
appropriate. The corporate governance structure is
supported by the internal control and risk
management systems. An important principle,
applied throughout the CGF, is that delegation of
executive authority is to individual office holders,
who may delegate aspects of their authority to
others, as appropriate. Executive level committees
have been established to support individuals in
discharging their responsibilities.

Santander UK group structure and ring-fencing
governance arrangements

The substantive business of the Santander UK
group continues to be conducted by Santander UK
plc, our principal ring-fenced bank (RFB). Ring-
fenced banks operate within governance rules
defined and overseen by the PRA who granted
Santander UK plc certain ring-fencing governance
rule modifications, recognising our ownership
structure and chosen ring-fencing business model.
With effect from 1 January 2024, the PRA approved
a number of revisions to our ring-fencing rule
modifications which simplify our governance
arrangements, including the ability to have
common Santander UK Group Holdings plc and
Santander UK plc Board and Board Committee
memberships, subject to various safeguards. As
such, Mark Lewis, Dirk Marzluf and Nicky Morgan
were appointed to the Board of Santander UK
Group Holdings plc, with a number of changes to
Board Committee composition to ensure complete
alignment with Santander UK plc. One of the
safeguards agreed is that if a conflict matter (as
defined by the PRA) were to arise between the two
companies, three INEDs holding PRA senior
management functions (SMF) will have veto rights
on Board decisions. These three SMF INEDs are
Nicky Morgan, Mark Lewis and Ed Giera. Nicky
Morgan will chair the RFB Board meeting in the
event of a conflict matter decision.
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The role and responsibilities of the Board

The Boards are collectively responsible for
promoting the success of Santander UK for the
benefit of its stakeholders, taking into account the
likely impact of our decisions in the long-term, as
well as balancing the interests of our other
stakeholders and our contribution to wider society.
Our section 172: Stakeholder Voice statement in
the Strategic Report explains how we have engaged
with our stakeholders during the year.

The key decisions and matters reserved for the
Boards' approval, such as the long-term strategy
and priorities, are set out in the CGF. A copy of the
Schedule of Matters Reserved for the Board is also
available on our website at aboutsantander.co.uk,
which does not form part of this Annual Report.

As Chair, | have overall responsibility for the
leadership of the Boards and for ensuring their
effectiveness in all aspects of operation. These
responsibilities are formalised in the CGF. The
composition of the Boards helps to ensure that no
one individual or small group of individuals
dominates the Boards' decision-making. The
diversity of skills, experience and background on
the Boards enables them to provide constructive
challenge and strategic guidance and to offer
specialist advice.

There is a clear division of responsibilities between
the leadership of the Boards and the executive
leadership of the business. The responsibilities of
the Chair, CEQ, SID and Non-Executive Directors
(NEDs) are agreed by the Boards and set out in
separate role statements as part of our CGF and are
available on our website at aboutsantander.co.uk,
which does not form part of this Annual Report. The
Boards are also supported by their Committees,
who make decisions and recommendations on
specific responsibilities delegated to them. This
enables the Boards to spend a greater proportion of
their time on strategic, forward-looking matters.

Board Committees

The Committees play an essential role in
supporting the Boards, giving focused oversight of
key areas and aspects of the business. Their roles
and responsibilities are set out in their Terms of
Reference which are available at
aboutsantander.co.uk and which do not form part
of this Annual Report. The Terms of Reference are
regularly reviewed by each Committee to make
sure they remain appropriate. Cross-Committee
memberships provide visibility and awareness of
matters relevant across the Committees.

Each Committee is chaired by and comprised of
only Independent Non-Executive Directors (INEDs),
with the exception of the Board Nomination &
Governance and Board Risk Committees, which
have one member who is a Banco Santander group
appointed Non-Executive Director (GNED). Having
assessed committee membership in light of the
Code recommendations we are satisfied that the
Committees will continue to be able to discharge
their duties effectively and efficiently.

The Board Committees have each prepared a report
which includes a description of their role and
composition. These are presented in the sections
that follow.

Shareholder
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How governance contributes to the delivery of
our strategy

Our governance arrangements contribute to the
development and delivery of our strategy in various
ways, including by promoting accountability and
responsibility, and ensuring information flows and
independent insight from the NEDs.

All Directors are collectively responsible for the
success of the Company. The NEDs exercise
objective judgement in respect of Board decisions,
and scrutinise and challenge management
constructively. They also have responsibilities
concerning the integrity of financial information,
internal controls and risk management.

As a Board, we are responsible for ensuring that the
business is purpose-led and that our decision
making and activities reflect our core purpose to
help people and businesses prosper. We do this by
overseeing and developing our strategy and
policies, including risk and corporate governance
arrangements, monitoring progress towards
meeting our objectives and reviewing the
implementation of them by the CEO and his wider
executive management team. In 2023, we
refreshed our Strategic Blueprint, which defines our
future direction, and sets out our 'why', our 'what’,
and our 'how', all underpinned by a set of clear
strategic goals. The Board is accountable to our
shareholders for the proper conduct of the business
and seeks to represent the interests of all
stakeholders.

The Boards identified the following key
stakeholders: Customers, Employees, Regulators,
Communities and Investors. More information on
how the Boards balance the interests of these
stakeholders can be found in the Board Responsible
Banking Committee Chair's report and our section
172: Stakeholder Voice statement in the Strategic
Report.

Culture and hearing the views of the workforce
at the Board

The Boards recognise the importance of culture as
a mechanism to support the long-term sustainable
success of the companies. The Boards are
responsible for setting and overseeing our culture,
as well as monitoring progress on its development,
which comes to life through our core values of
simple, personal and fair.

Our Code of Conduct contributes to our culture,
setting out how we should act and behave towards
everyone we encounter through our work. It sits
alongside our Strategic Blueprint, which outlines
the importance of our TEAMS behaviours - Think
Customer, Embrace Change, Act Now, Move
Together and Speak Up. The Code of Conduct
reinforces these elements to come together to
drive our culture and maintain the standards that
underpin it. All new colleagues are required to
complete training on the Code of Conduct and
annual refresher training is required for all
colleagues.

Our employees are a key stakeholder, central to the
delivery of our strategy, and the Boards are
committed to ensuring continuous engagement
with them to create a culture of inclusivity and
belonging and, a healthy working environment.
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As the overwhelming majority of colleagues in the
Santander UK group are employed by Santander UK
plc, the Board receives regular updates on the
culture of the business and views of employees of
Santander UK plc from engagement surveys
feedback. These give the Board an understanding of
the overall Santander UK group workforce and
provide meaningful dialogue at Board meetings on
workforce matters. For more, see the Board
Responsible Banking Committee Chair's report.

Board membership

At 371 December 2023, the Board of Santander UK
Group Holdings plc consisted of the Chair
(independent on appointment), four INEDs, one
Executive Director (ED) and two GNEDs. The
Santander UK plc Board, at 31 December 2023,
consisted of the Chair (independent on
appointment), six INEDs, one ED and three GNEDs.
As a result of revisions made to our ring-fencing
governance rule modifications, from 1 January
2024 the membership of the Board and Board
Committees of Santander UK Group Holdings plc
are now fully aligned with those of Santander UK
plc. The Boards currently consist of the Chair
(independent on appointment), six INEDs, one ED
and three GNEDs. Angel Santodomingo will be
appointed as an ED once regulatory approval has
been received.

Biographies of the Directors are available at
aboutsantander.co.uk, which does not form part of
this Annual Report. The letters of appointment for
INEDs and GNEDs are available at the Company's
registered office and at the Annual General
Meeting.

Through the Board Nomination & Governance
Committees, we make sure there is the right mix of
individuals on the Boards, giving an appropriate
balance of knowledge, skills, experience and
perspectives. Our aim to ensure orderly succession
for Board positions is supported by continuous and
proactive processes. We take into account our
strategic priorities and the main trends and factors
affecting the sustainability and success of the
business. We oversee and regularly review the
development of a diverse pipeline for succession.

In 2023, we appointed Angel Santodomingo as
incoming CFO (subject to regulatory approval)
following Duke Dayal's departure and welcomed
Michelle Hinchliffe, Jose Maria Roldan and Pedro
Castro e Almeida as NEDs. Antonio Simoes, Chris
Jones and Annemarie Durbin resigned as NEDs
during the year, and I'd like to thank them all for
their commitment and invaluable contributions
during their time on the Boards.

All aspects of diversity form part of our Board
succession planning process. For more, see the
Board Nomination & Governance Committee
Chair's report.
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Board meetings in 2023

We held 11 Board meetings in 2023. Meetings of
the Company were held concurrently with
Santander UK plc. The Santander UK plc Board and
Board Committees also met independently from
the Santander UK Group Holdings plc Board and
Board Committees twice in 2023.

Regular updates are provided to the Boards by me,
each of the Committee Chairs, the CEO, CFO and
CRO. I also held a number of meetings with the
NEDs without the EDs present. We have a
comprehensive and continuous agenda setting and
escalation process to ensure the Boards have the
right information at the right time and in the right
format to enable the Directors to make the right
decisions. As Chair, | lead the process, assisted by
the CEO and Company Secretary, and this ensures
enough time is set aside for strategic discussions
and business critical items. Together with the
Committee Chairs, we ensure Board and
Committee meetings are structured to facilitate
open discussion, debate and challenge. The NEDs
also receive regular updates from management to
give context to currentissues.

Board activities

|, together with the CEO and Company Secretary,
and supported by the Directors and senior
management, make sure that the Boards have an
appropriate schedule for the year. This is focused
on the opportunities to drive growth and
profitability of the business, transformation to
support the future success of the business,
business performance and risk management,
customer experience and outcomes and remaining
apprised of the external operating environment. It
includes the Company's digital strategy, ensuring
the Company is run in a responsible and
sustainable way in the interests of its stakeholders,
and ensuring that the Company's culture is aligned
with its purpose, values, and strategy.

The Boards ensure regular contact with
management and colleagues through several
means. These include inviting relevant business
and function heads to present to the Board or its
Committees on latest developments; supporting
senior management development plans by
welcoming them as observers; scheduling regular
meetings for Committee Chairs with relevant
senior managers; site visits by NEDs; and topical or
technical workshops. Senior leaders are also
available to the NEDs for advice and support.

The Boards regularly monitor progress against the
strategic priorities and performance targets of the
business, and in 2023, once again held a separate
Board Strategy Day. This ensures that our strategy
remains consistent with that of the wider Banco
Santander group and presentations considered the
current macro environment, the ambition for the
Company over a five-year time horizon, customer
sentiment, evolving our value proposition, and
opportunities to further grow the business. The day
concluded with a presentation by the CEO on
potential investments and the financial impact,
recognising the trade-off between returns and
market share/revenue growth.

Alignment with Banco Santander group strategy is
also strengthened by holding one board cycle in
Madrid each year, providing the Boards with
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opportunities to interact with executives and the
senior management of Banco Santander SA.

In 2023, the Boards and Board Committees
participated in workshops to consider important
topics in depth and to engage with key
stakeholders. These are listed in the table overleaf.
To ensure the most effective use of the time at
Board meetings, in addition to the delegation of
certain responsibilities to the Board Committees,
held informal discussions with Board members.
More details of the Board activities in 2023 are set
out on the next page.

Board composition

Independence of the Board

o
Chair (independent on appointment)
M INED

GNED
[ =)

Gender diversity

C

Male [l Female

Board tenure

0-3years M 3-6years 6 - 9 years

At 31 December 2023. For more, see the Board
Nomination & Governance Committee report.
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Summary of Board activities in 2023

The Board aims to consider the views of all impacted stakeholders, whilst
acting in the best interests of the Company and its members as a whole, as set
out in the section 172: Stakeholder Voice statement in the Strategic report.
Activities in 2023 included:

Theme Action taken by the Board and outcomes

Financial Shareholder
Financial review statements information

Key:

Customers = Investors Regulators
Qo 0 o
Communities Employees Climate

Stakeholders
considered

Business and - As part of the Board Strategy Day, reviewed our customer strategy and proposition across the Retail & Business Banking and Y
Customer Corporate & Commercial Banking businesses. The Board considered management's proposed Initiatives to drive revenue
Strategy growth and enhance the customer proposition and experience across these business segments.

- Reviewed and approved the goals and metrics to measure the delivery of the Strategic Blueprint.

- Considered reports on the external competitor environment, M&A activity, and market trends.

— Reviewed, challenged, and approved the 3-year business plan (2024-2026) and the annual budget, including assumptions

underpinning the plan.

- Given the rapidly evolving macroeconomic environment throughout the year, particularly in respect of interest and inflation
rates, adjusted strategies as necessary to support a resilient and sustainable operating environment and associated risk

assessments.

- Conducted a deep dive into Fraud identification and management focusing on those initiatives which would have the most
impact in minimising fraud related loss for our customers and Santander UK.

- Discussed Management's proposed IT and Digital Strategy and the roadmap of initiatives to enhance these enablers.

- Board members also visited the Financial Crime and Financial Support Centres of Excellence in Bradford to gain deeper insight
into financial crime risk mitigation and initiatives to provide support to our customers experiencing hardship.

Transformation - Reviewed initiatives and opportunities to collaborate and leverage resources and capability across the Europe region and
including the Banco Santander group, including the Banco Santander group-wide transformation agenda (One Transformation) and
leveraging the implications of the Banco Santander group’s new operating model structured across five global business lines.
Banco - Received regular reports on progress with driving operational efficiencies through the Transforming for Success
Santander programme and management's revised approach to strategic change management and investment prioritisation.
scale - Board members participated in workshops covering agile work practices, cybersecurity risk management, and artificial
intelligence.
Regulation, - Reviewed, challenged, and approved the ICAAP, ILAAP, adequacy and effectiveness of stress-testing and capital
Balance Sheet management, AT1 payments and ordinary and preference share dividend payments in line with PRA guidance. The Board
and Capital followed the methodology set out in the Board-approved Surplus Capital Allocation Framework to determine the

assessment and utilisation of surplus capital.

— Approved the Resolvability Assessment Framework Self-Assessment for submission to the Bank of England, and Santander
UK plc's Recovery Plan for submission to Banco Santander as part of its Banco Santander group-wide submission to the

European Central Bank.

- Considered the future regulatory landscape and implications, including confirmation that the Company was on track to meet
the first phase of the Consumer Duty regulation for new and existing products. Considered regular reports from the General
Counsel on legislative developments and other legal matters in progress.

- Board members also participated in workshops on Asset and Liability management and the evolution of the IFRS 9 approach

and supporting models.

Risk and — Received regular enterprise wide risk updates from the CRO, together with updates on specific risks, such as third-party
control outsourcing, IT, data management, financial crime compliance, fraud, climate change and inflation. The Board closely
monitored overall operational risk given the ongoing execution of the extensive transformation agenda.
— Considered financial crime, including oversight of programmes to accelerate controls enhancement and regulatory
engagement, back book remediation, and the progress made to return the Company to Board Risk Appetite on a sustainable
basis. The Board also approved the Anti Money Laundering and Counter Terrorist Policy as part of its annual review.
— Approved the Company's Risk Appetite Statement as part of the annual review. The Board subsequently approved changes
to three financial crime risk indicators, fraud risk appetite metrics, and material outsourcing risk appetite.

— Approved the Risk Framework as part of the annual review.
— Received annual reports on whistleblowing.

- Reviewed and approved relevant submissions related to the Operational Resilience Programme.
— Received regular reports on recovery and resolution including conducting a fire drill exercise.
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- Received reports on various people matters including the Company's HR Operating model, talent management and

- Conducted a deep dive on culture to agree the desired culture for the organisation to support the execution of the Strategic
Blueprint which informed the development of the Culture Strategy. In addition to reports from the Board Responsible
Banking Committee (RBC) on delivery of the culture strategy, the Board participated in several informal activities to assess
the culture and sentiment of employee cohorts including our Young Leaders.

- Considered colleagues' ways of working and opportunities to optimise the real estate portfolio.

- Considered succession planning across all key control, support functions and business functions.

- Approved the Diversity and Inclusion Strategy on recommendation from the RBC.

- Board members also participated in a workshop to define our Employee Value Proposition.

Theme Action taken by the Board and outcomes
People and

Culture succession planning and gender pay gap.
Governance

Responsible
Banking

— Approved a revised Banco Santander Subsidiary Governance Model.
- Approved the recommendations and resulting action plan for the 2023 internally facilitated Board evaluation.

- Approved the Company's climate strategy and transition plan on recommendation of the RBC.
- Approved the Modern Slavery report and updated the Employee Code of Conduct.

- Approved four appointments to the Board to succeed Group, Executive and Independent Directors who had stepped down

and from the Board. Approved common membership across the Santander UK Group Holdings plc and Santander UK plc Boards
upon receipt of the PRA's approval of the Company's ring-fencing governance submission.

- Reviewed, challenged, and approved the 2022 Annual Report.

- Received regular verbal updates of Board Committee activity from their respective Committee Chairs.

- Board members also participated in workshops delivered to the RBC to discuss the specific elements of the Company's
approach to comply with the Consumer Duty.
- Board members attended the Chairman's annual event where the Company's education programme for 2024 was

launched.

Board and Board Committee attendance

The Directors' attendance at the Board and Board Committee meetings held in the year is set out below. Board and Board Committee meetings are generally held
concurrently with Santander UK plc, with business specific to each company identified and recorded as appropriate, reflecting the decisions taken by the Board or

Board Committee of the relevant entity.

Board Nomination &

Board Audit Governance Board Remuneration Board Responsible Board Risk
Committee . . Committee (i) Banking Committee Committee
Committee (i)
Scheduled Adhoc Scheduled Adhoc Scheduled Adhoc Scheduled Adhoc Scheduled Adhoc Scheduled Ad hoc
Chair William Vereker 8/8 3/3 - - 6/6 2/2 - - - - - -
Lisa Fretwell 8/8 3/3 11/11 - - - 2/2 1 9/9 - 77 2/2
Ed Giera 8/8 3/3 1111 - 6/6 2/2 6/6 2/2 9/9 - 77 2/2
Independent Non- . . o * B B ) B
Executive Directors Michelle Hinchliffe 5/5 2/2 7/7 2/2 11 5/5 4/4 1
Chris Jones* 6/6 11 8/8 - - - 4/4 il 6/6 - 5/5 2/2
Jose Maria Roldan’ 5/5 2/2 - - - - - - 5/5 - 4/4 il
Banco Santander Antonio Simoes’ 5/5 i o - o - = - = - = -
Group noml'nated Pedro Castro e Almeida’ 3/3 1/2 - - - - - - - - - -
Non-Executive
Directors Pamela Walkden 8/8 3/3 - - 6/6 2/2 = - e - 7/7 1
Mike Regnier 8/8 3/3 = S S
Executive Directors A
Duke Dayal 6/6 11 - - -

these dates unless stated otherwise.
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Lisa Fretwell joined the Board Remuneration Committee on 1 October 2023

Michelle Hinchliffe joined the Board Nomination & Governance Committee on T October 2023.

For dates of Board appointments or resignations during the year, see the timeline on the Governance at a glance page. Appointments to, or resignations from, the relevant Board Committees were aligned to
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Monitoring independence

The Board Nomination & Governance Committees
monitor whether there are relationships or
circumstances which may affect a Director's
independence, and have concluded that all NEDs
are independent in character and judgement. |, as
Chair, was independent on appointment when
assessed against the circumstances set out in
Provision 10 of the Code. No INEDs have a material
relationship with the Company nor receive
additional remuneration to Directors' fees. In
addition, no INEDs serve as directors of any external
companies or affiliates in which any other Director
is also a director.

Monitoring Director interests, time commitment,
and fees

The Board Nomination & Governance Committees
are responsible for oversight of conflicts of interest.
Each Director has a duty under the Companies Act
2006 to avoid a situation in which they have or may
have, a direct or indirect interest that conflicts, or
may conflict, with the interests of the Company.
This duty is in addition to the existing duty Directors
owe to the Company to disclose to the Board any
interest in a transaction or arrangement under
consideration by the Company.

In 2023, the Board Nomination & Governance
Committees continued to review the time
commitment and Directors' potential conflicts of
interest to ensure that any such conflicts are
managed appropriately and in compliance with
CRD IV and ring-fencing requirements. In
accordance with Provision 15 of the Code, Directors
are required to seek prior approval from the Board
before taking up external appointments.

External appointments are disclosed to the Board,
before appointment, with an indication of time
commitment expected. All Directors continue to
devote sufficient time to their roles at the
Company. No significant external appointments
were undertaken by any Directors. The Articles of
Association contain provisions that allow the Board
to consider and, if it sees fit, authorise situational
conflicts.

These powers have operated effectively and the
formal system for Directors to declare their
interests and for the non-conflicted Directors to
authorise situational conflicts continues to be in
place. Any authorisations given are recorded by the
Company Secretary and Directors are asked to
certify, on an annual basis, that the information in
the register is correct.
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During the year, the CEO and | reviewed the level of
fees paid to INEDs for Board and Board Committee
chair and membership. In doing so, we considered
whether INED fees were at an appropriate level,
having regard to factors including the associated
time commitments for INEDs and benchmarking
against peers. In light of this, increases to the INED
base fee, both the Board Audit and Board Risk
Committee Chair and member fees, and both the
Board Remuneration and Board Responsible
Banking Committee member fees were approved.
The Board Remuneration Committee also approved
an increase to the Chair fee. For more, see the
Remuneration Implementation Report.

The right information and support

The Chair, supported by the Company Secretary,
ensures that all Board members receive
appropriate and timely information. All Directors
have access to the advice of the Company Secretary
and the Company provides access, at its expense, to
the services of independent professional advisers in
order to help the Directors discharge their role.

Succession Planning

The Board Nomination & Governance Committees
are responsible for ensuring plans are in place for
orderly succession to both Board and senior
management positions and oversees the
development of a diverse pipeline for succession.
Effective succession planning supports the
Company in delivering on its strategic objectives by
ensuring we have the right balance of skills and
experience on the Board, Board Committees and in
senior management roles taking into account
current and anticipated future business needs. For
more, see the Board Nomination & Governance
Committee Chair's report.

Appointment and retirement of Directors

The Company's Articles of Association require each
Director to retire every year at the Annual General
Meeting and any Director may offer themselves for
re-election by members. For more, see the
Directors' report.
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Director induction -
Michelle Hinchliffe

Upon Michelle's appointment to the Board,
she received a tailored induction plan to
gain a thorough understanding of our
business, culture and values, her role as an
INED and as Chair of the Board Audit
Committee and our stakeholders.

Michelle received an induction pack
covering a broad range of information
including Board and Board Committee
papers, meeting minutes and details of
operational and financial performance,
information on risk management and
internal controls, and key policies and
governance documents.

Introductory meetings were held with each
member of the Board and Executive
Committee, the Company Secretary and key
senior managers across Santander UK and
the Banco Santander group. As Michelle
was succeeding Chris Jones as Chair of the
Board Audit Committee, additional time
was spent with Chris discussing key issues,
as well as other key stakeholders covering
aspects such as:

- Governance arrangements in relation to
the Chief Internal Auditor's objectives,
performance, remuneration and
succession planning and oversight of
Internal Audit function,

— The External Auditors and their audit
plan,

- Financial reporting,

- Resolution and recovery, and

- Whistleblowing procedures.

For more on Director induction and training,
see the Board Nomination & Governance
Committee Chair's report.
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Chair's report on corporate governance continued

Board and Committee effectiveness

The annual evaluation, which is typically facilitated externally at least once every three years, highlights areas of further development to enable the Boards to
continuously improve their performance. |, with the support of the Board Nomination & Governance Committees, lead the Board in considering and responding to
the annual review of the Board and Committees' effectiveness, including the performance of individual Directors. The Board Nomination & Governance Committees
also review the progress made on the areas of improvement identified. An update on the findings identified in the 2022 evaluation is set out below.

Progress against 2022 evaluation findings

Opportunities for improvement Update on actions

Oversight of ESG and The RBC assist the Boards with their strategic ambition for Santander UK to be a sustainable, customer centric and responsible

Responsible Banking bank. Andrew Wilson, Director of Communications and Responsible Banking, is now responsible for overseeing the
coordination of materials into the RBC and the execution of the climate change strategy.

Agenda planning, Board time Agendas have been refined to focus on fewer items. Matters proposed for discussion are routinely challenged by the

and Board materials Corporate Governance Office to ensure that the Boards' and Board Committees' time is spent on the most material and

strategic matters which fall within their remit. Board paper templates and guidance were updated and targeted training to
further improve Board paper writing was delivered by the Corporate Governance Office.

Board Committee composition ~ The Board Nomination & Governance Committees reviewed the composition of the Board Committees with a number of
committee membership changes subsequently approved by the Boards to ensure knowledge was spread among Directors
while meeting regulatory requirements.

Emerging market themes and One of the key areas of focus at the 2023 Board Strategy Day was customer strategy and proposition. The Boards also
competitor benchmarking received a competitor update in September, providing insights into peer performance, strategic investment and M&A activity.
Regular updates have been scheduled throughout 2024.

Strengthening our alignment Regular Board and individual Director visits to Madrid, including one scheduled Board cycle of meetings each year, plus
with the Banco Santander group attendance at UK meetings of Banco Santander group directors as appropriate, have strengthened relationships with the
Banco Santander group.

In 2023, | asked the Company Secretary to undertake an internally facilitated review of the effectiveness of the Boards and Board Committees (the Review). The
process included the completion of various questionnaires, covering the Boards and each Board Committee, issued by Lintstock, an independent service provider
with no other connection to the Company or any individual Directors. The questionnaires focused on a number of key areas: Board composition; stakeholder
oversight; Board dynamics; focus of meetings; strategic oversight; risk oversight; succession planning and people oversight; Board Committees; Board support and
priorities for change. Overall, the Review concluded that the Board and all Committees continue to operate effectively and are rated highly. The key strengths
identified were the relationships between the Board and its Committees, the relationship between the NEDs and the CEO and the annual cycle of work.

The Review also identified some opportunities for improvement, set out in the table below. The Boards fully considered the recommendations from the internal
evaluation and agreed an action plan which will be regularly reviewed by the Board Nomination & Governance Committees in 2024.

As part of the Review, | also conducted individual Directors' assessments. Each Director completed a questionnaire to reflect on their performance, their
relationships with other Board members and identify any areas of development, which we then discussed privately. | am satisfied with the performance of all Board
members. Ed Giera, as Senior Independent Director, also undertook an assessment of my performance as Chair, seeking feedback from each Director which was
then discussed at a meeting without me present.

In accordance with the Corporate Governance Code, it is anticipated that in 2024 an external review will be undertaken.

2023 evaluation findings

Opportunities for improvement Commentary and actions
Improving Board-level Although there has been an improvement in the length of the Board packs and the timeliness in which they are provided, and
information although the length of packs is in line with the financial services’ benchmark, the length of the Board packs still create a

challenge for Directors to adequately review the materials in the time available. The Forward-Looking Agendas for the Boards
and the Committees will continue to be reviewed to check that items are not presented more often than they need to be. The
Board Schedule of Matters Reserved will also be revised so that a more appropriate materiality/significance threshold is
applied to ensure the Board's time is maximised on matters of strategic relevance. The Corporate Governance Office will
continue to hold training sessions and provide guidance on Board paper writing and presentations.

Forward leaning strategic topics Feedback showed that the Boards would welcome more updates on strategic topics such as customer strategy and
for the board agenda sentiment, market outlook and competitor environment, and external perspectives including digitisation and innovation.
These topics will be addressed through Board updates, workshops or sessions with external speakers across 2024.

Managing Board transition and  There were a number of changes to Board composition in the year and ensuring each new Board member settles into their

roles role quickly has been acknowledged as a priority. At management level, succession planning of key positions, particularly at
Executive Committee level, should focus on potential internal successors and the effectiveness of Santander UK's talent
management processes. Induction plans, ongoing training requirements and succession planning are already key areas of
focus for the Board Nomination & Governance Committees and this will continue in 2024.

William Vereker
Chair
29 February 2024
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Board Nomination & Governance Committee Chair's report

William Vereker
Chair

Introduction

On behalf of the Committee,  am pleased to
present the Board Nomination & Governance
Committee report.

When feasible, the Committee and the RFB
Committee (together the Committees) conduct
their business concurrently to ensure alignment
of practices, policies and procedures.

I'am also the Chair of the RFB Committee and, as
the vast majority of Santander UK's business is
within the RFB's perimeter, this report details
the governance arrangements, practices and
activities of both Committees.

Committees’ responsibilities

Lead the process for Board and Board
Committee appointments and oversee
succession planning for the Board and senior
management positions.

Oversee the evaluation of the performance and
composition of the Board and Board
Committees.

Monitor the governance arrangements for
Santander UK and make appropriate
recommendations to the Board to ensure that
those arrangements remain adequate.

Committee members
At 29 February 2024
William Vereker (Chair)
Ed Giera

Michelle Hinchliffe

Mark Lewis

Nicky Morgan'
Pamela Walkden
“Joined on 1 January 2024
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Key activities in the year
In 2023, the focus of the Committees' work was in
the following areas:

Succession planning

The Committees oversee a formal, rigorous and
transparent process to identify, nominate and
recommend candidates for appointment to the
Board, and consider and approve senior
management positions.

Part of this process is to ensure there are succession
plans in place for Board, the CEO and key
management positions encompassing internal and
external candidates, and that there is a skills,
experiences and diversity matrix which maps each
Director's attributes against those which are most
relevant for the Board, taking into account the
future strategic direction of the Company and its
needs. As well as tracking the Board's strengths,
this matrix is used to identify gaps in its desired
collective skills profile. For all key Santander UK
senior management positions the Committees
coordinate with the Banco Santander group to
ensure that there are suitable candidates '‘Ready
Now', ‘Ready in 1-3 years' and 'Future Ready'".

While appointments are based on the merit of the
individual candidates and objective criteria, we also
aim to promote diversity in its broadest sense. This
complements and strengthens the overall Board
and its Committees' skills, knowledge and
experience. Any appointments also take account of
all legal and regulatory requirements.

In 2023, a significant proportion of the Committees'
time was devoted to search and selection processes
and the implementation of our succession plans due
to:

— the retirement of Chris Jones (Chair of both the
Board Audit and Remuneration Committees and
Chair of the RFB Board Audit Committee) after
nine years on the Boards,

- the forthcoming retirement of Ed Giera (Senior
Independent Director, Chair of both the Board
Risk and Responsible Banking Committees and
Chair of the RFB Board Risk Committee), who will
have served for nine years in late 2024,

- the resignation of Duke Dayal as CFO with effect
from October 2023,

- the earlier than planned retirement of Annemarie
Durbin from the Santander UK plc Board (Chair of
the RFB Board Remuneration Committee and the
RFB Senior Ring-fencing Director) with effect
from December 2023.

Hedley May and Spencer Stuart, external search
consultants with whom the Company and individual
Directors have no other relationship, were engaged
to assist with the search and selection process to
identify two new NEDs who could serve as the
Chairs of the Board Audit and Risk Committees
respectively.

For each appointment, the Committees agreed the
personal attributes including cultural fit, and ability
to lead and manage change which were desirable
for the role together with the skills and experience
which were needed. A database of potential
candidates was created in line with our Board
Diversity and Inclusion Policy.

Shareholder
information

Financial
statements

Alonglist of those felt to be most suitable for
consideration was prepared and considered by the
Committees as a whole before a shortlist was
drawn up with candidates invited to interview with
me and other Board members. During both
processes, the Boards were regularly informed on
progress. Following detailed feedback from these
interviews the Committees then selected which
individuals should progress to interviews with key
Banco Santander individuals. This led to Michelle
Hinchliffe being recommended by the Committee as
the preferred candidate to succeed Chris Jones as
Chair of the Board Audit and RFB Board Audit
Committees, which was subsequently approved by
the Boards.

During this selection process, José Maria Roldan
was also identified as an individual who would bring
strength to the Boards, particularly due to his
banking experience across Europe. As such, the
Committees recommended his appointment to the
Boards.

The search for a candidate for the Board Risk
Committee and RFB Board Risk Committee Chair
role is ongoing.

Both an internal and external search was conducted
for Duke Dayal's successor as CFO and ED, with the
process taking into consideration the established
succession plan as well as the depth of talent across
Santander UK and the Banco Santander group. An
external exercise to review the UK market for
potential candidates was completed in parallel. The
short-listed internal and external candidates were
initially interviewed by me, the CEO, Michelle
Hinchliffe and the Chief People Officer with further
input from key Banco Santander group individuals
and members of the Executive Committee.
Following this appointment process, Angel
Santodomingo was identified as the preferred
candidate given his skill set, experience with the
role and familiarity with the Banco Santander group
and was recommended for approval by the
Committees to their respective Boards.

Also in the year, Antonio Simoes, one of our GNEDs
stepped down and was succeeded by Pedro Castro e
Almeida. An external search was not performed as
this is a Banco Santander nominated position drawn
from the pool of internal Banco Santander
executives. In accordance with our UK Group
Framework, the INED members of the Committees
and the Board have a reasonable veto right over the
appointments of GNEDs. Following a review of his
skills and experience, the Committees
recommended the appointment of Pedro Castro e
Almeida to the Boards.

The Committee also considered who would succeed
Annemarie Durbin as Chair of the RFB Board
Remuneration Committee (RemCo). It was agreed
that appointing Mark Lewis, an existing member of
the RemCo, would ensure the incoming Chair had
an in-depth understanding of both the business and
RemCo matters, supporting a seamless transition.

The Committees also reviewed the composition of
each of the Board Committees, recommending a
number of changes to committee membership in
the year.
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In addition to Board level appointments, the
Committees oversaw and approved changes to
Executive Committee membership and other
management key position holders in 2023. Andrew
Wilson was appointed as Director of Corporate
Communications and Responsible Banking on

1 March 2023. Alison Webdale was promoted to
Chief Compliance Officer, joining the Executive
Committee on 14 June 2023. Reza Attar-Zadeh and
Tracie Pearce left in the year. Looking forward,
succession planning at Executive level will continue
to be a key focus for the Committee in 2024.

On behalf of the Boards, | would like to welcome all
those who joined us in the year and thank those
who left us for their contributions.

Governance

Renaming of the Committee

As part of the annual review of the Committees'
Terms of Reference, the Committees considered the
breadth of their responsibilities. Given the number
of governance topics that are focused on, including
succession planning, Board and Board Committee
effectiveness and the review of the Santander UK
corporate governance framewaork, in addition to
Board and senior management appointments, it
was agreed to update the Committees' name to the
‘Nomination & Governance Committee' to more
clearly reflect the scope of work they undertake.

Review of the Corporate Governance Framework
and Banco Santander group Frameworks

A key element of our internal governance system is
the adoption of corporate frameworks, which are
designed to establish common principles across key
subsidiaries on matters considered relevant due to
theirimpact on the Banco Santander group's risk
profile. When the frameworks are periodically
reviewed, the Committees oversee whether the
Company remains in compliance with the key
principles in each, and determines whether any UK
specificamendments are required.

We also completed the annual review of the
Santander UK Corporate Governance Framework
(CGF) to ensure it remains fit for purpose. Following
the changes made in 2022, and the implementation
of a supporting Subsidiary Governance Framework,
no substantive changes were required in 2023. The
CGF was updated in early 2024 to reflect the
updated ring-fencing governance rule
modifications.

Board and Committee effectiveness

The Committees oversee the annual effectiveness
review (the Review) of the Boards, its committees’
and individual Director performance, including the
Chair. In 2023, the Review was completed
internally. The Committees also reviewed progress
made against actions identified in the 2021/2022
reviews, all of which were closed in 2023. Full
details are set out in the Board and Committee
effectiveness section of the Chair's report on
corporate governance.
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Promoting diversity and inclusion

We believe that our success is integrally linked to
the diverse composition of our people and the
promotion of an inclusive culture. The basis of this
premise applies to our Boards and Board
Committees as much as it does to any other area of
our organisation. Diverse views, combined with
inclusion, encourages the sharing of a wide range of
perspectives and ideas alongside challenging and
raising concerns. As a Board, we approve the
Santander UK Diversity, Equity and Inclusion
strategy and monitor its progress through our Board
Responsible Banking Committees, holding
management to account for promoting diversity and
inclusion to see a healthy working culture and
positive outcomes in risk management, good
conduct, innovation and delivering good customer
outcomes. Progress against this can be found in our
2023 Diversity, Equity & Inclusion and Pay Gap
Report, which does not form part of this Annual
Report.

We recognise that a diverse and inclusive Board
should result in more effective and prudent
decision-making and risk management. We want a
Board that reflects a combination of diversity in its
broadest sense, embracing different perspectives
and dynamics through demographic diversity and
diversity of experience to foster diversity of thought,
valuing the input of every Director. Due regard is
given to this when identifying and selecting
candidates for Board appointments and is
considered through Board succession planning.

Our Board Diversity and Inclusion Policy sets out the
aspirational targets we've set for achieving Board
diversity. The Boards aim to maintain at least two
female members and have 40% female
representation by 2025. At 31 December 2023, 38%
of the Board of Santander UK Group Holdings plc
and 36% of the Board of Santander UK plc were
female. We also aim to maintain at least one
member from an ethnic minority background, which
due to the changes in Board composition in 2023,
we do not currently meet. We do however remain
committed to these targets and the Boards and the
Committees will continue to challenge external
search consultants where necessary, ensuring that
diversity is always considered when drawing up
candidate shortlists balanced against the need for
specific skills and experience.

At 371 December 2023, 25% of Executive Committee
members were female, 35% of our Leadership
Group (the level below the Executive Committee)
were female and 41% of our senior manager
population (mid to senior manager roles) were
female.

Looking ahead, we support the intent from the FCA
and PRA to establish minimum diversity and
inclusion standards to give firms a better
understanding of what is expected of them in this
area from a regulatory standpoint through the
publication of a Policy Statement in 2024.
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Director induction and training
As set out above, three new Directors joined the
Boards in 2023.

The Committees oversaw the induction and
development plans for each Director, ensuring they
all received a comprehensive, tailored induction for
their specific role so that that they were fully
informed about strategic and commercial issues
affecting Santander UK and the markets in which
we operate, as well as their duties and
responsibilities as Directors. In addition, meetings
were arranged for each of them with key
stakeholders in the UK and across the Banco
Santander group, and visits to different sites around
the business were undertaken by them in line with
their roles and needs.

To support with the changes made to Board
Committee composition and to facilitate a smooth
handover between chairs, induction plans were also
prepared for Mark Lewis to support his new role as
Chair of the Board Remuneration and RFB Board
Remuneration Committees.

Annual review of Director interests, fees and
conflicts of interest

As set out in the Chair's report on corporate
governance, the Committees' have responsibility for
the oversight of conflicts of interest, reviewing
Directors' proposed external appointments and
their time commitment.

The level of fees paid to INEDs for Board and Board
Committee chair and membership are set out in the
Remuneration Implementation Report.

Effectiveness of the Committee

As noted in the Board and Committee effectiveness
section of the Chair's report on corporate
governance, the Committees' performance was
assessed as part of the annual review. The
Committees were rated highly and continue to
perform effectively.

The priorities for the Committees for 2024 were
identified as:

- Succession planning - particularly at Executive
Committee level.

- Managing Board transition - following the
departure of experienced NEDs and overseeing
the appointment and induction of their
Successors.

- Board diversity - continuing to balance the
requirements of the skills matrix, regulatory
requirements, independence and diversity of
mind and Banco Santander governance
requirements, as well as diversity in terms of
gender and ethnicity.

William Vereker
Chair
29 February 2024
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Introduction
On behalf of the Committee,  am pleased to
present the Board Risk Committee report.

When feasible, the Committee and the RFB
Committee (together the Committees) conduct
their business concurrently to ensure alignment
of practices, policies and procedures. | am also
the Chair of the RFB Committee and, as the vast
majority of Santander UK's business is within the
RFB's perimeter, this report details the
governance arrangements, practices and
activities of both Committees.

I was pleased to welcome Michelle Hinchliffe and
Jose Maria Roldan to the Committee in 2023. | also
would like to thank Annemarie Durbin and Chris
Jones for their many contributions to the Committee
and strong partnership during their tenures as
Committee members and Chairs of the
Remuneration Committee and Audit Committee,
respectively.

Committees' responsibilities

Advise the Board on the Enterprise Wide Risk
profile, Risk Appetite and strategy.

Provide advice, oversight and challenge to
embed and maintain a supportive risk culture.

Review the Risk Framework and recommend it
to the Board for approval.

Review and approve the key risk type and risk
activity frameworks in the Risk Framework.
Review the capability in the organisation to
identify and manage new risks and risk types.

Review risks and issues escalated by the CRO,
and their associated action plans.

Oversee and challenge the day-to-day risk
management, oversight and adherence to risk
frameworks and policies.

Oversee the adequacy of governance
arrangements.

Committee members
Ed Giera (Chair)

Lisa Fretwell

Michelle Hinchliffe

Mark Lewis*

Nicky Morgan*

Jose Maria Roldan

Pamela Walkden
*Joined on 1 January 2024
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Key activities in the year
In 2023, the focus of the Committees' work was in
the following areas:

Economic Crime risk

Financial crime risk remained a principal risk for
Santander UK and a focus for the Committee.
Throughout the year, the Committee continued to
provide oversight of the management and plans to
return to Board risk appetite. The Committee also
challenged management's approach to financial
crime policies and procedures, the pace of
transformation, and any emerging risks. The
Committee oversaw management's actions to
mitigate operational risk losses from fraud and
recognised that management achieved a significant
reduction in fraud losses in 2023.

Evolving Market and Macroeconomic Conditions
The Committee thoroughly assessed the capital and
liquidity requirements needed to sustain business
operations and to withstand significant stress. We
regularly reviewed and questioned the plans for
managing our strategic, credit, and market risks.
These plans included potential risks such as rising
inflation and interest rates, housing market
conditions, unemployment levels, consumer
indebtedness and, for our corporate customers, the
risk of credit losses resulting from the failure of a
counterparty to meet its obligations, and credit
quality deterioration due to increased business cost
and supply chain pressures. Despite these risks, our
credit portfolios remained resilient, and we are
closely monitoring the risks associated with
customers' affordability and refinancing options.

IT and Cybersecurity risk

In 2023, IT and Cybersecurity risk remained a top
focus for the Committee. Every quarter, we
reviewed and challenged management's progress
on the bank-wide programme to address our
obsolescence risks and the risks associated with our
IT systems. The Committee also received regular
reports on cybersecurity risks bearing in mind the
elevated geopolitical environment, whilst also
maintaining a strong focus on understanding our
data risk landscape and our strategy and
management programme, designed to address
such risks.

Conduct and Regulatory risk

The Committee reviewed the changes to our Board
risk appetite measures and received regular
updates on the conduct and regulatory risk profiles,
the factors contributing to the higher risk profile,
and the activities being taken to address those risks,
to implement the Consumer Duty, and to
strengthen our risk culture. The Committee
assessed the adequacy and effectiveness of the
Compliance function, which remains independent.
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Third-Party Risk Management and Business
Disruption

Given our extensive reliance on third-parties for a
range of goods and services and heightened
geopolitical risk putting an increased risk on supply
chains, the committee reviewed and challenged
progress on a programme of work to enhance our
controls and governance arrangements relating to
supplier risks.

Business Disruption risk remains a key focus for the
business and the Committee reviewed plans and
progress within the business to achieve operational
resiliency regulatory deadlines.

People risk

People risk was a significant risk to our business in
2023, particularly when we transitioned our Head
Office to Unity Place in Milton Keynes. The
Committee conducted multiple deep dives into our
people risk profiles, with return to the office,
colleague attrition, cost of living pressures, long-
term and short-term absence, and colleague well-
being deemed the most significant.

Effectiveness of risk management system and
internal controls

In 2022, we undertook a full re-engineering of our
Risk and Control Self-Assessment (RCSA) process to
drive a more robust and comprehensive assessment
of our risks and controls and improve our
identification, assessment, management and
reporting of risk. In 2023, this resulted in material
improvements in how risks are identified across the
business and an increase in controls. Our risk
management system and internal controls estate
are now based on a standardised library, enabling
us to aggregate our common exposures. The
standardisation of our control library also means we
can now start to identify the most common controls
relied upon across the business and focus more
efforts on improving them where they relate to
critical or high risks.

Whilst good progress has been made, we recognise
that this exercise requires iteration and embedding,
which we will continue to focus onin 2024. Our
revised RCSA results are a positive step forward in
the continued evolution of our risk and control
environment, and the outputs now better support
our understanding of the risk and control
environment.

Effectiveness of the Committee

As noted in the Board and Committee effectiveness
section of the Chair's report on corporate
governance, the Committees' performance was
assessed as part of the annual review. The
Committees were rated highly and continue to
perform effectively.
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Board Risk Committee Chair’s report continued

Primary activities
The Committee fulfilled its responsibilities in 2023, by challenging, monitoring, and advising the Board on Santander UK's current risk exposure and future risk
strategy.

Areas of focus Action taken by the Board Risk Committee Outcome
Risk Appetite - Reviewed and challenged the framework of the Board Risk Appetite Statement (RAS) - Recommended the proposed Risk Appetite
to ensure that it effectively sets appropriate limits for each primary risk type. to the Board for approval.

- Examined changes proposed to the Cost of Credit limit given the macroeconomic
environment, updates to Non-Traded Market Risk limits to allow for wider sensitivity
to interest rates and Operational Risk qualitative statements and supporting metrics.
Monitored the risk profile of Santander UK relative to risk appetite limits and
continually challenged management on its triggers and appropriateness.

For more, see 'Risk Appetite' in the 'Risk
governance' section of the Risk review.

Risk Framework - Reviewed proposed changes to the Risk Framework, particularly changes proposed to - Agreed that the Risk Framework continues
the operational risk and resilience framework and conduct and regulatory risk to meet Industry and regulatory standards
framework. and that it has been effectively

- Discussed the annual certification process and assessed the extent to which the Risk implemented.
Framework had been effectively implemented and embedded across the business. - Recommended proposed changes to the
- Noted that Risk certification results indicated the majority of Santander UK remained Board for approval.

compliant with the Risk Framework. Noted that full compliance increased to 96%,

with improvements against most sections of the Risk Framework. For more, see 'Risk Framework'in the

‘Risk governance' section of the Risk review.

Stress testing - Stress testing remains a key tool to highlight and manage the impact on capital and - Supported management's action plan in
profit and loss in stress scenarios. The Committee continues to closely monitor response to the 2022/23 Annual Cyclical
methodology, governance arrangements, and outputs. Scenario (ACS) stress test requlator’s

- Reviewed and challenged the scenario and stress tests for the 2023 ILAAP and ICAAP. feedback.

For more, see 'Stress testing' in the 'Risk
governance' section of the Risk review.

Credit risk — Regularly reviewed the credit risk exposure of the Retail and Business Banking, — Concluded that Santander UK's credit
Corporate & Commercial Banking and Consumer Finance businesses by vintage, portfolios remained resilient.
asset type, and risk cohort. - Encouraged management to review play
- Held a 'deep dive' session to review Social Housing exposure given cost of living books and identify refinements required
pressures and implications of Environmental, Social and Governance/ to mitigate impacts on the business as a
Decarbonisation requirements on the sector. result of deteriorating macro conditions.
- Challenged management on its strategy and approach to managing credit risk and
credit risk capabilities, and particularly in supporting our customers. For more, see the 'Credit risk’ section of the
Risk review.
Liquidity risk — Held a deep dive session to review Santander UK's liquidity risk following the failure - Acknowledged that Santander UK holds
of Silicon Valley Bank (SVB) and Signature Bank, noting that Santander UK had no sufficient liquid resources and has
direct exposure to SVB. adequate governance and controls in
— Reviewed the ILAAP, including different scenarios and approaches utilised, and noted place to manage liquidity risks.
management have addressed all regulatory feedback on the previous Liquidity — Agreed to recommend the 2023 ILAAP to
Supervisory Review and Evaluation Process and subsequent ILAAP reviews. the Board for approval, following review

- Questioned management about ILAAP contingency options, which were derived from and challenge.
the Recovery Plan.

— Considered half yearly updates on Treasury and asset and liability management
activities, the macroeconomic environment, Bank of England base rate changes and
the impacts on products, particularly mortgages and pricing.

For more, see the 'Liquidity risk’ section of
the Risk review.

Capital risk - Considered dividends proposed to be paid from Santander UK plc to Santander UK - Recommended the payment of dividends
Group Holdings plc, and from Santander UK Group Holdings plc to Banco Santander to the Board for approval, subject to final
SA, for the year. determinations on capital distributions by
- Challenged management on the capital risk profiles, which remained robust, with all the regulator.
key risk appetite measures staying within the Board Risk Appetite. — Agreed to recommend the ICAAP to the
- Reviewed and challenged management on the changes proposed to the Surplus Board for approval following review and
Capital Allocation Framework and the Dividend Policy. challenge.

- Reviewed the ICAAP, including the scenarios used, and challenged management on

the internal assessment completed using the regulator’s Pillar 2A methodologies. For more, see the ‘Capital risk’ section of the

Risk review.
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Areas of focus Action taken by the Board Risk Committee
Operational risk & Received regular updates on the operational risk profile and risk appetite, with a
resilience particular focus on Business Disruption, Cybersecurity, IT, Outsourcing and Third Party,

People and Transformation and Change risks:

Business disruption

— Reviewed self-assessments progress made to achieve regulatory compliance.

- Challenged management on scenario tests carried out across all Important Business
Services (IBS) to determine any limitations in the IBS to recover within impact
tolerance.

Cybersecurity

- Reviewed reports on cybersecurity risk and the external threat landscape particularly
on Santander UK's supply chain and management actions being taken to mitigate
potential impacts on the bank from attacks on third-party suppliers.

- Considered risk mitigation for key emerging threats particularly obsolescence in
legacy Active Directory systems, infrastructure, and firewalls.

- Examined the results of our cyber internal controls which are regularly tested using
adversarial simulations, which were encouraging and provided assurance of the
effectiveness of our controls.

- Received regular updates on IT risk and progress made across the IT Risk Remediation
activities.

- Considered management's progress in meeting key critical milestones in bringing IT
Risk within Board Risk Appetite.

- Queried management concerning the capacity and skills in place to complete the
critical remediation path and received assurance that a reassessment of work
streams had been completed to determine capacity plans, including dependencies.

Outsourcing and Third party

- Received regular reporting on outsourcing and third-party risk and considered this
risk type as a significant risk, following management's recognition of the challenges.

- Reviewed progress made on the Vendor Risk Questionnaire from the SS2/21 re-
assessment.

- Queried management on remediation plans for third-party risk management. The
Committee was assured that a more robust methodology was being developed.

Financial Crime - Continued to challenge management on return to the Board Risk Appetite timeline,
adequacy of resources and pace of remediation transformation in driving
improvements.

- Reviewed updates from the business heads of each division, and the Second Line of
Defence, and examined progress made on remediation plans, emerging risks and
alignment with the One Europe Financial Crime Programme of Banco Santander.

- Reviewed the Money Laundering Reporting Officer's report and considered the
evolving regulatory, geo-political and legal requirements pertaining to the financial
crime landscape.

- Reviewed different strategies to mitigate fraud risk, including improving the Fraud
Framework and collaborating with Banco Santander and the UK industry.

Model risk - Received regular updates on Santander UK's existing International Financial Reporting
Standard 9 (IFRS 9) rating systems and progress with respect to Generation 2 model
development and implementation, which remains on track.

- Considered management's effort to deliver a satisfactory IRB Hybrid mortgage model
in 2023 and the decision to rebuild the IRB Hybrid model to ensure the regulator's
feedback is fully integrated into the model and the documentation.

— Considered the resources required to fulfil regulatory requirements, noting the
challenges of increasing resources given the scarcity of modelling skills.

Ed Giera
29 February 2024
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Outcome

For more, see the '‘Operational risk &
resilience’ section of the Risk review.

— The Committee remains focused on
ensuring Santander UK achieves
operational resilience regulatory
deadlines of March 2025.

— Received reassurance that internal focus
remains on addressing obsolescence and
vulnerabilities across Santander UK's
critical infrastructure.

- Received assurance from management in
the overall level of progress including
plans to deliver operational resiliency
compliance by March 2025, and
recruitment, including the prioritisation of
people development and talent retention
for the team'’s future growth.

— The Committee is encouraged by the level
of progress made, including investment in
core systems, training of key staff, and
improved service management.

- Supported management on its
remediation plans to return the risk
profile to within Board Risk Appetite.

- Acknowledged the significant progress on
financial crime remediation plans made in
2023 and remained committed to
ensuring that Santander UK returns to
Board Risk Appetite within the agreed
timeframes.

For more, see the ‘Financial crime risk’
section of the Risk review.

— Noted the mobilisation of the Model Risk
Transformation Programme to address
recommendations, self-identified gaps
and other elements within the PSM and
to ensure compliance with the regulator's
expectations on model risk management
principles for banks.

— Scheduled regular updates to review
management's progress against agreed
milestones of the IRB Hybrid Model.

For more, see the 'Model risk' section
of the Risk review.

Santander UK Group Holdings plc 64



Sustainability and

Strategic Report Responsible Banking Governance

Board Audit Committee Chair's report

Michelle Hinchliffe
Chair

Introduction

On behalf of the Committee, | am pleased to
present the Board Audit Committee report,
setting out the key topics we considered in the
year. Firstly,  would like to thank Chris Jones,
who stepped down as Committee Chair on

30 September 2023, for his excellent
stewardship of the Committee.

When feasible, the Committee and the RFB
Committee (together the Committees) conduct

their business concurrently to ensure alignment -

of practices, policies and procedures. | am also
the Chair of the RFB Committee and, as the vast
majority of Santander UK's business is within
the RFB's perimeter, this report details the
governance arrangements, practices and
activities of both Committees.

Committees' responsibilities

Oversight of the integrity of the financial
statements of the Company and any formal
announcements relating to its financial
performance, including underlying significant
financial reporting judgements and estimates.

Oversight of internal financial control
effectiveness.

Oversight of the relationship with our external
auditors including their independence and
objectivity, audit scope and effectiveness of the
audit process in respect of their statutory audit
of the annual financial statements.

Oversight of the Internal Audit function.
Oversight of Recovery and Resolution planning

Oversight of Whistleblowing arrangements.

Committee members
At 29 February 2024

Michelle Hinchliffe (Chair)

Ed Giera _

Lisa Fretwell
Nicky Morgan*
Mark Lewis*

*Joined on 1 January 2024 -
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Risk review Financial review

Key activities in the year
In 2023, the focus of the Committees' work was in
the following areas:

Financial reporting

- Challenging the macroeconomic scenarios
weights and other inputs to our credit risk
models for purposes of estimating expected
credit loss (ECL) provisions, to ensure
appropriateness.

Considering management's proposals on
Judgemental Adjustments (JA) to the ECL,
including a new JA to reflect the increasing risk
of customers refinancing into a higher interest
rate environment.

Reviewing management's approach and key
methodology changes for new mortgage and
corporate ECL models, and supporting
simplifications to reduce run time and allow for
increased macroeconomic sensitivity analysis.
We will continue to monitor the implementation
of the new ECL models, which is expected to be
completedin H1 2024.

Considering management's proposals on key
inputs to our interest rate models and
challenging the calculation of JA's.

Considering the pension scheme asset valuation
procedures that were completed for the year-
end and reviewing key assumptions and inputs
to the calculation of the defined benefit
obligation.

Reviewing the goodwill balances to identify any
indicators of impairment and consideration of
the disclosures made to ensure that the key
sensitivities and potential impacts are
appropriately highlighted.

Reviewing the financial reporting disclosures in
the quarterly financial statements, and
challenged the assessment of contingent Liability
matters and their disclosures.

Oversight of external auditors

— Approving the external auditor's proposed audit
scope and related fee proposal.

Considering the FRC's thematic Audit Quality
Inspection Report published in July 2023 and
other audit quality indicators including PwC
Transparency Report as part of our annual
assessment of PwC's performance.

Reviewing PwC's reports on findings and
recommendations on internal control and
financial reporting matters identified during their
audit and their view of management's progress
in resolving them.

Discussing developments in financial reporting
including changes to statute, accounting
standards and best practice.

Monitoring the ongoing independence of PwC.

Shareholder
information

Financial
statements

Internal controls and regulatory reporting

Overseeing the 100% independent testing of
Sarbanes-Oxley (SOx) controls, identified control
deficiencies and related remediation plans.
Continuing focus on oversight of the
procurement process including consultant
spend.

Overseeing management's capital and liquidity
regulatory reporting programs to ensure
continued compliance with changing
requirements and standards.

Reviewing the control environment in Consumer
Finance following it coming into full scope of the
SOx audit.

Internal Audit

Monitoring progress against the 2023 Audit
Plan.

Monitoring past due Internal Audit
recommendations and management's
remediation plan to close them.

Receiving regular updates on the operational
effectiveness of Internal Audit to ensure the
quality and experience is appropriate for the
business and that it is appropriately resourced.
Considering the results of Internal Audit reviews
in conjunction with relevant Line T management
as appropriate.

Considering the 2024 Audit Plan and annual
report for recommendation to the Board.
Considering the appointment of Deloitte to carry
out an External Quality Assessment and the
subsequent report and findings from Deloitte.

Recovery and Resolution planning

— Overseeing management's progress on
resolvability, including reviewing the
preparations for and submission of the second
resolvability public disclosure and arrangements
supporting the ongoing maintenance and, where
appropriate, enhancement of the Company's
resolution capabilities.

Overseeing the updating of the recovery plan.

Whistleblowing

Monitoring management's continued
embedding of its whistleblowing framework and
arrangements. We continued to refine our
policies and operating procedures to stay
abreast of best practice.

Considering key themes and individual
whistleblow cases where appropriate.
Considering the whistleblowing annual report to
the Board.
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Financial reporting

Significant financial reporting issues including judgements and estimates
The use of assumptions or estimates and the application of management judgement is an essential part of financial reporting. This is considered by the
Committee on at least a quarterly basis.

Financial Shareholder
Financial review statements information

In 2023, we focused on the following significant reporting matters in relation to financial accounting and disclosures:

Financial reporting issue

Credit impairment
charges

Determining the
appropriateness of credit
impairment charges is
highly judgemental
requiring management to
make a number of
assumptions.

Provisions and
Contingent liabilities
The provisions for
customer remediation,
litigation and other
regulatory activities
continued to be highly
judgemental and have
required significant
assumptions.

Annual Report 2023

Action taken by the Board Audit Committee

Overall approach

Considered the challenges in applying management

judgements on IFRS 9 ECL provisioning given the cost of

living crisis and higher base rate environment.

- Reviewed the fully updated macroeconomic scenarios and
weights on a quarterly basis, which captured a wide range of
potential outcomes for the UK economy, particularly in light
of the current high inflation environment.

- Oversaw improvements in the framework to identify when a
new JA is needed or an existing JA is no longer needed.

- Challenged management to ensure appropriate time is given
to complete model governance to allow a high quality, well
controlled implementation. We monitored the progress of
the new model development that was running in parallel
with the current models in H223 and which is due to go live
in H124 after an independent model validation review.
Models are not expected to result in a material change in
ECL.

Retail and corporate credit impairment charges

- Reviewed detailed reports from management throughout
the year to satisfy ourselves that Significant Increase in
Credit Risk (SICR) triggers had been correctly identified.

- Considered management's proposal to introduce a new
Mortgage Refinancing JA to target customers susceptible to
refinance risk in response to the cost of living crisis and
increased interest rates.

- Scrutinised the level and adequacy of customer remediation,
litigation and other regulatory provisions and challenged
management’s assumptions.

- Monitored progress on litigation with a third party over an
alleged PPI liability and reviewed judgements and estimates
on the level of provision for potential future legal claims.

- Reviewed management's judgements and estimates in
respect of any potential liability in relation to on-going
German dividend tax arbitrage transactions regulatory and
law enforcement investigations.

- Reviewed the risks related to historical Motor Finance
commissions arrangements and challenged management's
assessment that it is not considered that a legal or
constructive obligation has been incurred in relation to these
matters that would require a provision to be recognised at
this stage.

Outcome

- Agreed with management on the level of disclosures on
management judgements and estimates

- Satisfied ourselves with the robustness of the process used to
arrive at the management judgements and estimates as well
as with the management judgements and estimates
themselves.

- Endorsed the quarterly updates to the macroeconomic
scenarios and weights.

- Endorsed the improvements in the JA framework.

- Endorsed management's approach and key methodology
changes for new mortgage and corporate ECL models.

- Monitored governance and progress on the implementation
of new ECL models which are due to go live in H124.

See the 'Credit risk' section in the Risk review.

See 'Critical judgements and accounting estimates' in Note 1 to
the Consolidated Financial Statements.

- Concurred with management's judgement on the level of
retail and corporate credit impairment charges, concluding
that the underlying assumptions were appropriate.

- Agreed with management's updates on existing and new JAs.

See 'Critical judgements and accounting estimates' in Note 1 to
the Consolidated Financial Statements.

See Note 13 to the Consolidated Financial Statements.

See 'Credit risk’ in the Risk Review.

- Agreed with management's judgement on the level of
customer remediation, Llitigation and other regulatory
provisions and/or contingent liability disclosures.

- Endorsed management's assessment that it is not considered
that a legal or constructive obligation has been incurred in
relation to the Motor Finance commissions review.

- Endorsed the proposed year-end disclosures.

See 'Critical judgements and accounting estimates' in Note 1 to
the Consolidated Financial Statements.

See Note 29 and 31 to the Consolidated Financial Statements.
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Financial reporting issue

Defined benefit pension
schemes

Significant judgement is
required on the key
assumptions underlying
defined benefit pension
asset and liability
calculations. Outcomes
remain inherently
uncertain.

Goodwill and the
Company's investment
in Santander UK plc

Other areas

Action taken by the Board Audit Committee
- Reviewed management's approach regarding the principal

Financial review

Shareholder
information

Financial
statements

Outcome

assumptions underlying the defined benefit pension asset and

liability calculations.

- Reviewed management's approach to illiquid assets valuation
where there is inherent uncertainty as their values are based on

unobservable market inputs. Reviewed the proposal to

continue to use the unaudited flash valuations provided by our -
private equity advisors, following review of the testing carried
out against final audited valuations, and the conclusion that this —

is management's best estimate of the value.

- Reviewed management's proposals to update the mortality
projections to reflect the latest published CMI projections.

— Assessed management's proposal to apply a model discount

rate overlay at 31 December 2023 as the difference between it
and the average of benchmark model discount rates exceeded

management's policy threshold to make an adjustment.

Agreed with management's approach regarding the principal
assumptions.

Agreed with management's approach to illiquid assets
valuation, including the proposal to continue to use the
unaudited flash valuations provided by our private equity
advisors.

Agreed with management's proposals to update the mortality
projections to reflect the latest published CMI projections.
Supported management's proposal to apply an overlay to the
model discount rate at 31 December 2023.

Endorsed the proposed quantitative and qualitative year-end
disclosures in respect of pension obligations.

See 'Critical judgements and accounting estimates' in Note 1 to
the Consolidated Financial Statements.

See Note 30 to the Consolidated Financial Statements.

- Monitored the continued appropriateness of the methodology

for defined benefit pension calculations and reviewed the

See 'Pension risk'in the Risk Review.

inflation, discount and mortality rates applied at the year-end.

- Monitored the continued appropriateness of the methodology -
applied in management's annual impairment assessments for

goodwill and the cost of the Company's investment in
Santander UK plc including the discount rate, the long-term

growth rate and the cash flow projections applied in the annual

impairment assessment.

- Reviewed the outcome of management's going concern and
viability assessments.

- Reviewed the outcome of management's assessment of
climate risk exposure.

— Reviewed results of the reviews of cybersecurity risk and
controls performed by the Internal Audit function.

Agreed with management that no impairments to goodwill or
the cost of the Company's investment in Santander UK plc
should be recognised in 2023.

See Note 20 to the Consolidated Financial Statements.

Agreed with management that the going concern basis of
accounting remained appropriate at 31 December 2023.
Reconfirmed that three years was an appropriate time horizon
for the viability assessment.

Agreed with management that no impairment should be
recognised in relation to climate risk in 2023.

The Committee’s focus continues to be on areas of
significant judgement and estimate which pose the
greatest risk of a material financial statement
misstatement. In doing so we consider carefully the
views of PwC, our external auditors, who
constructively challenge the Company's financial
reporting. In addition to the areas set out in the
preceding table, the Committee also considers
other higher risk items. For 2023, these continued
to include the identification and assessment of risks
of material misstatement due to management
fraud or error. We also considered management's
assessment of the effectiveness of model risk
management for financial reporting related
models.

Disclosure in the Annual Report

We received verbal updates, in respect of each
quarterly financial report, from the Disclosure
Committee, a senior executive committee chaired
by the CFO. Its remit is to advise the Committee on
the completeness and accuracy of disclosures in
the Company's external reporting. Some of the
Committee's disclosure considerations included:

- ESG data project plans and its impact on
improving controls and quality of disclosures.

- Climate change and the transition to a low
carbon economy, and its potential impact on the
financial statements.

Annual Report 2023

Endorsed the proposed year end disclosures.

See Note 1 and 'Going concern' in this report and in the Directors'

report.

This, together with other reports received in the
year, and a review of best practice and peer
approaches, enabled us to conclude that we were
satisfied with the disclosures in this Annual Report.

Management also engaged with the Board and the
Committee early on in 2023 in respect of the
approach to the Annual Report which enabled us to
input into the overall tone and messaging in a
timely manner.

Fair, balanced and understandable

The Disclosure Committee also reports on whether
the Annual Report is fair, balanced, and
understandable and whether it provides the
information necessary for readers to assess
Santander UK's position and performance, business
model and strategy.

In this context, the Disclosure Committee
considered whether:

- Key messages are consistent throughout the
document, relating to financial performance and
progress against strategic priorities.

- Key judgements and estimates, significant risks
and issues are reported clearly and adequately.

— The Annual Report has a clear framework with
good signposting and a complete picture of
performance and events.

The Committee's assessment of fair, balanced and
understandable is also underpinned by the
understanding it gains through the reporting made
to it throughout the year relating to management
judgements and estimates, internal control
matters, Internal Audit activities and the reports of
the external auditors. Our assessment also
considers the robustness and outcomes of the
assurance, review and verification processes
conducted by management and whether the key
risks reflected the Committee's concerns and were
consistent with those reported by management.

Following our assessment, we concluded that the
2023 Annual Report was fair, balanced and
understandable.

Financial Reporting Council (FRC) Annual Review
of Corporate Reporting 2022/23

In November 2023, the FRC issued a report which
sets out its views on key developments for annual
reports, codifying its Thematic Reviews. The report
highlighted areas of high-quality reporting, but also
drew attention to improvements that would be
needed in areas such as disclosures on the
impairment of assets, judgements and estimates,
cash flow statements, and the requirement for the
Strategic Report to be 'fair, balanced and
comprehensive'.

Santander UK Group Holdings plc 67



Sustainability and

Strategic Report Responsible Banking

Governance

Risk review Financial review

Board Audit Committee Chair’s report continued

As part of our oversight of this area, management
reported to us on its work in the areas of interest to
the FRC. We are satisfied that management
appropriately addressed the areas identified by the
FRC in the preparation of this Annual Report.

Alternative Performance Measures (APMs)

This Annual Report includes a number of financial
measures which are not accounting measures
within the scope of IFRS. Such non-IFRS measures
are APMs and include financial measures of
historical or future performance or financial
position that exclude or include amounts that
would not be adjusted in the most comparable IFRS
measures.

Management reviews these APMs to measure
Santander UK's overall performance, position and
profitability, and believes that their presentation
provides useful information to investors. For
definitions of these APMs and, where they are
adjusted, reconciliations to the most comparable
IFRS measures, see the 'Financial review' section.

We reviewed the APMs and are satisfied that they
provide useful information to investors, and that
management has clearly identified the APMs in this
Annual Report and, where such APMs are adjusted,
reconciled them to the most comparable IFRS
measures.

Going concern

We satisfied ourselves that it is appropriate to use
the going concern basis of accounting in preparing
the financial statements, supported by a detailed
analysis provided by senior Finance management.

As part of the assessment, we considered whether
there are sufficient financial resources, including
liquidity and capital, available to continue the
operations of Santander UK. We considered
Santander UK's resilience in the face of potential
stress and prominent events. In making our
assessment, we considered all information of
which we were aware about the future, which was
at least, but not limited to, 12 months from the
date that the balance sheet was signed.

Viability Statement

The going concern assessment is further enhanced
by the Viability Statement, in line with the UK 2018
Corporate Governance Code. This statement
requires the Directors to explain how they have
assessed Santander UK's prospects, over what
period they have done so and why they consider
that period appropriate. The full disclosures are
included in the Directors' report and we have
satisfied ourselves that a three-year time period for
the viability statement remains appropriate.

Although the determination of longer-term viability
is of inherent uncertainty, banks are subject to
extensive regulatory measures including having to
meet minimum capital and liquidity requirements
as well as having to carry out stress tests. A time
period of three years remains consistent with our
planning horizon and that covered by regulatory
monitoring and is consistent with the regulatory
horizon.
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Oversight of external auditors

External Auditors

PwC were appointed in 2016 and their
independence was considered and monitored
throughout the year. We were satisfied that PwC
continued to meet the independence requirements.
lan Godsmark has been lead audit engagement
partner since June 2022.

A Banco Santander group wide external audit
tender will be undertaken in the first half of 2024
for the appointment of financial years 2026, 2027
and 2028. The Committee will oversee the process
locally with selected candidate firms and will be
focusing on audit quality and expertise to ensure
high quality audit standards are retained. A
recommendation will be made for the preferred
firm to Banco Santander based on a robust review
of the selected firms' proposals.

Oversight of the relationship
Our review of the relationship with PwCincluded
the following activities:

— Consideration of their audit plan and updates.

— Consideration of their work relating to
management judgements and estimates.

— Consideration of the summary of misstatements
not corrected by management. The Committee
was satisfied that they were not quantitatively or
qualitatively material, either individually orin the
aggregate at each quarter.

— Discussion on the level of disclosure in the
Annual Report and Half Yearly Financial Report
to satisfy ourselves that it is appropriate.

— Discussion of developments in financial
reporting including changes to statute,
accounting standards and best practice.

— Review of PwC's reports on findings and
recommendations on internal control and
financial reporting matters identified during their
audit and their view of management's progress
in resolving them.

- Interactions, including meetings in private
session during Committee meetings, and at
other times throughout the year.

— Consideration of Santander UK specific
independence issues, as well as those of PwC.

— Consideration of the FRC's thematic Audit Quality
Inspection Report published in July 2023 and
other audit quality indicators including the PwC
Transparency Report as part of our annual
assessment of PwC's performance.

— Consideration of the FRC's Audit Committee and
the External Auditor: Minimum Standard which
was published in May 2023.

Based on the above inputs, captured in a formalised
assessment, the Committee satisfied itself as to the
rigour and quality of PwC's audit process.

Shareholder
information

Financial
statements

Non-audit fees

We have a robust policy on non-audit services
provided by our external auditors. Non-audit
services were under continuous review throughout
2023 to determine that they were permitted by
reference to their nature, assessing potential
threats and safeguards to auditor independence as
well as the overall ratio of audit to non-audit fees.

All assignments require advance approval, either by
the Chair (or in their absence their alternate), under
delegated authority for amounts under £250,000
plus VAT or, if larger, by the Committee. This
process is in addition to the requirement for all
non-audit fees to be approved by the Banco
Santander Audit Committee.

The fees for non-audit work performed by PwCin
the year, are disclosed in Note 7 to the
Consolidated Financial Statements. We ensured
that these met the external and internal tests for
maintaining their independence, including evidence
of their professional scepticism. During 2023, the
Company paid a fee of £1.59m to PwCin relation to
incremental work undertaken in support of their
audit of Banco Santander SA.

In 2023, PwC's non-audit related fees were 21% for
the Company and 9% for the RFB of their total audit
fees, well within the required cap of 70%.

Internal Controls and regulatory reporting

The Board Risk Committee has overall
responsibility for the effectiveness of the internal
control systems. However, due to the nature of
internal control matters, there is a degree of
overlap in responsibilities with those of this
Committee, particularly regarding financial
reporting controls.

Section 404 of the Sarbanes-Oxley Act requires
management to report on the design and
effectiveness of its internal controls over financial
reporting (ICFR) framework. The Committee
considered management's SOx testing framework
including 100% independent design and
effectiveness testing of controls; reviewing the
adequacy of data lineage; and the importance of
the deficiencies identified when considering root
causes and the remediation plans.

Recognising the importance within statutory and
regulatory reporting of capital and risk-weighted
asset metrics, many of which are not subject to
external audit, the Committee retained its focus on
the level of comfort we obtain. We also reviewed
the processes and governance in respect of
preparing additional capital and risk management
disclosures. We had a specific focus on liquidity risk
reporting which is subject to a control
enhancement programme.

The Committee continued to monitor the control
framework in place in respect of consultancy
engagement as well as associated spend and
performance of consultants.
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Internal Audit

The Internal Audit plan, based on a comprehensive
risk assessment, including budget and resources,
was reviewed and challenged by the Committee
prior to recommendation to the Board for its
approval. The plan was updated at regular intervals
in 2023 in response to emerging risks, changes in
the business and the regulatory environment and
at the request of the Committee. Material changes,
mainly additions and deletions, were formally
approved by the Committee.

As part of our oversight, we received regular
updates from our Chief Internal Auditor on internal
audit matters which included summaries of the
most relevant conclusions of the audits completed,
and progress on implementing recommendations
with special consideration to any significant
overdue recommendations, and broader root cause
analyses. All unsatisfactory rated audits were
subject to additional scrutiny by the Committee,
requiring the relevant business areas to present
their response and action plans to address the audit
findings.

We also oversaw the objective setting,
performance evaluation and remuneration of the
Chief Internal Auditor, ensuring objectives were
aligned to key priorities for the Company.

The Committee has approved the Internal Audit
Charter and receives regular updates on the quality
assurance, capabilities and capacity of the Internal
Audit function to ensure its operational
effectiveness and adequate independence.
Relevant changes in the organisational structure of
the Internal Audit function were also presented to
and discussed by the Committee. This is
supplemented by regular interactions between the
Chief Internal Auditor and the Committee Chair. We
also receive feedback on interactions between
Internal Audit, management and our external
auditors.

An External Quality Assessment (EQA), as required
every five years, was undertaken by Deloitte in the
first half of the year. The objective of the EQA was
to evaluate conformance of the Internal Audit
function with the Institute of Internal Auditors (lIA)
International Professional Practices Framework
which includes the IIA Standards and Code of
Ethics. Deloitte concluded that Internal Audit is
operating as a mature function compared to its
peers and 'Generally Conforms' with the II1A
Standards which is the highest rating attainable.
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Recovery and Resolution Planning

The Bank of England's (BoE) Resolvability
Assessment Framework (RAF) sets out how it
assesses UK financial firms' resolvability and
introduces a public disclosure regime. The
Committee oversaw management's progress on
resolvability, including reviewing the 2023
Resolvability Self-Assessment which was
submitted to the BoE in October 2023.

The Committee also oversaw the updating of the
recovery plan which was included in the Banco
Santander Recovery Plan submission to the
European Central Bank in October 2023 and
updated in January 2024.

Whistleblowing

The Committee oversees Santander UK's
whistleblowing arrangements including continuous
refinement of our processes to align with evolving
best practice. Santander UK recognises the
importance of creating an environment where
colleagues feel safe and able to Speak Up. Speaking
Up is a core behaviour at Santander UK and there
are a number of ways colleagues can do this,
including raising a concern via Santander UK's
Whistleblowing arrangements.

In 2023, management continued to manage the
whistleblowing framework and arrangements
under our oversight. We continued to refine our
policies and operating procedures to stay abreast of
best practice. During the year the team has been
enhanced to allow it to meet the expectations of
regulators and internal stakeholders, ensure
appropriate management of conduct risk and to
enable them to undertake additional activities.

The Committee considered bi-annual reports on
Santander UK's whistleblowing arrangements. This
included oversight and progress of concerns,
outcomes, identifiable trends, observable risks, the
regulatory environment, proposed changes to
legislation and activities to promote and enhance
the arrangements to support the culture of
speaking up. The Committee also reviewed the
annual Whistleblowing Report ahead of its
submission to the Board.

Shareholder
information

Financial
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The Committee is satisfied that Santander UK
complied with the FCA and PRA regulations on
whistleblowing in the year. Following the
retirement of Chris Jones, | assumed the
Whistleblowers' Champion role which is to oversee
the integrity, independence, and effectiveness of
the whistleblowing arrangements and
Whistleblowers' Champion. | am focused on
procedures and governance to prevent
victimisation of employees who raise a
whistleblowing concern. | meet regularly with
management and | have been involved in
overseeing the implementation of continuous
improvements to the arrangements.

Other areas of 2023 focus

The Committee also reviewed management's
preparedness for the adoption and publication of
an Audit and Assurance Policy (AAP), as required
under proposed legislation. This was prior to the
announcement from the Government on 16
October 2023 which withdrew the proposed
secondary legislation mandating additional
disclosure requirements including the requirement
to adopt an AAP and Resilience Statement.

The Committee also reviewed and recommended
the Taxation Strategy for 2022 to the Board for its
approval.

Effectiveness of the Committee

As noted in the Board and Committee effectiveness
section of the Chair's report on corporate
governance, the Committees' performance was
assessed as part of the annual review. The
Committees were rated highly and continue to
perform effectively.

In my capacity as Committee Chair, | meet with key
members of the management team and the
external auditors in advance of each Committee
meeting. | ensure that the Committee meets with
management and the external auditors in private
sessions. | also attend meetings with the PRA and
the FRC.

With regards to my operation as Committee Chair,
the Board has determined that | have the necessary
qualifications and skills to qualify as the Board
Audit Committee financial expert as defined in item
T16A of Form 20-F and by reference to the NYSE
listing standards.

Michelle Hinchliffe
29 February 2024
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Introduction

On behalf of the Committee,  am pleased to
present the Board Responsible Banking
Committee report.

When feasible, the Committee and the RFB
Committee (together the Committees) conduct
their business concurrently to ensure alignment
of practices, policies and procedures. As the vast
majority of Santander UK's business is within
the RFB's perimeter, this report details the
governance arrangements, practices and
activities of both Committees.

I became Chair of the Committee, in addition to
the RFB Committee, when the membership of
the Committee and the RFB Committee was
aligned on 1 January 2024 as a result of
revisions to our ring-fencing rule modifications.
I'would like to thank Ed Giera, the previous
Committee Chair, for his guardianship. Ed and |
collaborated throughout the year to ensure
that matters were considered by the
appropriate Committee and that there were no
gaps in coverage. Further details on the
changes to the composition of the Committees
during the year can be found in the Chair's
report on corporate governance.

Committees' responsibilities

Support management in shaping, driving and
delivering the responsible banking agenda of
the business across a broad spectrum of areas
including customers, culture, diversity and
inclusion, conduct, communities and climate
change and the environment (the Board Risk
Committee is responsible for overseeing the
risks associated with climate change).

At 29 February 2024
Nicky Morgan (Chair)’
Lisa Fretwell

Ed Giera

Michelle Hinchliffe

.2
Mark Lewis

Jose Maria Roldan

! Joined as a member and Chair on 1 January 2024
? Joined on 1 January 2024
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Key activities in the year
In 2023, the focus of the Committees' work was in
the following areas:

Responsible Banking

Responsible banking is a broad term covering an
extensive array of environmental, social and
governance-related (ESG) matters that are key to
delivering Santander UK's strategy. We agreed
our Responsible Banking strategy in 2021. In
2023, we endorsed the evolution of the related
target operating model to align with the ESG
framework and Banco Santander's approach.

We have kept abreast of progress against our
strategy, encouraging management to ensure
ESG targets are stretching and meaningful.

Our customers

The Committees' strong focus on supporting our
customers continued in 2023 as we recognised the
many challenges facing them, including the cost of
living crisis, higher borrowing costs and ever
increasing, sophisticated fraud attacks.

At each quarterly meeting, the Committees
received holistic reports on how well we are
supporting our customers, as well as risk-based
deep dives on matters such as:

- support for our vulnerable customers

— customer support during the cost of living crisis

— protecting our customers from fraud

- support for those at risk of gambling addictions

- responsible lending

- branch network strategy, including Work Cafes

- Consumer Duty implementation which you can
read more about in the s172: Stakeholder voice
section in the Strategic report.

Management continues to take proactive steps to
support our customers, such as educating
customers potentially at risk of gambling addiction
on practical solutions to manage their interests,
implementing new technology to fight fraud and
contacting customers to notify them of higher
savings rates available. We were pleased to hear
that management continues to invest in training for
our customer-facing employees to ensure they are
fully equipped to deal with the most complex and
often emotionally triggering customer issues.

We continued to monitor customer satisfaction via
our Net Promoter Scores and to encourage
management to resolve the underlying factors that
negatively affect customers' experience. We
believe management has taken the right steps to
help our customers and promote good outcomes,
and we encourage them to continue to do so.

Our people and culture

Given its importance to the organisation, we spend
a significant proportion of our meeting time
assessing our culture. To allow us to gain insight
into different teams' cultures and Santander UK's
approach to different issues, we continued our
‘Employee Voice' discussions, hearing from
Procurement, Legal and Corporate Governance and
some of our high potential female employees.

Annemarie Durbin handed the role of Santander UK
plc Employee Designated Director to Lisa Fretwell
in the year and they reported on their interactions
with colleagues at each quarterly meeting.

Shareholder
information

Financial
statements

Each NED was given a full employee engagement
programme for 2023 and they shared their insights
and experiences from these.

Itis widely accepted that, while having the right
culture is crucial to the success of any organisation,
itis a challenge to measure and monitor that
culture. We measure it via staff sentiment, but
recognise this is only one view of culture and so we
asked management to create a more holistic
culture dashboard that we can use to support our
oversight role. While this is still a work in progress,
we are pleased with progress and expect to have a
comprehensive oversight model in place for 2024.

Diversity, Equity and Inclusion is a strength that
Santander UK and the Boards are keen to continue
to develop and strengthen. In 2023, we considered
valuable insights provided by management as to
what activity would really turn the dial to increase
diversity and reduce our pay gaps. We agreed a new
strategy in February 2024 and | look forward to
reporting on that and our progress against it in next
year's report. You can read our Diversity, Equity &
Inclusion and Pay Gap report on our website.

Regulators, conduct and compliance

Our regulators are key stakeholders as they
authorise Santander UK to provide our services to
our customers. Complying with regulatory
requirements and best practice is a priority and at
each quarterly meeting, the RFB Committee
receives comprehensive updates on the RFB's
conduct and regulatory risk status, as well as
actions to resolve any issues. The report also
includes 'horizon scanning' to give insight on what
regulatory or compliance matters are expected and
how management plans to address them.

Akey part of our regulatory agenda in 2023 was to
oversee implementation of the new Consumer
Duty for the benefit of our customers.

Community and suppliers

To ensure that we are doing the right thing by our
communities and suppliers, we received reports on
a multitude of matters, including on our ethical
procurement approach, activities undertaken to
ensure that no modern slavery exists in our supply
chains and the financial education we are providing
to customers and communities. We are pleased
with our progress in these areas and continue to
encourage management to do more.

Responding to climate change

See the s172: Stakeholder voice section in the
Strategic report for more on our climate strategy
and transition planning. As a result of feedback
from Committee members, we plan to hold at least
one training session on ESG and climate matters
given how quickly these areas are progressing.

Effectiveness of the Committee

As noted in the Board and Committee effectiveness
section of the Chair's report on corporate
governance, the Committees' performance was
assessed as part of the annual review. The
Committees were rated highly and continue to
perform effectively.

Nicky Morgan
29 February 2024
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Introduction

On behalf of the Committee, | am pleased to
present the Board Remuneration Committee
report.

When feasible, the Committee and the RFB
Committee (together the Committees) conduct
their business concurrently to ensure alignment
of practices, policies and procedures. As the vast
majority of Santander UK's business is within the
RFB's perimeter, this report details the
governance arrangements, practices and
activities of both Committees.

| became Chair of the RFB Committee on

16 December 2023 and Chair of the Committee
on T January 2024 when the membership of the
Committees was aligned as a result of revisions
to our ring-fencing rule modifications. I would like
to thank Annemarie Durbin, the previous RFB
Committee Chair, and Chris Jones and Lisa
Fretwell, the previous Committee Chairs, for their
excellent stewardship of the Committees. We
collaborated throughout the year to ensure that
matters were considered by the appropriate
Committee and that there were no gaps in
coverage. Further details on the changes to the
composition of the Committees during the year
can be found in the Chair's report on corporate
governance.

Committees' responsibilities

Setting the overarching principles and
parameters of remuneration policy. It does this
in consultation with the RFB Committee to
ensure that the RFB can comply with its legal
and regulatory obligations, including ring-
fencing

Overseeing the implementation of
remuneration policy, including approving
individual remuneration packages and the
bonus framework and outcomes for EDs and
other senior executives

Approving the framework for identifying
Material Risk Takers (MRTs) and overseeing
their remuneration arrangements

Reviewing the remuneration arrangements for
all colleagues

Committee members
At 29 February 2024
Mark Lewis (Chair)*

Lisa Fretwell

Ed Giera

*Joined as a member and Chair on 1 January 2024.
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Key activities in the year
In 2023, the focus of the Committees' work was in
the following areas:

Aligning remuneration with our strategic
priorities and good customer outcomes

The core principles of our approach to
remuneration continue to be a clear link between
pay and performance and alignment to our
strategy, risk appetite and culture, which supports
the delivery of good outcomes for our customers
and treats all our colleagues fairly. Each year we
carefully scrutinise our variable pay framework to
ensure it remains closely aligned with our strategic
priorities and continues to reflect the culture and
behaviours we expect from our colleagues. For
2023 we agreed a balanced scorecard of financial
and non-financial metrics with appropriately
stretching targets focused on Customers,
Shareholder, Sustainability and Responsible
Banking. These metrics and targets were designed
to motivate our people to deliver on our goals and
create long-term value for our shareholders, while
balancing the interests of our key stakeholders.

Santander UK is committed to delivering good
outcomes for its customers and the Committees
took steps this year to ensure that the variable pay
metrics were aligned with the objectives of the new
Consumer Duty. In line with this aim, customer
satisfaction and loyalty remained a key element of
the 2023 bonus scorecard. More broadly, we
reviewed and approved changes to our
remuneration framework and policies to ensure
they appropriately reflected the higher standards
expected under the Consumer Duty and reinforced
one of our core behaviours, Think Customer.

Our Sustainability and Responsible Banking
ambitions continue to be an important priority and
we ensured this had a sufficient representation in
the scorecard, through metrics including colleague
engagement, colleague inclusion and gender and
ethnic diversity. Further, we reported to you last
year that the incorporation of a sustainability metric
aimed at supporting our customers to reduce their
carbon emissions would be considered in 2023.
This was challenged extensively by the Board
Responsible Banking Committee (RBC), as part of
which it considered the approaches being taken by
our industry peers in this area. The RBC determined
that the most appropriate focus for 2023 would be
incentivising management to formulate a robust
climate strategy and transition plan, which was
aligned to our business strategy, by the end of the
year. On the RBC's recommendation, the
Committees agreed the inclusion of this objective in
the 2023 bonus scorecard.

Santander UK continues to evolve its approach in
this area. For more on our Sustainability and
Responsible Banking strategy and climate
transition plan, see the Sustainability and
Responsible Banking report. For more on the 2023
variable pay framework, including the scorecard
metrics for Santander UK plc, see the Remuneration
Implementation Report.

Shareholder
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Business performance in 2023 and impact on
remuneration

When determining variable pay for 2023, the
Committees carefully considered the performance
delivered against the bonus scorecard metrics,
including those designed to promote positive
outcomes for our broader stakeholder groups, to
ensure a balanced and proportionate outcome.
While seeking to fairly reward the strong business
performance and other achievements delivered
during the year, we remained mindful of the
continuing pressures on our customers, colleagues
and wider communities driven by higher interest
rates and cost of living. We also took into account
an assessment of current and future risks when
approving the overall bonus pools for Santander
UK, Santander Consumer UK and Santander
Financial Services, as well as the bonus awards for
the EDs and other senior executives.

The Committees are satisfied that 2023 variable
pay outcomes for all colleagues appropriately
reflect Santander UK's financial and non-financial
performance and are fair, consistent, and aligned to
our stakeholders' interests. For more, see the
Remuneration Implementation Report.

Our approach to risk adjustments

Our risk adjustment procedures, which are
applicable to all colleagues, are robust and well-
embedded within our remuneration framework.
We continue to use a range of risk adjustment
mechanisms, including reducing the bonus pool
and / or individual bonus awards in the current and
previous years, and / or reducing the amount of any
unvested deferred variable remuneration. Our
approach to risk adjustment is under continuous
review to adapt to the changes in Santander UK's
operating environment, ensuring that they remain
comprehensive, relevant and compliant with
regulatory requirements. In particular, this year we
agreed enhancements to our risk adjustment
standards which included consideration of climate
change risk management and the implementation
and ongoing embedding of the new Consumer Duty
as part of the qualitative assessment.

The CRO reports to us regularly, commenting on
the risk profile and performance of the business in
the year, and recommending any bonus pool,
collective or individual adjustments that we may
wish to implement as a result. The CRO's
assessment takes into account the Chief Internal
Auditor's perspectives on the control environment.
The Committees also seek assurance from the
Board Risk Committee on risk performance and any
potential areas requiring adjustment.

We also hear from the Chief Compliance Officer on
investigations into incidents affecting Santander UK
and any resulting recommendations on individual
remuneration risk adjustments. During the year,
the Committees reviewed and approved a
refreshed individual accountability process and
standard to ensure our individual accountability
arrangements are efficient and effective.

The Committees spent considerable time
determining the appropriate way to reflect the
current risk issues in the variable pay outcomes for
2023 and are content that the resulting outcomes
are fair and proportionate.
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Supporting our colleagues

The Committees' roles and remits extend beyond
the remuneration of the EDs to include other senior
leaders (including MRTs) and, importantly, to
overseeing the implementation of reward and
benefits policies for all colleagues across Santander
UK. The Committees undertake annual reviews of
remuneration and benefits for the wider workforce
and receive updates throughout the year on related
key matters. This helps us to ensure that executive
remuneration decisions are informed by, and
consistent with, the approach taken for employees
more broadly.

We are committed to ensuring our colleagues are
fairly rewarded and have access to a
comprehensive and meaningful range of benefits.
This is important not only for attracting and
retaining talented individuals but also for
supporting our people, particularly the lowest paid,
amid the ongoing inflationary environment and
associated cost of living challenges. In last year's
report we outlined several initiatives implemented
in 2022 to help colleagues manage these
affordability challenges and are pleased to have
continued this support in 2023 through an
exceptional one-off payment of £400 to all
colleagues below senior leader level. This was in
addition to a competitive pay award for our lower-
paid colleagues. We also further raised our entry-
level salaries from 1 March 2023, increased the
periods of paid parental and bereavement leave
available to our workforce, and simplified and
enhanced our defined contribution pension scheme
which now offers greater flexibility to colleagues.

The Committees monitor management's progress
in achieving our objective of harmonising the
pension benefits we provide to our senior leaders
and wider colleagues and were updated this year
on steps being taken to accelerate this activity. We
will continue to challenge management to ensure
our overall benefits offering remains competitive
and supports employee wellbeing.

Santander UK continues to be an accredited Real
Living Wage employer, a status over which the
Committees maintain oversight.

We have once again voluntarily disclosed our CEO
pay ratio. For more, see the Remuneration
Implementation Report.

Transformation Incentive Plan

The performance period for the Transformation
Incentive Plan (TIP) concluded at the end of 2023.
This was a one-off long-term incentive plan
designed to incentivise the delivery of our
transformation agenda by recognising and
rewarding the achievement of key internal financial
targets and an enhanced customer experience,
whilst maintaining appropriate controls around
conduct and risk management, over the course of
Santander UK's transformation period.

The RFB Committee tracked performance against
the TIP performance conditions, and scrutinised
and approved the final outcomes in February 2024,
taking into account an assessment of risk
performance by the BRC.

Annual Report 2023

Executive Director reward

InJuly 2023, we announced the departure of Duke
Dayal, our former CFO, who left the business later
in the year to pursue new business opportunities.
Upon Duke's departure, his unvested deferred
remuneration lapsed, and he was not eligible for a
2023 bonus award. The Committees reviewed and
agreed the total remuneration package for our new
CFO, Angel Santodomingo, who will be appointed
to the Board once regulatory approval is received.
In determining Angel's package, we carefully
considered the relevant external market
benchmarks and its alignment to our remuneration
policy. Further details will be provided in next year's
Remuneration Implementation Report.

Senior leader reward

To deliver our strategy, it is important that
Santander UK can attract, retain and motivate top
talent with the right skills and experience. To
support us in doing so, the Committees have
continued to monitor our remuneration framework
and approach to external market benchmarking,
with the support of our Independent Remuneration
Adviser. In the year, we challenged management to
refresh our approach to external benchmarking of
executive remuneration to ensure it was
appropriately tailored and robust. Where the
business recruited or promoted senior members of
management, we scrutinised the proposed
remuneration and challenged where appropriate.

This year we agreed a change to the operation of
our remuneration policy to give MRTs more
flexibility in how they receive their bonus awards.
They can now choose to receive 25% of their bonus
awards in market value options in Banco Santander
SA shares, with the rest to be delivered in cash
(50%) and Banco Santander SA shares (25%). Any
MRTs who do not elect to receive part of their
awards in options will continue to receive 50% in
cash and 50% in Banco Santander SA shares. This
aligns with the approach being taken across Banco
Santander SA.

Board Chair fee

The Committees review the Board Chair's fee on a
regular basis and agreed an increase of 7.4% in
2023. This is the first increase made to the Board
Chair's fee since his appointmentin 2020 and is
considered appropriate to reflect the time
commitment and regulatory expectations of the
role. The fees for the other NEDs are determined by
the Board Chair and the CEO. You can read more in
the Remuneration Implementation Report.

Diversity, equity and inclusion

Strengthening diversity, equity and inclusion is a
long-term strategic commitment for Santander UK.
We recognise the benefits of this on our colleagues
and wider communities, and the value it adds to
our business. While the Committees are
responsible for overseeing Santander UK's
approach to pay gap reporting, the RBC has
responsibility for overseeing management's
approach to, and progress in, improving diversity,
equity and inclusion across Santander UK. For more
on this, see the Board Responsible Banking
Committee Chair's report.
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Our 2023 Diversity, Equity & Inclusion and Pay Gap
Report was analysed and approved by the RFB
Committee and published in December 2023. As
well as publishing the required disclosures on our
gender pay gaps, we have also voluntarily included
our ethnicity pay gaps. Given our commitment to
inclusion more broadly, we have continued to
provide a more holistic overview of our actions and
progress towards achieving everyday inclusion,
including additional metrics on diversity
representation and employee experience. For more
on our approach to diversity, equity and inclusion,
see the Sustainability review in the Strategic report.

In terms of the results, the gender pay and bonus
gaps for the Santander UK group reduced in 2023.
However, ethnicity pay and bonus gaps generally
increased. Santander UK has become more
ethnically diverse throughout all the role grades,
although in particular amongst less senior roles
which has had a negative impact on reported
ethnicity pay gaps. Management will seek to
support the progression of colleagues from ethnic
minorities through the organisation and into more
senior roles, with a view to narrowing the gaps in
the longer-term. For more, see the Diversity, Equity
& Inclusion and Pay Gap Report on our website,
which does not form part of this Annual Report.

Regulatory changes and engagement

Regulatory requirements and expectations are at
the forefront of the Committees' considerations
when making decisions and we are kept abreast of
changes in regulatory requirements via a variety of
means, including by management and our
Independent Remuneration Adviser. We encourage
management to engage proactively and regularly
with our regulators on matters of interest to them.

The Committees have monitored the progression
and outcome of the FCA and PRA consultation on
removing the Llimits on the ratio between fixed and
variable pay. We will keep the impacts of this under
review to ensure our remuneration framework and
policies remain appropriate, recognising also that
Santander UK is part of the Banco Santander group
and therefore some of our most senior MRTs
continue to be subject to European regulatory
requirements in this area.

Effectiveness of the Committee

As noted in the Board and Committee effectiveness
section of the Chair's report on corporate
governance, the Committees’ performance was
assessed as part of the annual review. The
Committees were rated highly and continue to
perform effectively.

Mark Lewis
29 February 2024
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Basis of preparation

This report has been prepared on behalf of the
Board by the Board Remuneration Committee. We
comply with the statutory reporting obligations for
large private companies. We applied the UK
Corporate Governance Code 2018 (the Code) and
complied with the Provisions other than where
stated in the Directors' Report. Several voluntary
remuneration disclosures are also presented in this
report.

(EDs)

adjustment.

Remuneration policy applicable to Executive Directors in the year

Fixed pay Principle and description

— Toattract and retain EDs of sufficient calibre
and with the skills to deliver our strategy,
taking into account the demands and
complexity of the role.

Base salary

Pension arrangements — To provide a discrete element of the package

to contribute towards retirement.
Other benefits - To offer a competitive package and to
support employee wellbeing.

Variable pay Principle and description

Variable pay plans - The Variable Pay Plan motivates EDs to
achieve and exceed annual internal targets
within Santander UK's Risk Appetite and
aligned with our strategy and values.

- Multi-year deferral and delivery in Banco
Santander SA shares or share options aligns
EDs' interests to the long-term interests of
Santander UK. Further performance testing
applies for the CEO.

— Part of the award is deferred according to the
requirements of the PRA Rulebook.

- The long-term Transformation Incentive Plan
is a one-off plan which recognises the
collective achievement of key financial and
non-financial targets associated with the
bank's transformation.

- The long-term PagoNxt Incentive Plan
recognises the contribution of employees
critical to the success of PagoNxt, one of
Banco Santander's strategic priorities.
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Remuneration policy for Executive Directors

Our remuneration policy, which applies to EDs, is
below. Remuneration is structured in two
elements: fixed and variable pay. Fixed pay is set at
market competitive levels appropriate for the role.
Variable pay rewards the delivery of internal
financial targets, key strategic priorities and
individual performance, and is subject to risk

Policy

Base salaries are normally reviewed annually. In reviewing base salaries the

Committee considers a number of factors, including:

- the skills required, the role responsibilities and the market value of both;

- the requirement for base salaries to be set at a level that avoids
inappropriate risk taking;

- base salary increases for other employees; and

— market conditions.

EDs receive a cash allowance in lieu of pension, at 9% of salary. This aligns to
the wider workforce average.

Including: private medical insurance for EDs and their dependants, life
assurance, health screening, and relocation allowances where relevant.
Access to Santander UK's share schemes on the same terms as other
employees.

Policy

Bonus awards under the Variable Pay Plan are discretionary and determined

by performance against a scorecard of financial and non-financial goals, as

well as individual performance.

- 40% of any bonus awarded is paid upfront after the performance year-
ends, and delivered at least half in shares or share options

- 60% of the bonus awarded is deferred and delivered in equal tranches
over years three to seven, with each tranche delivered at least half in
shares or share options.

For the CEO, the first three of five deferred award tranches are subject to

further performance testing which may reduce or increase the payout.

The Transformation Incentive Plan is based on performance assessed over a

three year period with further deferral and delivery in cash and share-linked

awards in line with regulatory requirements.

Awards under the PagoNxt Incentive Plan are made part in restricted share

units of PagoNxt and part in premium priced options of PagoNxt, and vest in

line with regulatory requirements.

Shares or share instruments are subject to a minimum one-year retention

period following vesting.

Malus and clawback can be applied to variable pay for up to ten years

following the grant of an award.

The structure of variable pay awards means EDs acquire a meaningful

shareholding in Banco Santander SA which may extend for a significant

period post-employment. In addition, the CEQO is subject to a Shareholding

Policy, which aligns long-term interests with Banco Santander shareholders.

The requirement under the policy is set at two times the incumbent's net

salary on appointment. A formal post-employment shareholding

requirement is therefore not in place.
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Our remuneration policy continues to meet
regulatory requirements. Santander UK applies a
2:1 variable to fixed pay cap in line with approvals
granted to Banco Santander SA by its shareholders.
For control function roles, a lower ratio of 1:1 is
normally applied.

Executive remuneration policies

and principles

Our core values of Simple, Personal and Fair drive
our remuneration policy. We focus on delivering a
framework that is easy to understand, tailored to
individual roles, competitive and fair.

The key drivers of our Remuneration Policy

Alignment to culture

— To design policies aligned to our long-term
success, which support the delivery of our
strategy and reinforce our values.

— To base variable pay on a balanced scorecard of
quantitative and qualitative metrics across
Customers, Shareholders and Responsible
Banking. This aligns to Santander UK's strategic
priorities, with a focus on good customer
outcomes, simplification, improved efficiency
and sustainable growth.

Simplicity

— Toensure our approach to remuneration is
transparent and easily understood.

— To operate clear structures so our employees
can link their contribution to the success of the
organisation.

Risk

— Aconsistent approach to reward for all our
employees upholds our prudent approach to Risk
Appetite set as part of a Santander UK-wide
framework. Risk adjustment takes place at an
individual and collective level.

- To provide a package that is balanced between
fixed and variable pay, and short-term and long-
term horizons, which promotes prudent risk
management.

- Toensure remuneration complies with
applicable regulations and legislation.

Fairness

- To take into account an assessment of the EDs'
performance against goals set at the start of the
year, which cover financial, non-financial,
quantitative and qualitative criteria.

- Tosetrobust and stretching targets and reward
exceptional performance.

- To attract, retain and motivate employees of the
highest calibre by providing total remuneration
which reflects individual and Company
performance, is competitive, and reflects the
responsibilities of the role.

- To consider wider employee pay and conditions
when determining Executive pay.
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Clarity

— The Committee reviews remuneration reporting
on an annual basis against best practice and
developments in corporate governance,
including the Code. Our reporting is designed to
be transparent, whilst reflective of our structure.

Predictability

- The Committee annually reviews variable pay
levels for certain individuals and the basis of the
bonus pool calculation. Due to commercial
sensitivity, bonus opportunities and targets are
not disclosed as per the provisions of the Code.
Directors' remuneration is within the variable
pay cap as approved by Banco Santander SA
shareholders and set out above.

On recruitment

When appointing a new ED, base salary is set at a
market competitive level appropriate for the role,
taking into consideration a range of factors
including role responsibilities, internal and external
peer groups, and experience.

Unless determined otherwise, new EDs receive a
pension allowance of 9% of salary, aligned to the
wider workforce average. Benefits will typically be
aligned to the wider employee population.

Remuneration will be established in line with the
Remuneration Policy, as set out in the table on the
previous page.

Relocation support and international mobility
benefits may also be given. Relocation assistance
will normally be a capped amount for a limited
time. In cases of international mobility, the
Committee will have discretion to offer benefits
and pension provisions which reflect home country
market practice and align to relevant legislation.

Buy-out awards

Compensation may be provided to EDs who forfeit
awards on leaving their previous employer. The
Committee retains discretion to make such
compensation as deemed appropriate to secure the
relevant individual's employment and will ensure
any such payments align with both the long-term
interests of Santander UK and the regulatory
framework.

Such payments will be in line with the awards
foregone on leaving the previous employer taking
into account value, form of awards, vesting dates
and the extent to which performance conditions
applied to the original awards.

Shareholder
information

Financial
statements

Service agreements

The key terms and conditions of employment are
set out in individual service agreements. These
agreements include a notice period of six months
from both the ED and the Company.

The agreement reserves a right for the Company to
terminate employment immediately with a
payment in lieu equal to the ED's fixed pay for the
notice period. In the event of termination for gross
misconduct, neither notice nor payment in lieu of
notice is required.

Termination payments

The remuneration impact of an ED leaving the
Company, including treatment of variable pay and/
or any termination payment will reflect the terms
of the service agreements, relevant scheme rules,
regulatory requirements and the Committee’s
policy relevant to the reason for leaving.

Outstanding variable pay awards will generally
lapse on termination, other than where an
individual is considered a 'good leaver'. Where an
EDisa good leaver, eligibility to variable pay
awards will normally subsist until the relevant
scheduled payment dates and will remain subject
to performance where relevant.

The Committee determines whetheran ED is a
good leaver. Usual good leaver circumstances
include but are not limited to: injury, ill-health,
disability, redundancy, retirement and death. The
Committee may, at its discretion, determine an ED
a good leaver in any other circumstances.

A framework is in place to guide the Committee to
determine the discretionary circumstances when
good leaver status is appropriate. Other than a
payment in the event of redundancy, there are
generally no other payments upon termination of
employment for EDs.

In the event of a change in control, any outstanding
variable pay awards will be treated in line with the
relevant scheme rules, taking into account
applicable regulatory requirements.
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Risk and Performance adjustment

We continue to meet the regulatory requirements
in respect of risk and performance adjustment. All
variable remuneration can be adjusted for current
and future risks through our Additional Risk
Adjustment Standard which is linked to our Board
approved Risk Appetite.

The Standard provides both a formula-based
assessment against Santander UK's Risk Appetite
and an additional qualitative risk event assessment
that can reduce the bonus pool or individual awards
to nil at the Committee's discretion.

Our Individual Remuneration Adjustment Standard
provides a framework for the process, governance
and standards relevant for decisions in relation to
individual performance adjustments following an
incident, including the application of malus and
clawback.

Performance adjustments may include, but are not
limited to:

- reducing an award for the current year;

- reducing the amount of any unvested deferred
variable remuneration;

- requiring an award which has not yet been paid
to be forfeited; and

— requiring repayment on demand (on a net basis)
of any cash and share awards received at any
time for a period of up to ten years following the
date of award.
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The Committee has full discretion to prevent
vesting of all or part of an amount of deferred
remuneration and/or to freeze an award during an
ongoing investigation in a number of
circumstances, including:

- colleague misbehaviour, misconduct or material
error;

- material downturn in the performance of
Santander UK or a relevant business unit; and

- Santander UK or a relevant business unit
suffering a material failure of risk management.

We have an NYSE-compliant policy in place which
enables variable remuneration to be recovered
from Executive Officers in the case of an accounting
restatement that would have impacted that
remuneration.

When determining variable pay awards for
individuals performing roles across Santander UK
plc and Santander UK Group Holdings plc, the
Santander UK Group Holdings plc Board
Remuneration Committee will apply any necessary
discretion based on factors related to UK group
entities outside of Santander UK plc. This discretion
is subject to validation by the Santander UK plc
Board Remuneration Committee.

The Committee seeks input from the Chair of the
Board, Chair of the Board Risk Committee, Chair of
the Board Audit Committee, Chief Risk Officer, Chief
Compliance Officer, Chief People Officer and Chief
Internal Auditor when determining whether any
performance or risk adjustments are required.

Shareholder
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Policy for all employees

Our performance and reward approach across the
Company supports our business strategy, rewards
strong performance and reinforces our values
within our risk management framework. The
general principles of the Remuneration Policy
broadly apply across all colleagues where
appropriate. They are designed to attract, retain,
motivate and drive performance.

The structure of remuneration packages for EDs is
aligned with the broader colleague population,
comprising salary, benefits, pension provision and
discretionary variable pay dependent on role and
responsibility.

The Committee annually approves the operation of
variable reward schemes (as well as share
schemes) for all our colleagues to ensure they
reward appropriate behaviour and do not
incentivise activities which are outside risk appetite.
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Introduction
This section of the report outlines how our
Remuneration Policy was implemented for 2023.

Variable Pay Plan

The Committee reviews and approves
remuneration governance and frameworks
annually. This ensures continued compliance with
the relevant regulatory rules, including those for
ring-fencing.

To incentivise and reward EDs for achieving
superior and sustained performance, our Directors
participate in an annual variable incentive plan. A
balance of financial and non-financial performance
metrics are selected annually by the Committee
and are aligned with our strategy as measured over
the financial year. Multi-year deferral and delivery
in Banco Santander SA shares and share options
ensure that EDs' interests are aligned to the long-
term interests of the business. Further long-term
performance testing also applies for the CEO.

Both upfront and deferred awards are made at
least half in shares or share options. The deferred
element is delivered over seven years. For the CEO
only, the first three tranches of deferred awards are
subject to further performance testing against
long-term metrics. Awards delivered in shares or
share options are subject to an additional one-year
retention period from the point of delivery.

The 2023 Variable Pay Plan pool was determined
based on a series of stages as follows:

Quantitative assessment

A quantitative assessment against a balanced
scorecard of financial and non-financial metrics
that are key to our strategy. Performance metrics
are reviewed annually to ensure continued
alignment with strategy and, for 2023 the
scorecard included:

- Customers (Net Promoter Score, Active
Customers and Total Customers)

- Shareholders (ROTE and Capital Generation)

— Sustainability and Responsible Banking (Climate
Strategy Transition Plan, Employee Engagement,
Diversity and Inclusion).

Annual Report 2023

Governance

Risk review Financial review

A profit underpin applies, requiring Profit after Tax
to remain positive in order to pay any award, with a
reduced pool should profit reduce substantially
from the prior year.

Relative Performance

A Relative Performance Modifier applies, which
assesses our performance against a range of
metrics as compared to our closest peers.

Qualitative assessment

A qualitative assessment adds context to the
quantitative assessment and ensures a balanced
view of performance is taken. Performance is
assessed across compliance, risk management,
network collaboration and responsible banking.

Banco Santander Group Multiplier

The Committee has the discretion to adjust the pool
upwards or downwards to reflect overall Banco
Santander performance, if appropriate.

Regional Adjustment

A Regional Adjustment reflects the UK's
contribution to performance of the Banco
Santander group's European Region.

Exceptional Adjustment

Exceptional adjustments allow for unexpected
factors or additional internal targets not covered by
the quantitative or qualitative assessments to be
reflected in variable pay outcomes.

UK-focused risk adjustment

This provides both a formula-based assessment
against our Risk Appetite and an additional
qualitative overlay. Consideration is given to risk
appetite breaches including, but not limited to:
customers, conduct, operational, reputational and
financial crime risk. This can result in downward
adjustment of up to 100% of the pool or individual
awards at the discretion of the Committee.
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Individual assessment

The allocation of the pool is based on an
individual's performance, taking into account a
range of factors. Performance is assessed against
the delivery of priorities (the 'What'), the
behaviours shown in delivering those priorities (the
"How'), and also Risk.

Deferred long-term awards

Performance testing applies to a portion of the
deferred awards for the CEO. This applies to the
first three deferred tranches of the 2023 award
(36% of the total award) which are payable in
2027, 2028 and 2029. Performance is measured
over a three-year period 2024 to 2026.

The performance measures for 2023 awards are
relative TSR, ROTE and ESG metrics. Following the
performance assessment, the level of awards will
be adjusted accordingly. The assessment could
reduce or increase the overall value of the deferred
awards.

Transformation Incentive Plan

This is a one-off long-term incentive plan which
was designed to recognise the achievement of
financial targets and an enhanced customer
experience, whilst maintaining appropriate conduct
controls and risk management, over the course of
our transformation period.

Awards under the plan were assessed over the
period 1 January 2027 to 31 December 2023.
Awards were granted half in cash and half in share-
based units (linked to the Banco Santander SA
share price), and will vest in accordance with
regulatory requirements.
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2023 Business Performance and Impact

on Remuneration

During 2023 our focus has been on supporting our
customers through the higher cost of living and
increased interest rates. We have continued to offer
the right products and services, underlining our
commitment to Consumer Duty.

Despite the difficult backdrop, our prudent
approach to risk and the hard work of everyone at
Santander UK delivered a strong set of results for
2023. Strong profit performance was driven by
higher base interest rates and prudent balance
sheet management. Our multi-year transformation
programme concluded with a £794m reduction in
costs.

The Committee acknowledged this strong financial
performance, alongside the experience of our
customers, our employees and our communities, in
determining variable pay awards for the 2023
performance year.

Executive Directors’ remuneration

Context for decision making

The Committee ensures that pay policies and
practices for employees across Santander UK are
taken into account when setting policy for
executive remuneration. The Committee reviews
trends across Santander UK group, including the
outcome of any pay negotiations with our
recognised trade unions. It considers the
relationship between executive remuneration and
that of other Santander UK group employees, as
well as remuneration in the wider UK market, when
making decisions on executive pay.

The Committee oversees broader workforce
remuneration policies and practices, the
implementation of remuneration and related
employment policies across Santander UK and the
salary and variable pay awards for all Material Risk
Takers. It also approves the design of any material
performance-related pay plans.

Total remuneration of each ED for the years ended 31 December 2023 and 2022.

Salary and fees

Taxable benefits "

Pension

Total fixed pay

Bonus (paid and deferred) @
Long-term incentive plan Gl
Total variable pay

Total remuneration

Mike Regnier 2

2023
£000
1,500
3

135
1,638
1,003
669
1,672
3,310
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As part of the monitoring of pay, the following is
considered:

- Santander UK's engagement with its recognised
trade unions on pay and benefits matters for all
colleagues;

— Annual pay reviews for the general employee
population;

- Santander UK group-wide pension and other
benefit provisions;

— The design of and overall spend on variable
incentive arrangements; and

- Anassessment of conduct across the business.

The Committee is focused on ensuring that
colleagues are not subject to undue pressures or
inappropriately incentivised. This is monitored
using existing employee engagement indicators
including engagement surveys.

The Committee always considers the broader
stakeholder environment when setting policy or
reaching decisions on executive pay.

Duke Dayal )

2022 2023 2022
£000 £000 £000
1,123 740 1,000
2 16 522

101 67 88
1,226 823 1,610
1,139 - 1,901
1,139 - 1,901
2,365 823 3,51

(1) Taxable benefits for the Executive Directors comprise a range of benefits including, but not limited to, private health care. Included in the 2022 figure for Duke Dayal is a relocation allowance of £500,000.

(2)  Effective 2022, 36% of the Chief Executive Officer's Variable Pay Plan award is subject to long-term performance metrics assessed over three years, which can increase the value of this element by up to 125% or
decrease the award to 0%. No other executive will be subject to long-term performance metrics. The value of the current Chief Executive Officer's 2023 Variable Pay Plan awards not subject to performance
conditions, i.e. 64%, is disclosed above. The value subject to further performance conditions (currently £563,967) will be disclosed at the close of the performance period upon vesting.

(3)  The Long Term Incentive Plan value represents the value of awards made under the Transformation Incentive Plan, following the testing of the Plan's performance conditions. The value of awards made in share-
linked instruments has been calculated with reference to Banco Santander's share price over the final three months of the 2023 year. Nathan Bostock, former Chief Executive Officer, received an award with a

value of £553,545

(4)  Mike Regnier was appointed as Chief Executive Officer on 1 April 2022. Upon appointment, Mike was awarded guaranteed variable remuneration of £660,648 to compensate for remuneration foregone from his
previous employer. This has not been included in the Total Remuneration value above.

(5)  Duke Dayal stepped down as a Board Director on 25 September 2023. The figures above reflect remuneration received whilst serving as a Board Director. All outstanding awards lapsed on cessation of

employment.
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Stakeholder views

During 2023, Santander UK continued to engage
with key stakeholders on remuneration related
matters including its main regulators, the PRA and
FCA.

Regular engagement takes place with our
shareholders to align remuneration across the
Banco Santander group, while meeting all local
regulatory requirements. The outcome of these
discussions drives our bonus pool construct.

Frequent colleague pulse surveys were conducted
throughout 2023. The 'Your Voice' function has
enabled colleagues to share thoughts and ideas
frequently and anonymously all year round, giving
an immediate gauge of employee sentiment.

Additionally, we discuss business performance and
reward matters with union representatives during
the annual pay review cycle and on a frequent basis
throughout the year.

CEO pay ratio

2023 CEO pay ratio ™
2022 CEO pay ratio
2021 CEO pay ratio
2020 CEO pay ratio

2023 CEO pay ratio
Total salary
Total remuneration

CEO pay ratio

Santander UK is committed to delivering fair pay
which attracts, retains and motivates colleagues of
the highest calibre across all grades. In line with
this commitment, the Committee has oversight of
compensation across the organisation, including
pay ratios, and considers this when determining
reward outcomes. We continue to voluntarily
disclose the ratio of the CEO's total remuneration to
that of colleagues.

The CEO's pay mix is weighted more heavily
towards variable pay to incentivise the
achievement of stretching internal targets and
long-term value creation. This can lead to greater
variability in total remuneration. In contrast, the
typical pay mix of our less senior colleagues places
more emphasis on fixed pay, to offer security and
certainty, and to meet our commitment to
colleagues' financial wellbeing.

Changes in the ratio are therefore influenced by the
differences in remuneration structure, rather than
an increase in pay disparity. The ratio has decreased
from 84:1in 2022 to 75:1in 2023. The reduction in
pay ratio is mainly due to an increase in average
total remuneration amongst all employees. In
assessing the pay ratio, the Committee is confident
that the Company's policy on remuneration is fair
and consistent with our all-employee pay policies.

Financial
statements

Shareholder
information

Advice and support provided to the

Committee

As permitted by its Terms of Reference, the
Committee has engaged the advice and support of
Deloitte LLP (Deloitte) as independent
remuneration consultants at the expense of the
Company. Total fees (excluding VAT) for advice and
support provided to the Committee in 2023 were
£121,150 (2022: £176,600). Deloitte was initially
appointed as Adviser to the Committee following a
formal tender process conducted in 2015 and was
reappointed after a further tender process in 2022.

In 2023, Deloitte also provided unrelated tax,
advisory, risk, assurance and consulting services to
Santander UK.

Deloitte's independence and effectiveness as the
Committee adviser is reviewed annually. The
Committee is satisfied that the Deloitte
engagement partner and team that provides
remuneration advice to the Committee do not have
connections with Santander UK that may impair
their independence. Deloitte is a founding member
of the Remuneration Consultants Group and
voluntarily operates under the Code of Conduct in
relation to executive remuneration consulting in
the UK.

By Committee invitation, the Chair, CEO and
designated representatives from business
functions attend meetings as appropriate to advise
on HR, Risk, Legal and Regulatory matters in
support of the Committee's work. Attendees
included the Chief People Officer, Performance &
Reward Director, CRO and Company Secretary.

Methodology m 25th percentile Median 75th percentile
Option A 106:1 75:1 45:1

Option A 119:1 84:1 48:1

Option A 140:1 96:1 54:1

Option A 88:1 64:1 37:1

CEO remuneration®  25th percentile 2l Median®  75th percentile &
£ f £ £

£1,500,000 £25,446 £35,450 £54,600
£3,309,477 £31,314 £44,032 £74,226

(1) Employee pay is calculated based on the 'Option A" methodology. We chose Option A as it gives the most reliable and accurate result by calculating a comparable single figure for each employee.

(2)  Employee pay data is based on full time equivalent pay for Santander UK plc employees. This excludes a small number of employees in the rest of the Santander UK group. Including those employees results in
a ratio consistent with the above. For each employee, total remuneration is calculated based on fixed pay accrued in the 2023 financial year, and variable pay is either based on actual bonuses in respect of the
2023 year (where these are available) or modelled target bonuses where actuals are not yet available.

(3) The CEO's total remuneration is aligned to that disclosed in the Executive Directors' remuneration table on the previous page.

(4)  The 2022 ratios are re-stated above. These were originally calculated based on fixed pay accrued within the 2022 year, in addition to target bonuses for eligible colleagues. The 2022 ratios have now been
recalculated using 2022 fixed pay and bonuses paid in 2023 in respect of 2022 for all employees.

(5)  The values used for the CEQ's 2023 Variable Pay Plan awards are the same as those stated in the Executive Directors’ remuneration table i.e. the component which is not subject to performance conditions is
used for the CEO pay ratio calculation above. The calculation also includes the vesting value of Transformation Incentive Plan awards made to the CEO, as shown in the Executive Directors' remuneration table.

Relative importance of spend on pay

Profit before tax
Total employee costs
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2023 2022 Change

£fm £m %
2,149 1,894 13
1,264 1,179 7
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Chair and Non-Executive Director remuneration
The Chair's fee is reviewed and approved by the
Committee. The fees paid to NEDs are reviewed
and approved by the CEO and the Chair. Fees are
reviewed annually taking into account the market
rate and time commitment for the role. The Chair is
paid an all-inclusive base fee. NEDs are paid a base
fee, with a supplement for serving on or chairing a
Board Committee, except for the Board Nomination
& Governance Committee.

Chair and Board Committee member fees

Chair (inclusive of membership fee)
Board member

Additional responsibilities

Senior Independent Director

Chair of Board Risk Committee

Chair of Board Audit Committee

Chair of Board Responsible Banking Committee

Chair of Board Remuneration Committee

Membership of Board Risk Committee

Membership of Board Audit Committee

Membership of Board Responsible Banking Committee
Membership of Board Remuneration Committee

AlLNEDs and the Chair serve under letters of
appointment. In respect of the NEDs appointed
prior to 2021, either party can terminate the
appointment by giving three months' written
notice. From 2021, we increased the notice period
for NEDs to six months to support orderly
succession planning. For the Chair, T2 months’
written notice is required.

Chair of Litigation and Contentious Regulatory Board Sub-Committee

Shareholder
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Neither the Chair nor the NEDs have the right to
compensation on the early termination of their
appointment beyond payments in lieu of notice at
the option of Santander UK. In addition, neither the
Chair nor the NEDs are eligible for pension scheme
membership or incentive arrangements.

2023 2022
£000 £000
725 675
100 95
a5 45
70 65
70 60
60 60
60 60
35 30
30 25
30 25
30 25
15 8

(1) With effect from 1 April 2023, the following changes were made: The Chair fee increased from £675,000 to £725,000. The fee for Board Members increased from £95,000 to £100,000. The fee for the Chair of the
Board Risk Committee increased from £65,000 to £70,000. The fee for the Chair of the Board Audit Committee increased from £60,000 to £70,000. The fee for membership of the Board Risk Committee increased
from £30,000 to £35,000. The fee for membership of Board Audit Committee, Board Responsible Banking Committee and Board Remuneration Committee increased from £25,000 to £30,000. The fee for the Chair
of the Litigation and Contentious Regulatory Board Sub-Committee increased from £7,500 to £15,000.

Non-Executive Directors

Chair

William Vereker "

Independent Non-Executive Directors
Lisa Fretwell
Ed Giera
Chris Jones
Michelle Hinchliffe
Jose Maria Roldan !

)

Banco Santander Group nominated Non-Executive Directors

Antonio Simoes ©

Pamela Walkden
Pedro Castro e Almeida

William Vereker's taxable benefit relates to private health care
Chris Jones stood down on 30 September 2023

Antonio Simoes stood down on 31 August 2023.
Pedro Castro e Almeida was appointed on 1 September 2023.

RITTELURZ
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2023 2022 2023
Fees Fees Expenses
(8)
£000 £000 £000
712 675 -
204 175 -
299 280 -
201 239 -
124 — —
97 — —

(5)
132 125 -

Michelle Hinchliffe was appointed on 1 June 2023. Fees received are in respect of services from that date
Jose Maria Roldan was appointed on 1 June 2023. Fees received are in respect of services from that date.
With the exception of Pamela Walkden, none of the Banco Santander Group nominated Non-Executive Directors received any fees or expenses

2022 2023 2022 2023 2022
Expenses  Benefits  Benefits Total Total
£000 £000 £000 £000 £000

— 2 2 714 677

10 - — 204 185

— - — 299 280

2 - — 201 241

— — — 124 —

2 - — 132 127

Only true business expenses have been incurred in the course of Non-Executive Directors' duties. In prior years, these expenses were processed via payroll and as such attracted tax and were declared.
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The Directors submit their report together with the
financial statements for the year ended 31
December 2023. The information in the Directors'’
Report is unaudited, except where indicated.

Corporate structure, Subsidiaries and Branches
The Company (incorporated on 23 September
2013) is a subsidiary of Banco Santander SA, a
Spanish retail and commercial bank with a market
share in ten core countries in Europe and the
Americas.

Santander UK was formed from two former
building societies, Abbey National and Alliance &
Leicester, together with the branch network and
savings business of Bradford & Bingley, and has
operated under a single brand since 2010.

All of Santander UK Group Holdings plc's ordinary
shares are unlisted and held directly and indirectly
by Banco Santander SA. Santander UK plc's
preference shares are listed on the London Stock
Exchange and both the Company and Santander UK
plc have other equity instruments in the form of
AT1 securities listed on various securities exchange
markets, including the London Stock Exchange and
Euronext Dublin.

In addition, the Company and Santander UK plc are
subject to US Securities Exchange Act reporting
requirements as they have debt securities
registered in the US.

The Santander UK group consists of a parent
company, Santander UK Group Holdings plc,
incorporated in England and Wales, and a number
of directly and indirectly held subsidiaries and
associates. The Company directly or indirectly holds
100% of the issued ordinary share capital of its
principal subsidiaries. All companies operate
principally in their country of incorporation or
registration.

As a result of ring-fencing implementation in 2018,
and requirements set out in the Financial Services
(Banking Reform) Act 2013, Santander UK plc and
its subsidiaries comprise of only entities whose
business is permitted under the Act as a ring-
fenced bank. Other entities including Santander
Financial Services (SFS) plc, which is incorporated in
England and Wales, are directly or indirectly owned
by the Company and SFS has branch offices in the
Isle of Man and in Jersey. For more information, see
Note 19.

Results and dividends

For details of the results for the year, see the
Income Statement in the Consolidated Financial
Statements. For more on dividends, see Note 10.

Details of Santander UK's activities and business
performance in 2023, together with an indication of
the outlook, are set out in the Strategic report and
the Financial review.

Events after the balance sheet date
There have been no material post balance sheet
events, except as set out in Note 43.
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A'list of the Directors that served in the year can be
found in the Board and Board Committee
Attendance table in the Chair's report on Corporate
Governance. Details of their emoluments and
interests in shares are outlined in the Remuneration
implementation report. For more on changes to the
composition of the Board, see the Chair's report on
Corporate Governance and the Board Nomination &
Governance Committee Chair's report.

Between 31 December 2023 and 29 February
2024, the following appointments were made to
the Board:

- Nicky Morgan was appointed as an INED on 1
January 2024

- Mark Lewis was appointed as an INED on 1
January 2024

— Dirk Marzluf was appointed asan NED on 1
January 2024

Appointment and retirement of Directors

All Directors are appointed and retire in accordance
with the Company's Articles of Association, the UK
Companies Act 2006 and the UK Group Framework.
The Directors are required to retire each year at the
Annual General Meeting and may offer themselves
for re-election.

Directors' indemnities

Directors' and Officers’ liability insurance cover was
in place throughout the year, in addition to a deed
of indemnity to provide cover to the Directors for
liabilities to the maximum extent permitted by law.
These remain in force for the duration of the
Directors' period of office from the date of
appointment until such time as any limitation
periods for bringing claims against the Directors
have expired. The Directors, including former
Directors who resigned in the year, benefit from
these deeds of indemnity which constitute
qualifying third party indemnity provisions for the
purposes of the Companies Act 2006. Deeds for
existing Directors are available for inspection at the
Company's registered office.

The Company has also granted an indemnity which
constitutes 'qualifying third party indemnity
provisions' to the Directors of its subsidiary and
affiliated companies, including former Directors
who resigned in the year and since the year-end.
Qualifying pension scheme indemnities were also
granted to the Trustees of the Santander UK
group's pension schemes.

Employees

We continue to ensure that Santander UK's
remuneration policies are consistent with its
strategic objectives and are designed with its long-
term success in mind.

Communication

Santander UK aims to involve and inform
employees on matters that affect them. The
intranet is a focal point for communications and the
'‘AskHR' website connects employees to all the
information they need about working for Santander
UK. We also use face-to-face communication, such
as team meetings and roadshows for updates.

Shareholder
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Santander UK regularly considers employees'
opinions and asks for their views on a range of
issues through regular engagement and surveys.
For more on colleague engagement and initiatives,
see the Strategic report and the Board Responsible
Banking Committee Chair's report.

Consultation with Employees

Santander UK has a successful history of working in
partnership with its recognised trade unions,
Advance and the Communication Workers Union
(CWU), who collectively negotiate on behalf of
approximately 99.5% of our UK workforce. Both
trade unions are affiliated to the Trades Union
Congress. We consult Advance and the CWU on
significant proposals including those relating to
change across the business at both national and
local levels.

Employee share ownership

Santander UK continues to operate two all-
employee, HMRC approved share schemes: a Save-
As-You-Earn (Sharesave) Scheme and a Share
Incentive Plan (SIP). Those employees who are
designated as Material Risk Takers receive part of
their annual bonus awards in Banco Santander SA
shares/share linked instruments. Details of the
plans and the related costs and obligations can be
found in the Share-based payments and
compensation sections in Notes 1 and 36.

Diversity and Inclusion

Information on our diversity and inclusion policies
can be found in the Chair's report on Corporate
Governance and the Sustainability & Responsible
Banking section of this Annual Report and the 2023
Diversity, Equity & Inclusion and Pay Gap Report,
which does not form part of this Annual Report.

Disability

Santander UK is committed to equality of
employment, access and quality of service for
disabled people and complies with the UK Equality
Act 2010 throughout its business operations.
Santander UK has processes in place to help train,
develop, retain and promote employees with
disabilities. We are a Disability Confident Employer
achieving the 'Leader’ level. We are committed to
giving full and fair consideration to employment
applications by disabled people, having regard to
their particular aptitudes and abilities, and for
continuing the employment of employees who
have become disabled by arranging appropriate
training and making reasonable adjustments in the
workplace.

Engagement with stakeholders and employees
Santander UK recognises the importance of
fostering relationships with its principal
stakeholders and that this is key to the long-term
success of our business. We understand the
importance of acting fairly and responsibly and
actively engage with our stakeholders and
employees. For more, see the s172: Stakeholder
voice section in the Strategic report and the Board
Responsible Banking Committee Chair's report.
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Streamlined Energy & Carbon Reporting (SECR)
For details on our energy use, carbon emissions
and efficiency measures implemented in 2023,
including Scope 1, 2 and 3 data, see the SECR
section in the Sustainability review.

Political contributions

In 2023 and 2022, no contributions were made for
political purposes and no political expenditure was
incurred by the Company.

Share capital
Details about the structure of the Company's
capital can be found in Note 32.

For details of employee share schemes and how
rights are exercisable, see Note 36.

The powers of the Directors in relation to share
capital are set out in the Company's Articles of
Association. These are available for inspection on
request.

Financial instruments

The financial risk management objectives and
policies of Santander UK and the policy for hedging,
along with details of Santander UK's exposure to
credit risk, market risk and liquidity risk are set out
in the Risk review.

Research and development

Santander UK has a comprehensive product
approval process and policy. New products,
campaigns and business initiatives are reviewed by
Santander UK's Proposition Approval Forum, for
more information please see the Strategic Report.

Supervision and regulation

Some of Santander UK's subsidiaries and joint
venture companies are authorised by the FCA and
the PRA (dual regulated) or the PRA or the FCA (solo
reqgulated).

While Santander UK operates primarily in the UK, it
is also subject to the laws and regulations of other
jurisdictions in which it operates or has listed debt

securities such as the US.

Internal controls

Risk management and internal controls

The Board and its Committees are responsible for
reviewing and ensuring the effectiveness of
management's system of risk management and
internal controls.

We carried out a robust assessment of the principal
and emerging risks facing Santander UK including
those that would threaten its business model,
future performance, solvency or liquidity. Details of
our principal risks, our procedures to identify
emerging risks, and how these are being managed
or mitigated are set out in the Risk review. A
summary of our Top and Emerging Risks is also set
out in the Strategic report.
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Management's report on internal control over
financial reporting

Internal control over financial reporting is a
component of an overall system of internal control.
Santander UK's internal control over financial
reporting is designed to provide reasonable
assurance regarding the reliability of financial
reporting and the preparation of financial
statements for external purposes in accordance
with UK-adopted international accounting
standards (IAS) and International Financial
Reporting Standards (IFRS) as issued by the
International Accounting Standards Board (IASB).
Santander UK's internal control over financial
reporting includes:

- Policies and procedures that pertain to the

maintenance of records that in reasonable detail

accurately and fairly reflect the transactions and
dispositions of assets.

Controls providing reasonable assurance that

transactions are recorded as necessary to permit

the preparation of financial statements in
accordance with UK-adopted IAS and IFRS, and
that receipts and expenditures are being made
only in accordance with authorisations of
management.

— Controls providing reasonable assurance
regarding prevention or timely detection of
unauthorised acquisition, use or disposition of
assets that could have a material effect on the
financial statements.

Because of its inherent limitations, internal control
over financial reporting may not prevent or detect
misstatements. In addition, projections of any
evaluation of effectiveness to future periods are
subject to the risk that controls may become
inadequate because of changes in conditions, or
because the degree of compliance with policies or
procedures may deteriorate.

Management is responsible for establishing and
maintaining adequate internal control over the
financial reporting of Santander UK. Management
assessed the effectiveness of Santander UK's
internal control over financial reporting at 31
December 2023 based on the criteria established in
the Internal Control - Integrated Framework issued
by the Committee of Sponsoring Organisations of
the Treadway Commission (COSO) in May 2013.

As a registrant under the US Securities Exchange
Act of 1934, Santander UK's management is
responsible for establishing and maintaining an
adequate system of internal control over financial
reporting in order to ensure the accuracy and
reliability of Santander UK's Financial Statements
and the Form 20-F submitted to the SEC.

Shareholder
information
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In line with COSO and SEC requirements, controls
recognised as Sarbanes-Oxley applicable are
subject to annual testing and certification by
management including an attestation by the CEO
and the CFO that they are operating effectively and
that the internal control over financial reporting can
be relied on.

All Sarbanes-Oxley control weaknesses identified
are captured, assessed and included in the year-
end assessment of the reliability of the Internal
Control environment. They are reported on an
ongoing basis to the Board Audit Committee to
ensure the control environment is continuously
improved.

Based on this assessment, management
concluded, at 31 December 2023, that Santander
UK's internal control over financial reporting was
effective.

Disclosure controls and procedures over financial
reporting

Santander UK's management has evaluated, with
the participation of its CEO and CFO, the
effectiveness of its disclosure controls at 31
December 2023. There are inherent limitations to
the effectiveness of any system of disclosure
controls and procedures, including the possibility of
human error, and the circumvention or overriding
of the controls and procedures. Accordingly, even
effective disclosure controls and procedures can
only provide reasonable assurance of achieving
their control objectives.

Based upon this evaluation, the CEO and the CFO
concluded that, at 37 December 2023, Santander
UK's disclosure controls and procedures were
effective to provide reasonable assurance that
information required to be disclosed by Santander
UK'in the reports that it files and submits under the
US Securities Exchange Act of 1934 is recorded,
processed, summarised and reported within the
time periods specified in the applicable rules and
forms, and that it is accumulated and
communicated to Santander UK's management,
including the CEO and CFO, as appropriate, to allow
timely decisions regarding disclosure.

Changes in internal control over financial
reporting

There were no changes to our internal control over
financial reporting during the period covered by this
report that have materially affected, or are
reasonably likely to materially affect, our internal
control over financial reporting.
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Statements of Compliance

The UK Corporate Governance Code 2018 (the
Code)

Santander UK complies with the Code (which can
be found at frc.org.uk) wherever applicable in order
to achieve the best standards of corporate
governance. The Code applied to the financial year
ended 31 December 2023 and the Board confirms
that it applied the principles and complied with
those provisions of the Code throughout the year,
except as follows:

- Provision 5: The Company has not appointed a
NED to represent the views of the workforce, as
this entity does not have a workforce. The views
of the workforce are instead addressed at
Santander UK plc where there is a NED appointed
to represent the views of the workforce on their
board. The Board does however, receive regular
updates on the culture of the business and the
views of employees from engagement surveys
feedback. These provide the Board with an
understanding of the wider workforce, within the
group, and provide meaningful dialogue at Board
meetings on workforce matters. For further
details, see 'Culture and hearing the views of the
workforce at the Board' in the Chair's Report in
the Corporate Governance Section.

Provision 11: From 1 January to 31 May 2023, the
Company did not comply with the requirement
for at least half the Board, excluding the Chair, to
be NEDs whom the Board considers to be
independent. During that time we assessed the
implications and believed that the approach
followed was appropriate for the size and
ownership structure. However, on 1 June 2023
two independent directors were appointed to the
Board resulting in compliance with this provision
from that date.

Provision 17: From 1 January to 31 December
2023, the Company did not comply with the
requirement that for the Board Nomination &
Governance Committee (BNC) membership to
comprise a majority of INEDs, following the
appointment of Pamela Walkden, as a GNED, to
the Committee in October 2021. The Board
considered that Pamela's credentials and
experience were of value to the BNC and during
the period of non-compliance, we assessed the
implications and believed that the approach
followed was appropriate for the size and
ownership of our structure. However, on 1
January 2024 two independent directors were
appointed to the BNC resulting in compliance
with this provision from that date.

Provision 25: The Board Risk Committee (BRC),
since the appointment of Pamela Walkden as a
GNED in October 2021, the BRC has not been
composed of only INEDs. We assessed the
implications and believe that the approach we
follow is appropriate for our size and ownership
structure, recognising the experience and
expertise that the GNED brings to BRC.

Annual Report 2023
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— Provision 36: The Board Remuneration
Committee has not developed a policy for post-
employment shareholding requirements.
However, the structure of variable pay for EDs
and other senior executives ensures that they
acquire a meaningful shareholding in Banco
Santander SA which extends for a significant
period post employment. For details, see the
Remuneration policy report.

— Provisions 40 and 41: Due to commercial
sensitivity, we opted not to provide all of the
disclosures required by Provision 41. The details
not provided relate to (1) the extent to which
discretion has been applied to remuneration
outcomes and the reasons why and (2) a
description, with examples, of how the Board
Remuneration Committee has addressed the
factors in Provision 40 (specifically predictability
as we do not provide the range of possible values
of rewards to individual directors). Specific
engagement does not take place with the
workforce to explain how executive
remuneration aligns with wider company pay
policy. However, an explanation is available for
employees in the Directors' Remuneration report.
Details of the structure of our remuneration
arrangements and key considerations of the
Board Remuneration Committee in the year are
included in the Board Remuneration Committee
Chair's Report and, Remuneration policy and
Remuneration implementation reports.

UK Finance Disclosure Code for Financial
Reporting

Santander UK's financial statements for the year
ended 31 December 2023 have been prepared in
compliance with the principles of the UK Finance
Disclosure Code for Financial Reporting.

Going concern

The going concern of Santander UK is reliant on
preserving a sufficient level of capital and
adequately funding the balance sheet. In making
their going concern assessment in connection with
preparing the financial statements, the Directors
considered a wide range of information similar to
that considered as part of their assessment of
longer-term viability including Santander UK's
business and strategic plans, top and emerging
risks, including those associated with climate
change, capital position and liquidity and funding
profile, stress scenarios, and contingent liabilities,
and the reasonably possible changes in trading
performance arising from potential economic,
market and product developments. The Directors'
assessment included consideration of the potential
impacts arising from higher living costs.

Having assessed this information and the principal
risks and uncertainties, the Directors are satisfied
that the Santander UK group has adequate
resources to continue operations for a period of at
least 12 months from the date of this report and
therefore consider it appropriate to adopt the going
concern basis of accounting in preparing the
financial statements.

Financial Shareholder
statements information
Viability

In accordance with Provision 31 of the UK Corporate
Governance Code 2018, the Directors must make a
statement in this Annual Report regarding the
viability of Santander UK, including an explanation
of how they assessed the prospects of Santander
UK and the period of time for which they made the
assessment, including why they consider that
period to be appropriate.

Considerations

In making their assessment, the Directors
considered a wide range of information including
Santander UK's:

— Three-year business plan and other longer-term
business and strategic plans

— Risk profile and risk management practices,
including the processes by which risks are
identified and mitigated, including updates on
climate change risk and progress towards
embedding them into Santander UK's Risk
Framework

- Top and emerging risks, with a focus on those
which the Directors believe could cause
Santander UK's future financial performance or
financial condition to differ materially from
current expectations or could adversely impact its
ability to meet regulatory requirements

— Capital position and liquidity and funding profile,
and projections over the relevant period

- Viability under specific internal and regulatory
stress scenarios, as explained further below,
including scenarios which might affect
operational resiliency, and

- Contingent liabilities and the reasonably possible
changes in trading performance arising from
potential economic, market and product
developments.

The Directors' assessment also takes account of the
potential impacts on Santander UK's performance,
capital position, and liquidity and funding profile,
including those arising from higher living costs
(driven by high inflation and interest rates) which
are stretching household finances and could lead to
higher levels of debt and defaults.

For capital, liquidity and funding purposes,
Santander UK operates on a standalone basis and is
subject to regular and rigorous monitoring by
external parties. In addition, for capital purposes,
the Company operates as part of the Non
ring-fenced bank Capital Support Deed with
Santander Financial Services plc and Santander
Equity Investments Limited.
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Assessment Code of Conduct

The viability of Santander UK is reliant on
preserving a sufficient level of capital and
adequately funding the balance sheet.

Santander UK's business activities and financial
position, together with the factors likely to affect its
future development and performance, are set out
in the Financial review. Santander UK's objectives,
policies and processes for managing the financial
risks to which it is exposed are described in the Risk
review.

Threats to the achievement of Santander UK's plans
are controlled and managed in line with Santander
UK's Risk Framework and within the risk appetite
approved by the Board. The risk profile, including
an assessment of top and emerging risks, is
reported regularly to the Board Risk Committee and
the Board. Risks are selected on the basis of their
ability to impact viability over the time frame of the
assessment but most risks extend beyond this
period.

Stress testing

Santander UK participates in regulatory stress tests
usually carried out annually by the BoE as well as
being part of the biennial stress testing of Banco
Santander carried out by the EBA. Internal stress
testing encompasses a series of extreme but
plausible scenarios covering a wide range of
outcomes, risk factors, time horizons and market
conditions.

We also conduct reverse stress testing, in which we
identify and assess scenarios that could cause
Santander UK's business model to become
unviable.

The Directors review the outputs of stress testing
as part of the approval processes for the ICAAP, the
ILAAP, Risk Appetite and regulatory stress tests. For
more on stress testing and reverse stress testing,
see Risk review.

Time horizon

While a five-year plan is prepared for regulatory
purposes and our stress testing encompasses
scenarios some of which also extend out to that
time period, using a longer time horizon increases
uncertainty.

After taking account of Santander UK's current
position and principal risks and uncertainties, the
Directors consider that a period of three years from
the balance sheet date is the most appropriate time
frame from which a reasonable assessment of
viability can be made.

This period is consistent with the period covered by
Santander UK's three-year business plan and is
representative of the time horizon to consider the
impact of anticipated regulatory changes in the
financial services industry.

Statement

Based on their assessment of longer-term viability,
the Directors have a reasonable expectation that
Santander UK will be able to continue in operation
and meet its liabilities as they fall due over the next
three years. For details on Going Concern and the
Viability Statement, see the Board Audit Committee
Chair's Report.
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Santander UK is committed to ensuring we hold
ourselves to high ethical standards. This means
adhering to laws, regulations, policies including our
Code of Conduct (which was refreshed in October
2023) and also carrying out business in a
responsible way. High standards of professional
and personal conduct help Santander identify,
manage and respond to risks, create a positive,
collaborative working environment and ensure
positive customer interactions and outcomes.

The Santander Way determines how we deliver on
our purpose, to help people and businesses
prosper. How we deliver that purpose is as
important as the end result. Our conduct and our
culture matters. Our aim is to be the best open
financial services platform by acting responsibly
and earning the lasting loyalty of our colleagues,
customers and communities.

How we do business is intrinsically linked to our
behaviours and values and supports our aim.
Santander UK's Code of Conduct sets the standards
expected of all colleagues and forms part of the
terms and conditions of employment.

It makes clear our corporate values, our
expectations regarding corporate behaviours and
general principles and standards we expect with
regard to customers, colleagues, conflicts of
interest, data, media and our approach to
sustainability.

There are numerous policies and processes, as well
as support and guidance, that help colleagues meet
these expectations and do the right thing to ensure
Santander UK remains a Simple, Personal and Fair
bank for its colleagues, customers, shareholders
and the communities it serves.

The Code of Conduct applies to all colleagues
including permanent and temporary colleagues as
well as EDs and NEDs. The SEC requires companies
to disclose whether they have a code of ethics that
applies to the CEO and senior financial officers
which promotes honest and ethical conduct, full,
fair, accurate, timely and understandable
disclosures, compliance with applicable
governmental laws, rules and regulations, prompt
internal reporting of violations, and accountability
for adherence to a code of ethics.

Santander UK meets these requirements through
its Code of Conduct and supporting policies,
including but not limited to the Anti-Bribery and
Corruption Policy, the Whistleblowing Policy, the
FCA's Principles for Businesses, and the FCA's
Statements of Principle and Code of Practice for
Approved Persons, with which the CEO and senior
financial officers comply. The Company has not
granted any waivers to its principle executives,
financial or accounting officers.

Copies of these documents are available on
application to Santander UK Group Holdings plc, 2
Triton Square, Regent's Place, London NW1 3AN
The Code of Conduct can be found on our website.

Shareholder
information
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Statement of Directors’ responsibilities

The Directors are responsible for preparing the
Annual Report and the financial statements in
accordance with applicable laws and regulations.

Company law requires the Directors to prepare
financial statements for each financial year. Under
that law, the Directors have prepared the
Santander UK group and Company financial
statements in accordance with UK-adopted IAS. In
preparing the Santander UK group and Company
financial statements, the Directors have also
elected to comply with IFRSs as issued by the IASB.

Under company law, the Directors must not
approve the financial statements unless they are
satisfied that they give a true and fair view of the
state of affairs of the Company and of the profit and
loss of the Santander UK group for that period.

In preparing the financial statements, the Directors
are required to:

— Select suitable accounting policies and then
apply them consistently

— State whether applicable UK-adopted IAS and
IFRSs as issued by the IASB have been followed,
subject to any material departures disclosed and
explained in the financial statements

- Make judgements and accounting estimates that
are reasonable and prudent, and

— Prepare the financial statements on the going
concern basis unless it is inappropriate to
presume that the Santander UK group and the
Company will continue in business.

The Directors are responsible for safeguarding the
assets of the Santander UK group and the Company
and hence for taking reasonable steps for the
prevention and detection of fraud and other
irregularities.

The Directors are also responsible for keeping
adequate accounting records that are sufficient to
show and explain the Santander UK group's and the
Company's transactions and disclose with
reasonable accuracy at any time the financial
position of the Santander UK group and the
Company, and enable them to ensure that the
financial statements comply with the Companies
Act 2006.

The Directors are responsible for the maintenance
and integrity of Santander UK's website.

Legislation in the UK governing the preparation and
dissemination of financial statements may differ
from legislation in other jurisdictions.

Having taken into account all the matters
considered by the Board and brought to its
attention during the year, the Directors are satisfied
that the Annual Report taken as a whole is fair,
balanced and understandable, and provides the
information necessary to assess Santander UK's
position and performance, business model and
strategy.
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Directors' confirmations
Each of the Directors confirms that, to the best of
their knowledge:

— The Santander UK group and Company financial
statements, which have been prepared in
accordance with UK-adopted IAS and IFRSs as
issued by the IASB, give a true and fair view of the
assets, liabilities and financial position of the
Santander UK group and the Company, and of the
profit of the Santander UK group, and

- The management report, which is incorporated
into the Directors' report, includes a fair review of
the development and performance of the
business and the position of the Santander UK
group and the Company, together with a
description of the principal risks and uncertainties
they face.

Disclosure of information to Auditors
Each of the Directors at the date of approval of this
report confirms that:

- So far as the Director is aware, there is no
relevant audit information of which Santander
UK's auditor is unaware

— The Director has taken all steps that they ought
to have taken as a Director to make themselves
aware of any relevant audit information and to
establish that Santander UK's auditor is aware of
that information.

This confirmation is given and should be
interpreted in accordance with the provisions of
Section 418 of the UK Companies Act 2006.

Auditor

PricewaterhouseCoopers LLP will continue in the
office of auditor. A resolution to reappoint them
will be proposed at the Company's forthcoming
Annual General Meeting.

By Order of the Board

John Mills
Company Secretary

29 February 2024

2 Triton Square, Regent's Place,
London NW1 3AN
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Welcome to the Risk review

Risk review

The Risk review consists of unaudited financial information unless otherwise
stated. The audited financial information is an integral part of our Consolidated
Financial Statements.

We aim to continually enhance our disclosures and their usefulness to readers
in the light of developing market practice and areas of focus. As a result, our
disclosures go beyond the minimum required by accounting standards and
other regulatory requirements.

We support the recommendations and guidance made by the Taskforce on
Disclosures about ECL (DECL Taskforce) and have adopted its recommendations
where it is practical to do so. The DECL Taskforce was formed in 2017 by the
FCA, FRCand PRA with a remit to help encourage high-quality ECL-related
disclosures following adoption of IFRS S.
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Risk governance
INTRODUCTION

Santander UK Group Holdings plc is the immediate parent company of Santander UK plc. The two companies operate on the basis of a unified business strategy with
some overlap in membership, albeit the principal business activities of the Santander UK group are carried out by Santander UK plc and its subsidiaries (the
Santander UK plc group). The Company's Risk Framewaorks have been adopted by its subsidiaries to ensure consistent application.

As a financial services provider, managing risk is a core part of our day-to-day activities. To be able to manage our business effectively, it is critical that we
understand and control risk in everything we do. We aim to use a prudent approach and advanced risk management techniques to help us deliver robust financial
performance, withstand stresses, and build sustainable value for our stakeholders. We aim to keep a predictable medium-low risk profile, consistent with our
business model. This is key to achieving our strategic objectives.

RISK FRAMEWORK

How we define risk

Risk is any uncertainty about us being able to achieve our business objectives. It covers both financial and non financial risks (NFRs). NFR is a broad term usually
defined by exclusion, i.e. any risks other than the traditional financial risks of Credit, Liquidity, Capital, Market and Pension, Strategic and business, and Reputational.
Risk can be splitinto a set of key risk types, each of which could affect our results and our financial resources. Enterprise risk is the aggregate view of all the key risk
types.

Key risk types

Risk types Description

Credit The risk of financial loss due to the default or credit quality deterioration of a customer or counterparty to which we have provided
credit, or for whom we have assumed a financial obligation.

Liquidity The risk that we do not have sufficient liquid financial resources available to meet our obligations as they fall due, or we can only
secure such resources at excessive cost.

Capital The risk that we do not have an adequate amount or quality of capital to meet our internal business objectives, regulatory
requirements and market expectations.

Market Non-traded market risk — the risk of loss of income, economic or market value due to changes to interest rates in the non-trading book
or to changes in other market risk factors (e.g. credit spread and inflation risk), where such changes would affect our net worth
through a change to revenues, assets, liabilities and off-balance sheet exposures in the non-trading book.

Traded market risk — the risk of changes in market factors that affect the value of positions in the trading book.
Pension The risk caused by our statutory, contractual or other liabilities with respect to a pension scheme (whether set up for our employees or

those of a related company or otherwise). It also refers to the risk that we will need to make payments or other contributions with
respect to a pension scheme due to an agreed Recovery Plan or for some other reason.

Strategic and business The risk of loss or underperformance against planned objectives; damage from strategic decisions or their poor implementation that
impact the long-term interests of our key stakeholders or from an inability to adapt to external developments.

Reputational The risk of damage to the way our reputation and brand are perceived by the public, clients, government, colleagues, investors or any
otherinterested party.

Non Financial Risks:

Operational risk & The risk of loss or adverse impact due to inadequate or failed internal processes, people and systems, or external events. We give a

resilience particular focus to Cybersecurity, Fraud, IT, People and Third Party risks, which we mitigate through our management of operational
risk.

Financial crime The risk that we are used to further financial crime, including money laundering, sanctions evasion, terrorist financing, facilitation of

tax evasion, bribery and corruption. Failure to meet our legal and regulatory obligations could result in criminal or civil penalties
against Santander UK or individuals, as well as affecting our customers and the communities we serve.

Model The risk that the predictions of our models may be inaccurate, causing us to make sub-optimal decisions, or that a model may be used
inappropriately.

Conduct and Conduct risk — the risk that our decisions and behaviours lead to detriment or poor outcomes for our customers and clients and/or fail

regulatory to uphold and maintain high standards of market integrity.

Regulatory risk - the risk of non-compliance with applicable regulatory requirements, including supervisory expectations, which may
result in regulatory sanctions.
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Top and emerging risks

Several of our risk types also have Top risks associated with them. We regularly review the Top risks that could impact our business, customers and shareholders,
and they are monitored at each meeting of the Executive Risk Control Committee (ERCC) and Board Risk Committee (BRC). The Top risks we actively monitored in
2023 are set out in the relevant section of this Risk review and summarised in the 'Top risks' section of the Risk management overview in the Strategic report. Our
Top risks included risks arising from Inflationary and supply chain pressures, Climate change, Financial crime, Fraud, IT, Cybersecurity, Third Parties, People risk,
Data Management, Conduct and regulatory, Model risk and execution of change being key priorities for Santander UK and our regulators.

We also regularly review emerging risks that could impact our business, customers and shareholders, including regular review and discussion at the ERCC and BRC.
The identification of emerging risks is co-ordinated by the Risk Division. A key part of the process is continual scanning of the external environment, focusing on
emerging risk drivers such as broader geo-political, environmental and social risks, technological change including artificial intelligence, customer behaviour,
market competition, regulatory and government interventions, central bank digital currencies and other digital assets and disruption of UK macroeconomic factors.
Emerging risks actively monitored in 2023 are set out in the relevant section of this Risk review and summarised in the '‘Emerging risks' section of the Risk
management overview in the Strategic report.

In 2023, we added Environmental and Social risks as an emerging risk area that could impact on us and our customers. We actively monitor Disruption of UK
macroeconomic factors as a crystallised risk through regular updates to ERCC and BRC. For more, see the Risk management overview in the Strategic report.

Key elements
Our Risk Framework sets out how we manage and control risk.

How we approach risk - our culture and principles

The complexity and importance of the financial services industry demands a strong risk culture. We have systems, controls and safeguards in place to manage,
control and oversee the risks we face, but it is also crucial that everyone takes personal responsibility for managing risk. Our risk culture plays a key role in our aim
to be the best bank for our customers, shareholders, people and communities by acting responsibly. It is vital that all our people understand this. To achieve this,
our people have a strong, shared understanding of what risk is, and what their role is in helping to control it. We express this in our Risk Culture Statement:

Risk Culture Statement

Santander UK places good customer outcomes at the heart of our decision-making and our people take personal responsibility for doing the right thing. We are
thoughtful about taking risk, meaning we only take risks that we understand, we balance risk and reward when making decisions and are proportionate in our
approach.

The Board reviews and approves our Risk Culture Statement every year. Senior executives are responsible for promoting our risk culture from the top. They drive
cultural change and increased accountability across the business. We reinforce our Risk Culture Statement and embed our risk culture in all our business units
through our Risk Framework, Risk Certifications and other initiatives. This includes highlighting that:

- Itis everyone's personal responsibility to play their part in managing risk

- We must Identify, Assess, Manage and Report risk quickly and accurately

— We make risk part of how we assess our people's performance and how we recruit, develop and reward them

- Ourinternal control system is essential to ensure we manage and control risk in line with our principles, standards, Risk Appetite and policies.

We use Risk Certifications to confirm how we manage and control risks in line with our Risk Framework and within our Risk Appetite. As an example, every year,
each member of our Executive Committee confirms that they have managed risks effectively in line with the Risk Framework in the part of the business for which
they are responsible. Their certification lists any exceptions and the agreed actions to be taken to correct them. This is a tangible sign of the personal responsibility
that is such a key part of our risk culture.

Our risk culture programme
Through communications, training and awareness, we are evolving our approach to focus on the risk culture behaviour we expect of our people. Our | AM Risk
approach aims to make sure our people:

- ldentify risks and opportunities IDENTIFY
- Assess their probability and impact AssEss
- Manage the risks and suggest alternatives MANAGE
- Report, challenge, review, learn and 'speak up'. REPORT

| AM Risk is the process by which we make risk management part of everyone’s life as a Santander UK employee from how we recruit them and manage their
performance to how we develop and reward them. It is also how we encourage people to take personal responsibility for risk, to speak up and to come up with
ideas. We use | AM Risk in our Risk Certifications, policies, frameworks and governance, and risk-related communications. We also include it in reward arrangements
and in mandatory training, to support general awareness, our learning websites include videos and factsheets.

As part of | AM Risk, we include mandatory risk objectives for all our people in our performance management processes. The Executive Committee leads our culture
initiatives under the CEO's sponsorship and we use monthly staff surveys to give insight into our culture.
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Our risk governance structure

We are committed to the highest standards of corporate governance in every part of our business, including risk management. For details of our governance,
including the Board and its Committees, see the ‘Governance’ section of this Annual Report. The Board delegates certain responsibilities to Board Level Committees
as needed and where appropriate. Our risk governance structure strengthens our ability to identify, assess, manage and report risks, as follows:

- Committees: A number of Board and Executive committees are responsible for specific parts of our Risk Framework
- Key senior management roles: A number of senior roles have specific responsibilities for risk management
- Risk organisational structure: \We have the ‘three lines of defence’ model built into the way we run our business.

Committees

The Board and Board Level Committee responsibilities for risk are:

Board Level Committee

The Board (including the
Santander UK plc Board)

Board Risk Committee (BRC)

Board Responsible Banking
Committee

Board Audit Committee

Board Remuneration Committee

Main risk responsibilities

- Has overall responsibility for business execution and for managing risk

- Reviews and approves the Risk Framework and Risk Appetite

— Assesses the Risk Framework and recommends it to the Board for approval

— Advises the Board on our overall Risk Appetite, tolerance and strategy

Oversees our exposure to risk and our strategy and advises the Board on both

Reviews the effectiveness of our risk management systems and internal controls
- Reviews reports from the Chief Compliance Officer (CCO) on the adequacy and effectiveness of the compliance function

- Responsible for oversight of cybersecurity risks and receives regular updates on cybersecurity risk position including cybersecurity
incidents

— Receives regular updates on financial crime compliance and risks including money laundering, bribery and corruption and sanctions
compliance and monitors KPIs in line with approved Board risk appetite

— Responsible for culture and operational risk from conduct, compliance, competition & legal matters

- Ensures that adequate and effective control processes are in place to identify and manage reputational risks

Oversees our Sustainability and Responsible Banking programme and how it impacts on employees, communities, the environment
including sustainability and climate change, reputation, brand and market positioning

- Reviews updates on key risk issues, customer, reputational and conduct matters

Monitors and reviews the financial statements integrity, and any formal announcements on financial performance
- Reviews the adequacy and effectiveness of the internal financial controls and whistleblowing arrangements

— Monitors and reviews the effectiveness of the internal audit function

Receives regular updates from the internal audit function which performs reviews of cybersecurity risk and controls

Oversees the independence and performance of the external auditors

- Oversees implementation of remuneration policies, ensuring they promote sound and effective risk management

The Executive Level Committee responsibilities for risk are:

Executive Level Committee

Executive Committee (ExCo)

Senior Management Committee

Executive Risk Control Committee
(ERCC)

Asset and Liability Committee
(ALCO)

Pensions Committee

Capital Committee

Incident Accountability Committee

Credit Approval Committee

Economic Crime Committee
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Main risk responsibilities
— Reviews business plans in line with our Risk Framework and Risk Appetite before they are sent to the Board to approve
— Receives updates on key risk issues managed by CEO-level committees and monitors the actions taken

- Focuses on the responsibilities of the Executive Committee Senior Management Function holders and how they are discharged

Reviews updates on key risk issues, customer, reputational and conduct matters
- Reviews Risk Appetite proposals before they are sent to the BRC and the Board to approve

- Ensures that we comply with our Risk Framewaork, Risk Appetite and risk policies

Reviews and monitors our risk exposures and approves any corrective steps we need to take

Reviews liquidity risk appetite (LRA) proposals

Ensures we measure and control structural balance sheet risks, including capital, funding and liquidity, in line with the policies,
strategies and plans set by the Board

Reviews and monitors key asset and liability management activities to ensure we keep our exposures within our Risk Appetite
- Reviews pension risk appetite proposals

- Approves actuarial valuations and reviews the impact they may have on our contributions, capital and funding

Consults with the pension scheme trustees on the scheme's investment strategy

— Puts in place reporting systems and risk control processes to make sure capital risks are managed within our Risk Framework
- Reviews capital adequacy and capital plans, including the ICAAP, before they are sent to the Board to approve

- Considers, calibrates, challenges and agrees any appropriate individual remuneration adjustments

- Presents recommendations to the Board Remuneration Committee

— Approves corporate and wholesale credit transactions which exceed levels delegated to lower level forums or individuals

- Ensures due reporting, consideration, oversight and informed decision making regarding compliance with financial crime laws and
regulations, fraud, and best industry practice aligned to our Risk Appetite
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Key senior management roles
Senior roles with specific responsi

Role
Chief Executive Officer (CEO)

Chief Risk Officer (CRO)

Chief Financial Officer (CFO)
Chief Internal Auditor (CIA)
Chief Compliance Officer (CCO)

Money Laundering Reporting
Officer (MLRO)
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bilities for risk management are:

Main risk responsibilities

The Board delegates responsibility for our business activities and managing risk on a day-to-day basis to the CEO. The CEO proposes our
strategy and business plan, puts them into practice and manages the risks involved. The CEO must also ensure we have a suitable system
of controls to manage risks and report to the Board on them.

Oversees and challenges risk activities, and ensures that the business activity is conducted within our risk appetite. Responsible for
control and oversight of all risk types with regulatory responsibility to report on these risk types to Executive and Board Committees.

Responsible for developing strategy, leadership and management of the CFO Division. The CFO is responsible for managing interest rate,
liquidity, pension and capital risks. The CFO also aims to maximise the return on Regulatory and Economic Capital.

Designs and uses an audit system that identifies key risks and evaluates controls. The CIA also develops an audit plan to assess existing
risks that involve producing audit, assurance and monitoring reports.

Responsible to the CRO for control and oversight of conduct & regulatory, reputational and economic crime risk, but has direct
responsibility to report on conduct & regulatory and reputational risk to Executive and Board Committees and the regulator.

Responsible to the CCO for control and oversight of economic crime risk but has regulatory responsibility to report on this risk type to
Executive and Board Committees and the regulator.

Risk organisational structure

We use the 'three lines of defence’ model to manage risk. This model is widely used in the banki