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March 2015
We secured the third new banking licence in
the UK in 150 years

May 2016
We became the first UK hank to have its core
systems fully cloud hosted

September 2016
We became Lhe first new bank In the UK tn
reach cash flow break-even in its first year of
operations

January 2017
We became the first non-incumbent bank to
join the British Business Bank’s Help to Grow
Programme
May 2017
We won the “Cloud Innovation of the Year”
Award at the FS Tech Awards, and “Residential
Financier of the Year” at Property Week’s RESI
Awards

December 2017
We were approved as participants in the Bank
of England’s Term Funding Scheme

April 2018
OakNorth legal entity re-registered from a
private company to a public company

June 2018
We issued £50m of Tier 2 capital listed on the
Irish Stock Exchange

February 2019
The Holding Company secured £335m
investment  from  Clermont  Group and
Softbank’s Vision Fund

March/ July 2019
We announced several partnerships with other
leading fintechs to bring our award-winning
savings proposition to their customers

November 2019 O'—
We were named Best Challenger Bank at the
2019 Growth Finance Awards

September 2015
We launched after being granted full
authorisation from the PRA and FCA

June 2016
We won “Fast Growth Champion of the Year”
at the Growing Business Awards

April 2017
We won the “Banking in the Cloud” Award at
the Celent Model Bank Awards

October/ November 2017

The Holding company secured institutional
investment from Clermont Group, Coltrane
Asset Management, GIC (the Singaporean
sovereign wealth fund}, and Toscafund, raising
£250m {£160m primary)

March 2018

We announced a profit of £3.5m for the year
ended December 2017, cur second full year of
operations

May 2018
We won “Property Lender of the Year” at the
PROPS Awards

September 2018

The Holding Company secured £74m
investment from Clermont Group, Coltrane,
EDBI of Singapore, GIC, and NIBC Bank

March 2019

We announced participation in the ENABLE
Guarantee programme, securing a guarantee
of £133m from the British Business Bank

May/ December 2619

We established Debt Finance teams in
Manchester, the Midlands, the South West
and East Anglia




Business performance - key highlights

‘ 6 Total loan facilities!

o

£3.1bn

42% growth in 2019

| ‘g—lj Total customer deposits

£2.0bn

68% growth in 2019

e
A o
hﬂ"g

<)

£104.3m

74% growth in 2019

Total operating income

e

t%i Total profit before tax

£65.9m

95% growth in 2019

1 Including drawn and undrawn (both cg_rpmitted and uncommitted) facilities

fbn
3.1
2.2
0.9
2.3
e A
2016 2017 2018 2019
fbn
2.0
1.2
0'5 .
0.2
e M
2016 2017 2018 2019
f£m
104.3
60.1
28-3 .
7.7
—
2016 2017 2018 2019
£m
65.9
33.9
10‘6 -
E |
2.4
2016 2017 2018 2019

Annua Report 20149

Fage <4 DakNorth Bank Ple



Chairman’s Statement

Cyrus Ardalan
Chairman

My career in financial services began 46 years ago at the World Bank. Today for some, the idea of spending
almost half a century in the same industry may seem difficult to imagine, but banking has seen such immense
change over the decades that it has transformed almost beyond recognition. Unprecedented changes in
technology, regulation and consumer behaviour, have forced this industry to evolve, and banks have had to
adapt in order to survive. Many still struggle as they are challenged by new players in the field, free of outdated
systems and antiquated business models. For OakNorth this has been a tremendous opportunity.

Looking back over the decades, | have had the opportunity to work with some of the world’s oldest and largest
institutions — the ‘Goliaths’ of the industry. But these last few years with OakNorth? - the ‘David’ — has
impressed upon me the tremendous good banking can do for our country, if properly adapted to the state-of-
the-art technology and analytics. | see every day the impact we're having across the UK — the businesses who
are growing as a result of our loans, the SME housebuilders who are getting projects off the ground brick-by-
brick, and the jobs that are being created in professions that didn’t even exist ten years age. Like ‘David’, it's
often the smaller businesses that can have the largest impact.

Last year has been extremely challenging for the British economy — the combination of Brexit, the general
election, and flooding across huge stretches of Northern England in the final quarter of the year - created
unprecedented uncertainty. Despite this, OakNorth managed, once again, to have an exceptional year. We
increased total loan facilities by 42 percent to £3.1bn and grew customer deposits by 68 percent to £2bn.
Furthermore, we boosted profit before tax by 95 percent to £65.9m. This was all achieved without jeopardising
the credit quality of the loan book, despite having lent over £4bn since September 2015. This is in large part
down to the insight and foresight that our state-of-the-art Platform3 provides, and its ability to continually
self-optimise and adapt to changing market conditions. The next 12 months will provide us with an exciting

2 “0akNorth” and “the Bank” are used interchangeably in this document for “OakNorth Bank Ple”
3 “Platform” refers to the next-generation credit and monitoring platform which is a salution developed by the Bank's sister companies
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Chairman’s Statement

opportunity 1o prove the strength of our proposition and the businesses we lend to through an economic

cycle.

i Boosting the regions

At our inception, we had two offices in the UK, our
headquarters in Lendon and an operations and
customer support office in Manchester. Given the
increasing demand we have been seeing from
businesses in regions outside of London and the
South East, we made the decision this year to expand
our regional footprint and establish Debt Finance
teams in other parts of the UK.

In the last 12 months, we set up a Debt Finance team
out of our office in Manchester, as well as additional
regional hubs with Debt Finance Directors in the
Midlands, the South West and East Anglia. As a
result, the number of directors on our Debt Finance
team doubled to 25 people, with half of these being
based in the regions. We expect to continue to
expand our regional footprint in 2020 and beyond
with over 30 percent of our current new business
coming from outside of London and the South East.
This year we have supported the following
businesses among many others:

O Bright Minds Daycare, an independent nursery
group founded in Birmingham that is able to
invest in further childcare
proposition

improving its

U Cressey College, a specialist school for students
with social, emotional and attachment
difficulties, that is helping these children prepare
for adulthood and equipping them with the
employability skills to succeed in the future

O House of Gods, a newly-launched boeutique hotel
brand in Scotland founded by two brothers

U Kexgill, a Yorkshire-based student
accommodation provider which is bringing new
homes to students at the University of Hull

A Broor 2014

O Inn Collection Group, Northumberland’s largest
independent accommadation provider which is
doubling its portfolio to 21 sites and creating
dozens of new jobs in the process

O Care Concern Group, a general nursing and
dementia care business which continues offering
vital care for hundreds of patients

. Becoming the savings
- partner of choice

Ourlending to the “middle” — growth businesses that
tend to have the largest impact on economies and
communities but have been overlooked and
underserved for decades — has been supported by a
loyal base of deposit customers. These savers benefit
from competitive rates, Financial Services
Compensation Scheme (FSCS) protectian, and the
ability to apply for, fund and manage their account
online and via our app. Our dedicated customer
service team has a 4.5-star Feefo rating and answer
customer calls in just 11 seconds on average. The
combination of these factors has won us several
awards this year, including: Best Online Savings
Provider at the Moneynet Awards, Best Internet
Account Provider at the Moneyfacts Awards and Best
Internet Savings Provider at the Moneycomms
Awards.

Not resting on our laurels

Our Net Promoter Score of 80.5 with our barrowers
is amongst the best in the industry. We know that in
order to maintain this, we need to continuously
innovate and improve our proposition, which we are
actively doing through the OakNorth Platform and
other Bank systems.

QOur participation in the B8ritish Business Bank’s
ENABLE Guarantee programme has provided us with
a £133m guarantee to further strengthen our lending

Puge &} QakNorie Bank Plo



Chairman’s Statement (continued)

support to the middle. The programme is designed
to encourage banks to increase their lending to
smaller businesses by reducing the amount of capital
required to be held against such lending.

Conducting our business in a
socially-minded way

From the outset, we have been very clear on our
mission — to champion business lending to the
middle in a socially minded way. We have always
placed social and environmental consideration at the
centre of our business model. We target our lending
to have a direct positive environmental and social
impact. We support growth whilst ensuring
transition to a low carbon environment through
developing partnerships with like-minded eco-
friendly stakeholders. We don’t lend to businesses
that are in engaged in - oil or gas production, leather
tanning or manufacturing, dressing or dyeing of fur,
armaments or defence activities, gambling or betting
activities. We are amongst the first banks to become
net carbon zero.

Supporting British
“ businesses as the UK lays out
a new path for its future

Britain’s exit from the EVU in 2020 is a major event in
our nation’s history. Brexit will bring significant
challenges but also potentially new opportunities, so
we remain cautiously optimistic.

We have seen a slowing in borrowing demand from
certain businesses in certain sectors, but an increase
in demand from others. As a bank that raises
deposits from UK savers to lend to UK businesses, we
do not have to deal with the challenges of
passporting or potentially having to
thousands of staff as some of our larger counterparts
do. This creates an opportunity for us to double-
down on our proposition, staying laser-focused as
larger lenders become distracted with the challenges
Brexit presents. We are determined to support the
nation’s middle by providing them with access to the
debt finance they need to grow. We ended 2019 with
a record year in profits, increased efficiency and a
strong loan book. We believe we are well positioned
to meet the challenges of 2020 and to support the
middle at a time when many larger lenders will be
retrenching from the market.

relocate

On behalf of the Board, | would like to thank all our customers for choosing OakNorth as we build the bank for
entrepreneurs, by entrepreneurs. | would also like to acknowledge the exceptional work of the OakNorth
team, whose dedication has enabled us to build a strong and sustainable business that, in turn, enables

businesses around the UK to prosper.

Cyrus Ardalan
Chairman
5 March 2020

Annual BFeoont 2009
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Chief Executive’s Review

Rishi Khosla
Chief Executive Officer & Co-Founder

| begin this address with a sense of pride for OakNorth - the hundreds of businesses across the UK that we’ve
helped support since our launch in September 2015, and the impact this has had on job creation (17,000 new
jobs), GDP growth and bringing more social and affordable housing to the country (over 13,000 new homes),

As | look back over the past 12 months — an unprecedented period of change for the UK — it is humbling to
see how much we’ve accomplished and how much more we can do both here and internationally. This is only

the beginning.

Joel and | built OakNorth to reimagine business
borrowing for the middle — the growth businesses
who have been overlooked and underserved for
decades but are the backbone of economies and
communities globally. These are the change makers,
the job creators, the productivity drivers, and the
home builders who, like us when we were building
our first business, struggle to obtain fast, flexible
debt finance to grow. They are the businesses
governments and regulators continue to identify as
those in need of support, but who continue to be
ignored.

It wasn’t always like this. In the 80s and 90s, the
relationship managers at bank branches had credit
training, individual decisioning authority and held
personal relationships with local businesses, but this

has been replaced with centralised credit models
which yield ‘computer says no’ decisions. Most
technology investment by fintechs and traditional
banks has been in the consumer lending or small
business sectors, rather than commercial lending,
and as a result, the borrowing experience for the
middle has remained unchanged for decades — in
fact, it's slower, less personal and less credit-
informed.

We're building a cloud-native, technology-first,
relationship-centric  commercial bank  that’s
changing the industry. We’'re proving it’s possible to
delight customers and put them at the heart of your
business, whilst generating a profitable and
sustainable balance sheet. Our credit analysis and
monitoring platform helps us provide the middle

“age 4 ZakNocth Bank Ple



Chief Executive’s Review (continued)

with the bespoke deal structuring that's typically
reserved for large corporations. This hasn’t been
possible to date because of the human cost of in-
depth credit analysis — a traditionally manual process
that is time-intensive and costly. But by leveraging
machine learning, massive data sets and cloud
computing, we’re building a long-term, sustainable
business that is bringing a fundamentally better
borrowing experience to the middle.

Building the next-generation
commercial bank

Our Platform enables OakNorth’s Debt Finance
different
conversations and engage with borrowers in a

Directors to have fundamentally
dramatically different way. It brings credit insight
about our borrowers’ businesses back to the front
line, democratising this knowledge so that our Debt
Finance Directors have a deep understanding of the
individual business, its industry and its sub-sector. As
a result, our teams have more relevant and
thoughtful conversations with the business owner.
Instead of wasting time on the things that don’t
matter, they are able to spend more time on the
things that do — structuring a loan for our borrowers’

needs in the time frame they need it.

Since our launch in 2015, we’ve lent over £4bn* with
an average of eight Debt Finance Directors. In a year,
they complete four times the number of deals on
average than they did in the same role at previous
banks. Over the last 12 months, they've originated
£1.4bn in new facilities.

4 Gross facilities originated

5 96 direct bank headcount and c172 of staff supporting from other
entities in the QakNorth group

Cumulative lcan facilities originated
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However, the Platform doesn’t only assist them with
credit analysis and data optimisation, it also aids in
portfolic monitoring. By proactively monitoring
clients’ financial and operational data, it is able to
provide early warning
deterioration in credit quality, enabling our Debt
Finance Directors to have a preliminary conversation
with the client, well before a negative credit issue
arises. This results in better outcomes for our clients.

indicators in case of

This is evidenced by the fact that OakNorth has been
able to lend over £4bn in four years without credit
losses and only two defaults {both of which are
collateralised) that equate to 1 percent of our
originated facilities.

Our Platform has enabled us to achieve results which
put us in the top 1 percent of banks in developed
countries, across every metric that’s measured:

e ourreturn on required equity is 19 percent

e our cost-to-income ratio is 32 percent

e our borrower Net Promoter Score is 80.5

This is with a team of less than 270° people. In
addition to this, we reached cash flow break-even
just nine months post-launch repaying all accrued
losses in 25 months, and pre-tax profits in 2019 near-
doubled to £65.9m from £33.9m.

Profit before tax {fm)

£5.9
333

2015 2016 2017 2418 2019

2.2 -2.4
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Chief Executive’s Review (continued)

OakNorth is well capitalised with a total capital ratio
of 23 percent, and we will keep a comfortable buffer
position that will allow us to grow and meet
regulatory requirements.

We intentionally don’t pay dividends so that we can
reinvest all our profit into continuing to grow our
kusiness and support the middle. However,
regulation in regard to capital requirements as a
new, fast-growing bank subject to the standardised
appreoach, coupled with the 8 percent Corporation
Tax Surcharge means we have less capital to deploy
to do this. Creating a more level playing-field
between the new banks like us and the traditional
incumbents, would help boost competition and
increase net lending to the UK economy, so we
welcome recent discussions with policy makers on
this.

Regulatory capital (£m)

513
386
256
" Szl
N .

2015 2014 2017 2018 2019

P

Building a sustainable, long -
term business

o B

The £335m Group-level investment round with
SoftBank and the Clermont Group that we
completed in February is a clear measure of how the
investment community measures our progress over
the last four years and has provided us with
additional capital to invest in accelerating our
technology platform, which in turn helps drive the
growth of the Bank. In the last 12 months, the
OakNorth Group has invested in data architecture in
the Platform, which is enabling modelling for highly
complex and varied client cases. We also continued
to invest in hiring the right talent across our Platform
business — particularly in product, engineering,
design and credit science.

Annie Report 7019

As a founder-fed organisation, we believe in building
a business as if you're going to own it for life as this
ensures you make the right long-term decisions.
From the outset, we have pursued operational
excellence, efficiency and rigorous execution. We
were the first bank in the UK to establish its core
banking infrastructure in the cloud, and upon that,
have built a robust and scalable operation that is free
of the legacy IT issues found at many of the
traditional banks. It is for this same reason that we
see the time and effort we spend looking at bank
regulation — much of which is consistent with what is
essential to build a strong long-term business —as an
investment, rather than overhead. We respond to
regulatory changes as a matter of priority and work
closely with the Prudential Regulation Authority
(PRA} and the Financial Conduct Authority (FCA) to
share our perspective and the nuances of our unique
business model and financial profile so we build a
robust business for the long term.

We're fortunate to be supported by an incredibly
strong Beard and Advisory Board, including the
recent addition of Philip Hammond, Former
Chancellor of the Exchequer. Between them, our
Board and Advisory Board members have over two
centuries of experience in financial services,
providing us with invaluable expertise to ensure we
can cantinue our strong growth with discipline and
rigour, even in a down cycle. The fact that we're
profitable and have a strong capital buffer sets us
apart from other new banks, and we see strong
growth opportunities for both our lending and
savings businesses.

We have over £2.4bn of qualified deals in our
pipeline, with more than one thirds of new
borrowing leads coming from client referrals. In the
last 12 months, we set up Debt Finance teams out of
our office in Manchester, as well as adding new
regional hubs in the Midlands, the South West and
East Anglia. We are committed to taking OakNorth’s
positive multiplicative effect on local economies
across the country.

This continued lending to British businesses is only
made possible thanks to the trust and loyalty of our
deposit customers. This year we diversified our

Fage 10, OakNorth Bank Ple



Chief Executive’s Review (continued)

sources of funding and brought our award-winning
savings platform to a wider universe of customers.
The launch of our app is helping us attract a wider
demographic and getting younger people to think
about saving. Through strategic partnerships with
other leading fintechs, we’ve been able to attract
over 102,000 new savings customers, in addition to
the 42,000 who have come to us direct. We've also
been able to bring new and exciting products to an
otherwise stale and stagnant market. For example,
our partnership with Moneybox involved launching a
market-leading Cash Lifetime ISA designed to help
customers saving for their first home to take that
next step towards property ownership.

Customer degosits (fbn)

2.0
1.2
4.5
0.2
0.0t
]

2015 2016 2017 2018 2019

Doing well by doing good

Building a strong business can only be done with care
for customers, employees, communities and the
environment. In 2018, we announced a commitment
to donate 1 percent of our group-level profits to
supporting charitable causes and social enterprise.
Our focus over the last 12 months has been on
creating and supporting opportunities for social
mobility, female empowerment, increased
engagement in the STEAM subjects at schools, and
the inclusive development of underprivileged
communities globally.

Making a meaningful impact
in addressing climate change

We cannot build a long-term, sustainable, and
profitable business without embracing purpose and
considering the needs of a broad range of
stakeholders. Ensuring that we conduct our business
in a way that helps mitigate the physical impacts of
climate change is critical to our stakeholders — and

therefore, us.

We are proud to be one of the first banks globally to
become net carbon zero by offsetting our estimated
direct emissions (Scope 1) and electricity-generated
indirect emissions related to suppliers of our IT
infrastructure (Scope 2). Our suppliers have plans
themselves to reduce their carbon emissions, but
until they have implemented these plans we will
continue to use offsets. Our approach in relation to
the impact of emissions from our clients and all other
indirect emissions {Scope 3} is in progress and will be
formalised in 2020, but as a lender, we currently
proactively screen for businesses that conduct their
businesses in a sustainable way.

To navigate the challenges
of the future, we must first

. understand the challenges of
. our past

It has been over a decade since the world
experienced the worst financial crisis in living
memory and whilst it brought with it a huge amount
of suffering that is still being felt by millions, it also
helped catalyse the birth of new sectors such as
fintech and new players like ourselves.

On 31 January 2020, the UK ended its 47-year
membership with the EU, with this comes huge
challenges but also opportunity. For us, it will be a
chance to prove the strength of our proposition and
the businesses we lend to. No matter how the trade
negotiations unfold, we will remain committed to re-
imagining business borrowing for the middle. There
will always be good businesses to lend to and we are

Arrual Report 2019
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Chief Executive’s Review {continued]

experts at identifying and lending to them. The UK
can position itself for exceptional growth over the
next decade if it unlocks the productivity and human
capital in the regions outside of London and

continues to support those businesses who are
making the biggest impact on the economy and local
communities. We are well-positioned and excited to
enable this growth over the coming decades.

It has been an unparalleled journey over these last four years, and we have managed to get this far, with such
momentum, thanks to the incredible commitment, passion and determination of our team, our customers
and our investors. Together, we are re-imagining borrowing for businesses around the UK, and in doing so,
ensuring that communities and economies globally can thrive.

Rishi Khosla
Chief Executive Officer & Co-Founder
5 March 2020

Anrgal Resory 20149
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Strategic Report

The Directors present their strategic report for OakNorth for the year ended 31 December 2019.

Principal Activities and Review of the Business
Product offering and business growth

OakNorth Bank Plc (herein referred to as ‘OakNorth’ or ‘the Bank’) continued its strong and profitable growth
in 2019. in the fourth full year of operations, total facilities (drawn and undrawn) increased to £3,149 million,
driving total operating income up 74% to £104.3 million.

OakNorth aims to support the UK's middle® by providing these businesses with bespoke debt finance ranging
from £500k to £50 million. DakNorth seeks to unlock the growth potential of the middle with a lending
proposition based on faster transaction times, transparency and building a detailed understanding of the
borrowet’s business. In our continued drive to support these businesses throughout 2019, we established
Debt Finance teams in Manchester, the Midiands, the South West and East Anglia.

OakNorth’s total drawn loan book increased to £2,066 million as at 31 December 2019, from £1,304 million as
at 31 December 20187, As at 31 December 2019, OakNorth had lent to businesses across sectors such as:
hotels, care homes, nurseries, manufacturing companies, retailers, property developers, property investors,
catering companies, bars and restaurant chains, private equity houses and other financial companies.

At DakNorth, we continue to leverage our Platform which combines machine learning, decades of credit
expertise and massive data sets to model a forward-looking view of the borrowers’ financial situation, that’s
informed by industry benchmarks, macro-economic drivers, and scenario analysis specific to that business.
Larger data sets and deeper analysis enable more informed credit decisions and proactive partfolio monitoring
deliver better credit outcomes.

Whilst the Bank’s lending book has not yet been through a credit cycle, we continue to keep very close to ocur
customers and have a good forward view of their performance against budgets and covenants and are
confident in the quality of our portfolio and ability to manage any perfermance issues.

During the year, two loan accounts were classified as Stage 3 under IFRS 9. We are proactively taking actions
to ensure that the losses are not material. Both the exposures are collateralised with real estate. We have
expanded our workout team, enabling us to manage accounts in stress even more effectively. The credit
quality and the performance of the remaining book continues to be strong - over £800 million has been repaid
to date, which reaffirms the effectiveness of our credit underwriting and monitoring processes, and 96% of
the loan book is collateralised. Given the current economic environment, we continue to exercise caution
whilst growing the loan bock and closely monitor the performance of the existing book.

OakNorth’s lending is supported by its strong de posit customer base. We invest in expanding and developing
our deposit product offering, so that our customers have a range of options for their savings and can regard
OakNorth as their first choice for deposits. OakNorth is a digital-only bank for deposits, offering competitive
and FSCS-protected savings products to retail customers which include: fixed term deposit accounts with
tenors ranging from 6 to 60 months, easy access accounts, cash I5As (both fixed rate and easy access), a range
of notice accounts, and a cash LISA via a partnership with Moneybox. During 2019, OakNorth launched
strategic partnerships with several other leading fintechs, enabling us to grow and diversify our customer base.

8 “The Middle” refers to growth businesses that tend to have the largest impact on economies and communities but have been overlooked and
underserved for decades

7 Gross drawn (excluding accrued interest, unamontised fees and general provisions)
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Strategic Report (continued)

For business customers, OakNorth now offers notice and easy access accounts, in addition to fixed term
savings accounts.

OakNorth is able to keep its cost of funding low through a highly automated deposit raising platform, which
enables individuals to open accounts in just three minutes on average. As at 31 December 2019, OakNorth
had a deposit book of £1,971 million (2018: £1,175 million)®, with over 144,000 deposit customers {2018:
28,000).

From the outset, OakNorth has pursued operational excellence, efficiency and rigorous execution. The first
bank in the UK to establish its IT infrastructure in the cloud, OakNorth has built on this solid foundation with
a robust and scalable operation. Free of the legacy IT issues seen at many of the big banks, we have been able
to use automation and good process design to drive efficiency. OakNorth is supported by its fellow group
companies in its operations.

With our continued focus on enhancing operational efficiencies, in 2019 our cost / income ratio reduced to
32% from 37% in 2018.

Financial performance

As a result of the strong growth in lending, total operating income grew significantly to £104.3 million during
2019 from £60.1 million in the prior year, which was a 74% year-on-year increase.

In 2019, we cantinued to achieve a strang yield of 7.95% on the loan book?® . The cost of deposits also remained
stable at 1.8% for 2019. The outcome can also be seen in OakNorth’s good deposit customer satisfaction
ratings, with a Net Promoter Score of 67.0 and a score of 80.5 for borrowers, as at December 2019.

In 2019, OakNorth transitioned to the accounting standard IFRS 9 from IAS 39. There was no significant impact
on the financials of the Bank as a result of this transition. During the year, an expected credit loss (ECL) charge
of £4.9 million was booked {2018: £3.9 million was booked as impairment provision for incurred but not
reported losses). Of the total charge booked during the year, Stage 3 ECL charge was £1.9 million {2018: nil
specific impairments). Furthermore, due to the adoption of IFRS 9 from 1 January 2019, a charge £0.3 million!0
was directly booked to retained earnings. The charge was driven by the expected credit loss computed on the
loan commitments as of 1 January 2019. Detailed information is provided in the Note 1.3, 1.7 and 1.8 to the
financial statements.

The credit quality of the portfolio continued to remain strong. The average portfolio loan to value ratio for
property backed loans was 56% as at 31 December 2019 (2018: 56%). Overall leverage on cash flow loans also
continues to be conservative at 2.0x net leverage on average (2018: 2.0x).

Operating expenses increased to £33.6 million from £22.3 million in the prior year, reflecting a year-on-year
increase of 50%, which was largely driven by the growth in headcount supporting business growth and taking
prudent steps to increase our portfolic menitoring and waorkout capability in case of an economic downturn.
Nonetheless, the cost-to-income ratio reduced to 32% from 37%, and we are continuing to reduce this further,
exiting 2019 with a ratio of 27.9%!1.

Throughout the year QakNorth’s capital and liquidity position remained strang, and OakNorth complied with
all regulatory liquidity and capital requirements. The average ratio of cash and cash equivalent balances to

8 Gross deposits (excluding accrued interest)

9 Loan net interest & fee Income as a percentage of average drawn loans and advances to customers
10 Net of defe