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Highlights

The numbers included within this report, including comparatives, are prepared in accordance
with IFRS.

e Increased interest receivable and similar income Interest receivable and
similar income has increased when compared with the prior period at £52.2m for the
quarter to December 31, 2015, compared to £49.0m for the quarter to September 30,
2015. This increase primarily relates to interest earned on increased loan book levels.

e Impairment maintained at very low levels The net impairment charge to the
Income Statement was £2.7m in the quarter to December 31, 2015 and compares to a
charge of £3.2m for the quarter to September 30, 2015. The reduction in impairment
is due to favourable movements’ in house price indices and an improvement in the
performance of loans across the portfolio.

e Continually high EBITDA The group continues to be consistently highly profitable,
with EBITDA at £40.5m for the quarter to December 31, 2015, (£38.1m for the quarter
to September 30, 2015). The increase of £2.4m reflects the net effect of an increase in
interest income of £3.2m, a reduction in impairment losses in the prior quarter as
referred to above, and £1.4m increase in administration expenses. EBITDA margin has
remained at above 70% at 72.5% for the quarter to December 31, 2015, compared to
72.6% for the quarter to September 30, 2015.

e Continually high Profit before tax Profit before tax is £23.4m for the quarter to
December 31, 2015, (£22.4m for the quarter to September 30, 2015). In addition to the
EBITDA factors detailed above, interest costs increased by £1.4m as our borrowings
increased.

e Continually high cash generation The group continues to be highly cash
generative, with cash receipts in the quarter to December 31, 2015 of £186.2m
compared to cash debt service of £6.3m and other cash expense payments of £18.3m.
In addition, £0.7m of transaction fees were incurred on the introduction of the
Lakeside Asset Backed Securitisation on August 13, 2015 and the refinancing of the
Revolving Credit Facility on August 28, 2015. Interest payable of £8.6m, relating to
the senior secured notes, has accrued and becomes payable in March 2016. During the
quarter, the group has drawn £10m on its revolving credit facility (total drawn £10m at
December 31, 2015), issued £35m of Securitisation variable funding notes under the
Charles Street program (total issued £665m at December 31, 2015) and £50m under
the Lakeside program (total issued £140m at December 31, 2015).

¢ Increased lending volumes Lending volumes increased on the prior period, with
the group advancing £248.9m of loans in the quarter to December 31, 2015, compared
to £237.5m in the quarter to September 30, 2015. Key underwriting metrics remained
fairly consistent in the period, with the weighted average LTV of loans written in the
quarter to December 31, 2015 being 57.9%, compared to 56.4% in the quarter to
September 30, 2015 and 56.4% in the quarter to December 31, 2014.

e Improving LTV of loan portfolio - Total Group The indexed weighted average
LTV of the loan portfolio for the total group at December 31, 2015 remained at the
September 30, 2015 position of 54.1% showing an improvement on the position as at
December 31, 2014 of 58.5%.

e Improving LTV of loan portfolio - Borrower Group The indexed weighted
average LTV of the loan portfolio for the borrower group, as at December 31, 2015 is
60.5%, showing an improvement on the position as at September 30, 2015, of 62.5%
and on the position at December 31, 2014 of 68.5%.



An Introduction to Jerrold Holdings

We are a specialist UK mortgage loan provider,
established in 1974 and have successfully
operated throughout our 41 year history. We
focus on low loan to value lending and offer
retail and commercial purpose mortgage loans
to niche market segments underserved by
mainstream lenders. Our loans include secured
first and second lien loans, of which 80.0% are
secured by residential properties, with the
balance secured by commercial and semi-
commercial properties, all within the United
Kingdom. We specialize in offering individually
underwritten loans to niche market segments,
thereby minimizing competition from retail
(“high street”) banks and other lenders. We
offer our loans through a number of different
brands and distribute them through brokers
across the United Kingdom (which we refer to
as the “broker network”), professional firms
and auction houses and, with respect to repeat
business, through our sales team. We originate
and service all our mortgage loans directly.

As of December 31, 2015, 35.1% of our loan
portfolio was classified as retail purpose, 60.7%
of our loan portfolio was classified as
commercial purpose and 4.2% of our loan
portfolio was classified as development
funding, calculated by value. We classify
mortgages as “retail purpose” where the
borrower resides in the property (or in at least
40% of the property) securing the loan and
which include loans for purchasing a new
home, making home improvements, debt
consolidation and large personal purchases.
Retail purpose loans include loans that are
regulated by the Financial Conduct Authority
(the “FCA”) or, prior to March 31, 2014, the
Office of Fair Trading (“OFT”) after which date
responsibility for consumer credit regulation
transferred from the OFT to the FCA. We
classify mortgages as “commercial purpose”
where the borrower does not reside in the
property (or resides in less than 40% of the
property) securing the loan and which include
loans for investing in property, including in
order to lease that property (“buy-to-let”),
raising capital against a property, including for
general business use, or to renovate a property,
or to bridge a transaction. Commercial purpose
loans are unregulated. Our classification of a

mortgage as either retail or commercial
purpose is unrelated to the collateral securing
it.

Our underwriting process consists of a detailed
and individualized credit and affordability
assessment, as well as a security assessment
which includes an independent valuation,
which we believe provides us with a thorough
understanding of each loan application. In the
underwriting process, we primarily focus on
affordability, being the ability of the loan
applicant to make loan payments in line with
agreed terms (“affordability”), and security,
being the adequacy of the property which will
serve as security for the loan (“security”). To
ensure strict compliance with our underwriting
guidelines, we have in place mandate and
authorization controls, a staff training and
competency program and comprehensive
quality assurance sampling procedures.

The LTV ratio is a ratio (reflected as a
percentage) of the aggregate of (i) the principal
amount of a mortgage loan, (ii) any higher
ranking charge mortgage loans secured on the
same property (iii) the accrued interest and fees
thereon and (iv) less provisions for
impairments compared to the latest appraised
value of the property securing the loan. The
LTV of our loan portfolio on a weighted average
indexed basis as of December 31, 2015, was
54.1% and the LTV on a weighted average basis
of new loans underwritten by us in the quarter
ended December 31, 2015 was 57.9%. We have
historically lent at low LTVs compared to other
lenders, including in the period leading up to
the 2007 financial crisis during which many
other lenders extended loans with LTVs equal
to or in excess of 95%. As of December 31,
2015, 92.1% of our total loan portfolio and
85.2% of the Borrower Group loan portfolio,
calculated by value, consisted of loans with
LTVs at origination equal to or less than 75%.
This fundamental, long-standing principle of
our group has provided us with significant
protection in times of falling house prices and
economic downturns, thereby minimizing our
levels of provisions.



Presentation of Financial and Other Information

Financial Statements

This quarterly report presents the unaudited
interim condensed consolidated financial
statements of Jerrold Holdings Limited as of
and for the three months ended December 31,
2014 and 2015 and for the six months ended
December 31, 2015. The interim condensed
consolidated financial statements of Jerrold
Holdings have been prepared in accordance
with the International Financial Reporting
Standards (IFRS) as adopted by the European
Union (EU), are unaudited and are derived
from internal management reporting.

As at 31 December 2015 the company’s non-
securitised assets were subject to a fixed and
floating charge in respect of £10m of bank
borrowings and £300m in respect of senior
secured notes of the group and the only notable
commitment is with regards to the operating
lease we hold for our head office building.

During the period, the Group made
transactions with affiliated companies. Details
of these transactions can be found in Note 15 of
the financial statements in this report.

We have not included financial information
prepared in accordance with FRS 102 or U.S.
GAAP. IFRS differs in certain significant
respects from FRS 102 and US GAAP. You
should consult your own professional advisors
for an understanding of the differences between
IFRS, FRS 102 and US GAAP and how those
differences could affect the financial
information contained in this quarterly report.

Charles Street Asset Backed Conduit
Securitization 1 Limited (“Charles Street ABS”),
and Lakeside Asset Backed Securitization 1
Limited (“Lakeside ABS”), the bankruptcy-
remote special purpose vehicles established for
purposes of our Securitizations, are
consolidated into our interim consolidated
financial statements in accordance with IFRS.
Mortgage loans sold to Charles Street ABS and
Lakeside ABS are maintained on our
consolidated statement of financial position as
assets due by our debtors and the associated
interest receivable credited to our income
statement. The loan notes issued by Charles
Street ABS and Lakeside ABS to certain lenders
to finance their purchase of the loans and any
interest and fees accrued but not yet paid in

respect thereof, are maintained on our
statement of financial position as liabilities due
to creditors with interest and transaction
expenses expensed through our income
statement.

Other Financial Information (Non-IFRS)

We have included in this quarterly report and
related presentation, certain financial measures
and ratios, including EBITDA, EBITDA margin
and certain leverage and coverage ratios that
are not presented in accordance with IFRS.

In this quarterly report and related
presentation, references to “EBITDA” for the
three months ended December 31, 2014 and
2015 and for the six months ended December
31, 2015 for Jerrold Holdings, can be extracted
from the wunaudited consolidated interim
financial statements of Jerrold Holdings, by
taking profit on ordinary activities after
taxation and adding back interest payable and
similar charges (including finance charges)
bank interest received (included in interest
receivable and similar income), tax on profit on
ordinary activities and depreciation and
amortisation.

We are not presenting EBITDA-based measures
as measures of our results of operations.
EBITDA-based measures have important
limitations as an analytical tool, and you should
not consider them in isolation or as substitutes
for analysis of our results of operations. Our
management believes that the presentation of
EBITDA-based measures is helpful to investors,
securities analysts and other parties to measure
our operating performance and ability to
service debt. Our EBITDA-based measures
may not be comparable to similarly titled
measures used by other companies.

EBITDA, EBITDA margin and certain leverage
and coverage ratios are not measurements of
financial performance under IFRS and should
not be considered as alternatives to other
indicators of our operating performance, cash
flows or any other measure of performance
derived in accordance with IFRS.



Terms Relating to Our Loan Analysis

We do not reschedule our loans by capitalizing
arrears. In this quarterly report and related
presentation, arrears data is based on the
original contractual position, using actual cash
received to identify performing and non-
performing arrears loans, and does not take
into account either payment plans or agreed
changes to payment dates.

Repossessed properties, Law of Property Act
(“LPA”) receivership in sale status and
development loans are excluded from arrears
numbers. LPA receiverships in rental status,
which may return to being performing assets,
are included in arrears numbers.

Repossessed properties are properties in
respect of which a court order has been
actioned by a charge holder to the security, or
in respect of which the borrower has
surrendered ownership of the property. An
LPA receivership is typically used to exercise
security over property that is wused for
commercial purposes, which enables us to sell
the property (“sale status”), or divert income
streams from properties directly to ourselves
(“rental status”) which may not lead to an
eventual sale process if the borrower is able to
recover his position.

Development loans are commercial purpose
loans that we historically extended to finance
the development of land or property into
residential units, with repayments being made
out of the sale of property units. We continue
to support a small number of funding
commitments already agreed or required to
complete existing  developments,  but
underwrite relatively few new development
loans. Development loans are reported as a
separate category of loans within this analysis.

In this quarterly report and related
presentation, data referring to our loan
portfolio analysis is in reference to our core
operating subsidiaries: Blemain Finance
Limited, Bridging Finance Limited, Cheshire
Mortgage Corporation Limited, Lancashire
Mortgage Corporation Limited, Auction
Finance Limited and Harpmanor Limited,
which represent 99.9% of our total loan book
balances by value as of December 31, 2015.
Data referring to our loan portfolio analysis is
presented after provisions for impairments.

In this quarterly report and related
presentation, a loan is considered performing
(or a “performing loan”) if it has (i) nil arrears
or arrears less than or equal to one month’s
contractual installment or (ii) “performing
arrears loans,” being loans with arrears greater
than one month’s but less than or equal to three
months’ contractual installments or where cash
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receipts collected in the prior three months are
equal to or greater than 90% of the contractual
installments due. The balance of loans are
classified as (i) non-performing arrears loans,
where such loans have arrears of greater than
three months’ contractual installments due and
where receipts collected in the prior three
months are less than 90% of contractual
installments due, (ii) loans for which the
security is subject to a repossession order or for
which an LPA receiver has been appointed and
is under sale status and (iii) development loans.

In this quarterly report and related
presentation, the term “performing loans”
refers to the aggregate of (i) the principal
amount of performing loans outstanding and
(ii) accrued interest and fees (iii) provisions for
impairments, in respect of such loans, as of the
date presented. The term “non-performing
arrears loans” refers to the aggregate of (i) the
principal amount of non-performing arrears
loans outstanding and (ii) accrued interest and
fees (iii) provisions for impairments, in respect
of such loans, as of the date presented. Non-
performing arrears loans do not take into
account loans for which the security is subject
to a repossession order or for which an LPA
receiver has been appointed and is under sale
status or development loans, all of which are
reported as separate categories and are also
calculated based on the principal amount plus
accrued interest and fees after provisions for
impairments, in respect of such loans. Our loan
analysis excludes loans with carrying values of
nil for which full provisions are in place. Our
provisions analysis also excludes provisions in
respect of loans with carrying values of nil for
which full provisions are in place.

In this quarterly report and related
presentation, the term “total loan assets” refers
to the total balance of loans provided to our
customers as included within our statement of
financial position, stated after provisions for
impairments and fees and commissions spread
over the behavioral life of the loan. .

In this quarterly report and related
presentation, the term “second lien loans”
includes second lien loans and also subsequent
lien loans. As of December 31, 2015 subsequent
lien loans amounted to approximately £9.3m
million after provisions for impairments,
representing 0.6% of our loan portfolio.

The LTV ratio is a ratio (reflected as a
percentage) of the aggregate of (i) the principal
amount of a mortgage loan, (ii) any higher
ranking charge mortgage loans secured on the
same property, (iii) the accrued interest and
fees thereon and (iv) provisions for



impairments compared to the latest appraised
value (the assessed value of real property in the
opinion of a qualified Appraiser or Valuer
during the mortgage origination process or the
reappraised valuation of the property if a later
valuation has been undertaken) of the property
securing the loan.

The LTV ratio is calculated after impairment
provisions under IFRS. Under UK GAAP this
was calculated after suspended interest but
before principal impairment provisions.

In this quarterly report and related
presentation, the average LTV of our loan
portfolio is calculated on a “weighted average

basis,” pursuant to which LTV is calculated by
multiplying each LTV by the respective loan
amount and then dividing the sum of the
weighted LTVs by the total amount of loans.
The weighted average LTV of our loan portfolio
is also presented on an “indexed basis,”
pursuant to which the value of the properties
securing our loans are reviewed quarterly and
adjusted for movements in property prices
since the latest appraised valuation in
accordance with the relevant regional property
indices.



Summary Corporate and Financing Structure

The diagram below provides a simplified
overview of our corporate and financing

The diagram does not include all entities in our
group nor does it show all our liabilities in our

structure on a consolidated basis as at

December 31, 2015.

group

Group Legal & Finance Structure as at 31 December 2015
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Key Performance Indicators

The following table summarizes key financial data and key performance indicators as of the

dates and for the periods indicated.

3 months ended or as at

Unaudited

6 months ended or
as at December 31

Unaudited

December 31,

(£ in thousands, except for percentages and

ratios or unless otherwise noted) 2015 2014 2015
Group

Interest receivable and similar income 52,244 40,460 101,206
Add:

Commission cost (included within interest

receivable) 2,543 1,840 4,957
Bank interest received (8) (20) (24)
Fee and commission income 1,045 083 2,099
Other income 34 40 66
Turnover 55,858 43,303 108,304
Movement in bad debt provisions 2,696 4,229 5,895
EBITDA 40,490 29,209 78,554
EBITDA margin 72.5% 67.5% 72.5%
Profit on ordinary activities before tax 23,416 16,267 45,824
Supplemental cash flow information:

Cash receipts 186,218 141,560 375,058
New advances (248,949) (182,377) (486,418)
LTV of loan portfolio (on a weighted average

basis, based on LTV of loans at origination) 57.5% 57.4% 57.5%
LTV of loan portfolio (on a weighted average

indexed basis) 54.1% 58.5% 54.1%
Borrower Group

LTV of loan portfolio (on a weighted average

basis, based on LTV of loans at origination) 61.8% 61.2% 61.8%
LTV of loan portfolio (on a weighted average

indexed basis) 60.5% 68.5% 60.5%

For definitions please see sections: “Terms Relating to our Loan Analysis” and “Key

definitions”.

The key performance indicators above for three
months ended December 31, 2014 and 2015 and
six months ended December 31, 2015, have been
derived from unaudited condensed consolidated
interim financial statements and management
information. In the opinion of management,
such unaudited financial data reflect all
adjustments necessary for a fair presentation of
the results for those periods and have been
prepared in accordance with IFRS. The key

performance indicators above for the three
months ended December 31, 2015 and six
months ended December 31, 2015 are not
necessarily indicative of the results to be
expected for the full year or any future period.
The financial information should be read in
conjunction with the historic consolidated
financial statements of Jerrold Holdings Limited
and the accounting policies describe in Note 2.



Operating and Financial Review

The section below provides a more detailed
overview of performance in relation to a
number of the key metrics that management
use when assessing the performance of the
business.

Continued focus on prudent
underwriting policies, LTVs and
traditional security

During the quarter to December 31, 2015 the
group has continued to focus on prudent
underwriting policies and LTVs, as well as
traditional security such as residential housing
stock, in providing its mortgage loans. The
average LTV of new mortgage loans funded in

The group has continued to use stringent
affordability metrics to ensure our customers
are able to service their loans. This focus on
affordability continues to correlate with a
decline in vintage delinquency levels, with the
number of loans experiencing arrears greater
than three months contractual installments
within 12 months of funding decreasing from
11.3% for loans funded in the year ended
December 31, 2008, to 1.2% for loans funded in
the year ended December 31, 2014. We expect
that a continued focus on such policies will help
us maintain lower delinquency levels.

An analysis of our loan portfolio as at December
31, 2015, September 30, 2015 and December 31,

2014, by arrears banding, for the group and
borrower group is as follows:

the quarter was 57.9%, compared to 56.4% in
the quarter to September 30, 2015 and 56.4% in
the quarter to December 31, 2014.

Group Loan Portfolio Arrears Borrower Group Loan

Analysis Portfolio Arrears Analysis
Dec 31, Dec 31, Sept 30, Dec 31, Dec 31, Sept 30,
2015 2014 2015 2015 2014 2015

Nil Arrears & o o o o o N
Arrears < 1 month. 83.3% 76.0% 82.6% 60.0% 55.2% 61.6%
Performing Arrears

1-3 months 4.7% 6.0% 4.6% 6.7% 6.9% 6.0%

3-6 months 0.9% 1.5% 1.1% 2.3% 2.9% 2.5%

>6 months 1.0% 1.3% 1.2% 2.8% 3.9% 3.2%
AI:;::'SPerformmg 6.6% 9.3% 6.9% 11.8% 13.7% 11.7%
Non-Performing Arrears

3-6 months 1.4% 1.4% 1.1% 2.9% 2.3% 2.0%

>6 months 1.7% 2.6% 1.8% 5.6% 5.7% 4.7%

Past due (term loans) 0.8% 0.9% 0.8% 2.4% 1.9% 2.2%

LPA Rent 0.4% 0.8% 0.6% 1.2% 1.7% 1.5%

Total Non- o o o o o o
Performing Arrears. 4.3% 5.7% 4.4% 11.2% 11.6% 10.4%
Development Loans 4.2% 6.4% 4.4% 12.3% 14.1% 11.6%
Repossessions 1.6% 2.6% 1.8% 4.7% 5.5% 4.7%
Total 100% 100% 100% 100% 100% 100%



We continue to target an average of origination
LTVs of between 50% and 60% for new loans
and continue to focus principally on residential
security. The average LTV of new mortgage
loans funded in the quarter to December 31,

quarter to December 31, 2014.

An analysis of our loan portfolio as at December

31, 2015, by indexed and origination LTV

banding, for the group and borrower group is as

2015 was 57.9%, compared to 56.4% in the follows:
quarter to September 30, 2015 and 56.4% in the
Group Loan Portfolio Indexed Non - Total
LTV Analysis Pergorrl:nng Performing Devailol;ment Repossessions Loan
£m oans Loans oans Portfolio
<=60% 983.4 33.6 14.8 6.5 1,038.2
>60% <=85% 474.8 30.1 33.8 12.0 550.7
>85% <=100% 10.9 3.6 18.7 5.4 38.6
>100% 4.7 2.7 2.3 2.9 12.6
Total 1,473.8 70.1 69.6 26.6 1,640.1
Borrower Group Loan
Portfolio Indexed LTV Analysis Performin Non - Development Total
Loans g Performing Loalils Repossessions Loan
Loans Portfolio
£m
<=60% 226.6 29.0 14.8 6.5 276.8
>60% <=85% 169.7 28.3 33.8 11.9 243.7
>85% <=100% 7.6 3.6 18.7 5.4 35.3
>100% 3.1 2.7 2.3 2.9 11.0
Total 407.0 63.6 69.6 26.6 566.8
Group Loan Portfolio
Origination LTV Analysis Perf . Non - Total
ertorming Performing Development Repossessions Loan
Loans Loans .
Loans Portfolio
£m
<=60% 801.3 32.5 32.5 11.3 877.6
>60%<=85% 661.0 33.8 18.4 8.9 722.2
>85%<=100% 8.0 1.7 12.6 3.5 25.7
>100% 3.4 2.1 6.1 2.9 14.6
Total 1473.8 70.1 69.6 26.6 1,640.1
Borrower Group Loan
Portfolio Origination LTV Non - Total
Analysis Pelgg;:?slng Performing Devﬁ)oal:lment Repossessions Loan
Loans S Portfolio
£m
<=60% 189.7 29.0 32.5 11.3 262.5
>60%<=85% 208.2 30.8 184 8.9 266.2
>85%<=100% 5.7 1.7 12.6 3.5 23.4
>100% 3.4 2.1 6.1 2.9 14.6
Total 407.0 63.6 69.6 26.6 566.8




Maintenance of loan portfolio mix and
continued differentiation of our
offerings

We continue to intend to maintain a diversified
loan portfolio mix between retail purpose and
commercial purpose lending, security types and
first and second lien mortgages over the
medium term.

As at December 31, 2015 35.1% of our loan
portfolio was classified as retail purpose, 60.7%
of our loan portfolio was classified as
commercial purpose and 4.2% of our loan
portfolio was classified as development
funding, calculated by value. At September 30,
2015 36.7% of our loan portfolio was classified
as retail purpose, 58.9% of our loan portfolio
was classified as commercial purpose and4.4%
of our loan portfolio was classified as
development funding.

The proportion of our loan portfolio secured by
residential security by value has remained at
80.0% as at December 31, 2015, when
compared to September 30, 2015.

The proportion of our loan portfolio secured on
first charges has increased at 57.0% as at
December 31, 2015, compared to 55.5% as at
September 30, 2015.

The increase in commercial purpose and first
charge lien loans reflects the recent higher
proportion of bridging loans in our business
mix.

10

Moderately grow our loan portfolio.

We have continued to moderately grow our
loan portfolio using our well established
distribution channels across the United
Kingdom. We continue to focus on niche
markets where we can offer products by
identifying customer groups that are
underserved by mainstream lenders.

In the quarter to December, 2015, including
further advances, we have funded an average of
£83.0m per month compared with £79.2m per
month in the quarter to December 31, 2015 and
£81.1m per month in the six months to
December 31, 2015.

Our total loan portfolio stands at £1,640.1m as
at December 31, 2015, compared to £1,523.6m
as at September 30, 2015, representing less
than 1.0% of the total mortgage market. We
believe that historically the volume of loans we
were able to originate was primarily limited by
the amount of funding available to us, as well as
the level of redemption activity. The increase in
new business levels in the quarter to December
31, 2015 is due, in part, to the increased
liquidity available given increased levels of
redemption activity, the successful capital
market transaction in April 2015 and the
execution of the Lakeside ABS1 securitization
facility in August 2015.

We intend to grow our loan portfolio in a
controlled manner, ensuring the quality of new
loans is of an acceptable standard.



Financial Review

Interest receivable and similar income has
increased 6.5% to £52.2m for the quarter to
December 31, 2015, compared to £49.0m for
the quarter to September 30, 2015. This
increase primarily relates to higher interest and
loan set up income (recognised using the
effective interest rate) earned due to growth in
the size of the loan book.

The net impairment charge to the Income
Statement was £2.7m in the quarter to
December 31, 2015 and compares to a charge of
£3.2m for the quarter to September 30, 2015.
The reduction in impairment is due to
favourable movements’ in house price indices
and an improvement in the performance of
loans across the portfolio.

The group continues to be consistently highly
profitable, with EBITDA at £40.5m for the
quarter to December 31, 2015, up from £38.1m
for the quarter to September 30, 2015. EBITDA
margin has remained above 70% at 72.5% for
the quarter to December 31, 2015, compared to
72.6% for the quarter to September 30, 2015.

Profit before tax increased to £23.4m for the
quarter to December 31, 2015, compared to
£22.4m for the quarter to September 30, 2015.

The group continues to be highly cash
generative, with cash receipts in the quarter to
December 31, 2015 of £186.2m compared to
cash debt service of The group continues to be
highly cash generative, with cash receipts in the
quarter to December 31, 2015 of £186.2m
compared to cash debt service of £9.5m and
other cash expense payments of £18.3m. In
addition, £0.6m of transaction fees were
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incurred on the execution of the Lakeside Asset
Backed Securitisation introduced on August 13,
2015 and the refinancing of the Revolving
Credit Facility on August 28, 2015. Interest
payable of £8.6m, relating to the senior secured
notes, has accrued and becomes payable in
March 2016. During the quarter, the group has
drawn £i1om on its revolving credit facility
(total drawn £1om at December 31, 2015),
issued £35m of Securitisation variable funding
notes under the Charles Street program (total
issued £665m at December 31, 2015) and £50m
under the Lakeside program (total issued
£140m at December 31, 2015).

Lending volumes increased on the prior period,
with the group advancing £248.9m of loans in
the quarter to December 31, 2015, compared to
£237.5m in the quarter to September 30, 2015.
Key underwriting metrics remained fairly
consistent in the period, with the weighted
average LTV of loans written in the quarter to
December 31, 2015 being 57.9%, compared to
56.4% in the quarter to September 30, 2015 and
56.4% in the quarter to December 31, 2014.

The indexed weighted average LTV of the loan
portfolio for the total group at December 31,
2015 remained at the September 30, 2015
position of 54.1% showing an improvement on
the position as at December 31, 2014 of 58.5%.

The indexed weighted average LTV of the loan
portfolio for the borrower group improved to
60.5% at December 31, 2015 compared to
62.5% at June 30, 2015, showing an
improvement on the position as at December
31, 2014 of 68.5%.



Recent Developments

Governance and changes to senior
management

In line with good practice we have commenced
a corporate governance review using external
consultants to ensure that the governance
structures remain robust and sufficient
resource is established to support our growth
plans and changes in the regulatory
environment. Recruitment is at an advanced
stage (including where relevant applications
being submitted to the FCA for approved
person status) for a number of senior and
middle management positions to help further
support the delivery of our strategic plans.
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New committed funding

On August 13, 2015 we successfully completed a
new £255m revolving securitization program
(Lakeside Asset Backed Securitisation 1
Limited). The facility will run until August 2018
and will support the groups’ commercial
lending activity.

On August 27, 2015 the company successfully
refinanced its revolving credit facility, securing
funds of £18m. The facility will run until August
2017.

On January 11, 2016 the revolving credit facility
was further increased to £29m.



Significant Factors Which May Affect Results of Operations

Loan Assets Performance

The performance of our total loan assets depends
on our ability to collect each expected loan
installment, including interest and principal
payments, on a timely basis. This in turn,
depends in part on the strength of our
underwriting process to ensure the affordability
of the loan installments and to assess the
sustainability of such payments based upon
known factors at the time of origination, and,
where relevant, the marketability and value of
the underlying security. @ Our underwriting
criteria, processes, controls and systems have
been developed and refined using many years of
experience. For each loan application, a detailed
individualized assessment is made of the
customer including, among other checks, an
assessment of the financial position of the
customer to ensure that the loan is both
affordable and sustainable and an assessment of
the underlying security and its valuation. In
addition, the performance of our total loan assets
is impacted by our continued investment in our
collections infrastructure, which impacts our
ability to collect expected loan installments.

Macroeconomic Conditions

Our business is impacted by general business
and economic conditions in the United Kingdom.
In an economic downturn, customers may be less
able to pay their debts as a result of a reduction
in income, which could impact our levels of
arrears. In an economic downturn, customers are
also less likely to redeem their mortgage loans, as
a result of banks and other lenders having
reduced levels of liquidity with which customers
can refinance their mortgages, lenders tightening
their lending criteria and customers being less
likely to meet lending criteria. Redemption levels
impact the levels of new business we are able to
underwrite and thus the amount that we earn in
redemption and upfront fees, as well as the rates
at which we replace existing loans with new loans
with potentially better credit quality and higher
nominal interest rates. Our results of operations
are also affected by changes in prevailing interest
rates in the United Kingdom. An increase in
prevailing interest rates increases the cost of
servicing some of our borrowings. Although our
total loan assets consists primarily of variable
rate mortgage loans and we have the right to
increase pricing if our own funding costs
increase, our level of arrears and ultimately cash
flows may be adversely affected if we increase the
pricing of our customers’ mortgages in relation to
any potential increases in our funding costs. An
increase in interest rates can also adversely affect
the interest rates charged by first charge holders;
the credit quality of the customers to whom we
lend; as well as our loan origination volumes, as
loans become less attractive to customers.
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Property Market

Our business is impacted by levels of activity in
the property market as well as property prices,
both of which are influenced by, among other
things, general business and economic
conditions. Growing levels of activity in the
property market (independent of property
prices) are likely to increase demand for our
mortgage loans, and, conversely, lower levels of
activity are likely to reduce demand. Property
prices also impact the LTV of our loans. As
property prices increase, the amount of equity
that mortgage borrowers hold in their home
increases, and as property prices decrease, equity
levels also decrease. Increased levels of equity
provide borrowers with greater financial
flexibility, which they may use to refinance or
borrow additional amounts, which results in
increased redemption and new business levels.

Competition

Competition levels could impact the acquisition
cost of obtaining business along with the interest
rates and fees that we can charge for our
mortgage loans as well as the credit quality of the
customers to which we lend.

Funding

We currently fund our total loan assets from cash
provided by operations, shareholder reserves, the
Subordinated Shareholder Loan Notes, our
issued Capital Market instrument, a revolving
Syndicated loan Facility and through our
Securitization facilities. The volume of loans we
are able to originate is limited, in part, by the
amount and terms of funding available to us
along with the level of our capital reserves.

Regulatory Considerations

Our results of operations are affected by a
number of laws and regulations. Our residential
business operations are regulated by the FCA
(full permissions for first charge mortgages and
interim permissions for residential second
charge mortgages secured on land and hire
purchase loans). Comprehensive applications
have been submitted for full authorisations
within the allocated time window and we are
actively working with the FCA to progress these
submissions through to full authorisation. We
have invested, and continue to invest, in quality
assurance, compliance and our risk management
framework. We also use third party regulatory
specialist advisors to support our business
operations. If we fail to comply with regulatory
requirements, we may not be able to conduct our
business or may be subject to sanctions or
substantial fines that may have a material
adverse effect on our reputation, results of
operations and financial condition.



Unaudited Consolidated Interim Financial Statements

The unaudited consolidated interim financial statements below show the financial performance for the
three month period to and as at December 31, 2015.

Comparatives for these financial results included in the interim financial statements are as follows:

e Consolidated Income Statement and Consolidated Cash Flow Statement have comparatives of
three months to December 31, 2014, six months to December 2015; and

¢ Consolidated Statement of Financial Position has comparatives of the six months to December
31, 2014 and three months to September 30, 2015.
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JERROLD HOLDINGS LIMITED

Unaudited consolidated statement of comprehensive income
Three months ended 31 December 2015

Income Statement

N 3 Months to 3 Months to 6 Months to
ote

31 Dec 15 31 Dec 14 31 Dec 15

£000 £000 £000

Interest receivable and similar
income 52,244 40,460 101,206
Interest payable and similar 5
charges (16,756) (12,746) (32,136)
NET INTEREST INCOME 35,488 27,714 69,070
Fees and commission income 1,045 983 2,099
Fees and commission expense (388) (276) (764)
Other income 34 40 66
Other gains/(losses) - 35 -
OPERATING INCOME 36,179 28,496 70,471
Administrative expenses (9,741) (7,784) (18,134)
Depreciation and amortisation (326) (216) (618)
OPERATING PROFIT 26,112 20,496 51,719
Impairment losses (2,696) (4,220) (5.895)
PROFIT BEFORE NEGATIVE
GOODWILL 237416 167267 459824
Negative goodwill - - -
PROFIT BEFORE TAXATION 23,416 16,267 45,824
Income tax 6 (4,704) (3,557) (9,200)
PROFIT ON ORDINARY 18,712 12,710 36,624

ACTIVITIES AFTER TAXATION

The results for the current and preceding periods relate entirely to continuing operations.
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JERROLD HOLDINGS LIMITED

Unaudited consolidated statement of financial position

As at 31 December 2015

NON-CURRENT ASSETS
Property, plant and equipment
Intangible assets

Investment property
Investments

Deferred tax asset

CURRENT ASSETS
Inventories

Loans and advances to customers
Trade and other receivables

Cash at bank and in hand

TOTAL ASSETS

CURRENT LIABILITIES
Trade and other payables
Current tax liabilities

Bank overdraft

Borrowings

NON-CURRENT LIABILITIES

Borrowings

TOTAL LIABILITIES

NET ASSETS

EQUITY

Share capital

Share premium account
Merger reserve

Capital redemption reserve
Retained earnings

EQUITY ATTRIBUTABLE TO OWNERS

OF THE COMPANY

TOTAL EQUITY
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Note

11

10

12
12

12

13

31 Dec 15 31 Dec 14 30 Sep 15
£000 £000 £000
4,318 4,321 4,390
1,746 740 1,549

45 45 45

122 122 122

1,696 4,079 2,605
7,927 9,307 8,711

840 1,381 840
1,638,354 1,207,943 1,521,493
1,764 2,074 1,732
5,267 811 -
1,646,225 1,212,209 1,524,065
1,654,152 1,221,516 1,532,776
(30,302) (25,992) (22,642)
(7,351) (6,811) (7,702)

- - (2,433)

(156) (48,963) (143)
(37,809) (81,766) (32,920)
(1,137,730) (729,915) (1,039,955)
(1,137,730) (729,915) (1,039,955)
(1,175,539) (811,681) (1,072,875)
478,613 409,835 459,901
9,779 9,778 9,779
17,527 17,527 17,527
(9,645) (9,645) (9,645)
1,300 1,300 1,300
459,652 390,875 440,940
478,613 409,835 459,901
478,613 409,835 459,901




JERROLD HOLDINGS LIMITED

Unaudited consolidated statement of changes in equity

6 months to 31 December 2015

Called
Up
Share
Capital
£°000
Group
Asat1
July 9,779
2015
Retained
profit
for the -
financial
period

6 months to 31 December 2014

Called
Up
Share
Capital
£°000
Group
Asat1
July 9,778
2014
Transfer
to _
retained
earnings
Retained
profit
for the -
financial
period

Share
premium

£°000

17,527

Share
premium

£°000

17,527

Merger
reserve

£°000

(9,645)

Merger
reserve

£°000

(9,645)

Capital
redemption
reserve

£°000

1,300

Capital
redemption
reserve

£°000

1,300

Revaluation
Reserve

£°000

Revaluation
Reserve

£°000

(21)

Profit
and loss
account

£°000

423,028

36,624

Profit
and loss
account

£°000

364,260

26,594

Total

£°000

441,989

36,624

Total

£°000

383,241

26,594



JERROLD HOLDINGS LIMITED

Unaudited consolidated statement of changes in equity

3 months to 30 September 2015

Group
Asat1
July
2014

Retained
profit
for the
financial
period

18

Called
Up
Share
Capital

£°000

9,779

Share
premium

£°000

17,527

Merger
reserve

£°000

(9,645)

Capital
redemption
reserve

£°000

1,300

Revaluation
Reserve

£°000

Profit
and loss
account

£°000

423,028

17,912

Total

£°000

441,989

17,912




JERROLD HOLDINGS LIMITED

Unaudited consolidated statement of cash flows

Three months ended 31 December 2015

CASH OUTFLOW FROM
OPERATING ACTIVITIES
Cash outflow from operations
Taxation

Servicing of finance

Net cash outflow from
operating activities

CASH FLOWS FROM
INVESTING ACTIVITIES
Purchase of property, plant and
equipment

Purchase of intangible assets
Proceeds on disposal of investment
properties

Proceeds on disposal of property,
plant and equipment

Net cash outflow from investing
activities

CASHFLOWS FROM
FINANCING ACTIVITIES
Drawdown of facilities

Capital element of finance lease
payments

Net cash inflow from financing
activities

Net increase/(decrease) in cash
and cash equivalents

Cash and cash equivalents at
beginning of period

CASH AND CASH
EQUIVALENTS AT END OF
PERIOD
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3 Months to 3 Months to 6 Months to
31 Dec 15 31 Dec 14 31 Dec 15
£°000 £°000 £°000
(77,286) (49,878) (138,870)
(4,146) (2,808) (7,896)
(7,051) (10,152) (31,273)
(88,483) (62,838) (178,039)
(244) (251) (677)
(289) (436) (876)

- 135 -

79 158 91

(454) (394) (1,461)
96,589 59,329 181,995

48 (40) -

96,637 59,289 181,995
7,700 (3,943) 2,495
(2,433) 4,754 2,772
5,267 811 5,267




JERROLD HOLDINGS LIMITED

Notes to the financial statements
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REPORTING ENTITY

Jerrold Holdings Limited (the company) is incorporated and domiciled in the UK. The registered
address of the company is Lake View, Lakeside, Cheadle, Cheshire, SK8 3GW. The consolidated
financial statements comprise Jerrold Holdings Limited and its subsidiaries (the Group). The
Group is primarily involved in financial services.

ACCOUNTING POLICIES

The principal accounting policies are summarised below. They have all been applied consistently
throughout the current period and the preceding period.

Basis of preparation

The financial statements have been prepared in accordance with the International Financial
Reporting Standards (IFRS) as adopted by the European Union (EU). The condensed set of
financial statements has been prepared in accordance with IAS 34 Interim Financial Statements
and the Companies Act 2006. No individual profit or loss account or related notes are presented
for the Company as permitted by Section 408 (4) of the Companies Act 2006.

The date of transition to IFRS and the date of the opening IFRS statement of financial position
was 1 July 2014. All financial information since this date for both the Group and the Company has
been restated from UK GAAP to IFRS.

The preparation of financial statements in conformity with IFRS requires the use of certain
critical accounting estimates. It also requires management to exercise its judgement in applying
the Group’s accounting policies. The areas involving a higher degree of judgement or complexity,
or areas where assumptions and estimates are significant to the consolidated financial statements
are disclosed in the individual accounting policies.

New standards, amendments and interpretations issued but not effective for the
financial year beginning 1 July 2015 and not early adopted:

There are a number of standards, amendments and interpretations which have been issued by the
International Accounting Standards Board (IASB) but which have not yet been endorsed by the
EU. The most significant of these are IFRS 9 Financial Instruments, the planned replacement for
IFAS 39 Financial Instruments: Recognition and Measurement, and IFRS 16 Leases; the
planned replacement for IAS 17 Leases.

IFRS 9 introduces new requirements for the classification and measurement of financial assets,
hedge accounting and the impairment of financial assets. Under IFRS 9 financial assets are
classified and measured based on the business model under which they are held and the
characteristic of their contractual cash flows. In addition, IFRS 9 is replacing the incurred loss
approach to impairment of IAS 39 with one based on expected losses, and is replacing the rules-
based hedging requirements of IAS 39 with new requirements that align hedge accounting more
closely with risk management activities. The Group has not yet estimated the financial effects of
the new standard, although it is expected to have a significant impact on results.

IFRS 16 provides a single lease accounting model, recognising most leases on the statement of
financial position. This may also introduce a degree of volatility to assets and liabilities for lessees
due to the requirements to reassess certain key estimates and judgements at each reporting date.
The standard replaces the dual lease accounting model approach of IAS 17 which treats finance
leases and operating leases separately. It has not yet been possible to estimate the financial
impact of adoption of the standard but it is unlikely to be material to the Group’s results.

IFRS 9, including the final version of the requirements in respect of impairment, was issued in
July 2014. The IASB has decided to apply IFRS 9 for annual periods beginning on or after 1
January 2018. The IASB issued IFRS 16 in January 2016 with an effective date of 1 January 2019.

Both IFRS 9 and IFRS 16 are required to be applied retrospectively, but prior periods need not be
restated. IFRS 9 and IFRS 16, including their commencement dates, will be subject to
endorsement by the EU.



JERROLD HOLDINGS LIMITED

Notes to the financial statements (continued)

2.
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ACCOUNTING POLICIES (continued)
Going concern

The directors have assessed, in the light of current and anticipated economic conditions, the
Group’s ability to continue as a going concern. The directors confirm they are satisfied that the
Company and the Group have adequate resources to continue in business for the foreseeable
future. For this reason, they continue to adopt the going-concern basis for preparing accounts.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and
entities controlled by the Company (its subsidiaries). Control is achieved when the Company:

e  has the power over the investee;
e  isexposed, or has rights, to variable returns from its involvement with the investee; and
e  has the ability to use its power to affects its returns.

The Company reassesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the three elements of control listed above.

Consolidation of a subsidiary begins when the Company obtains control over the subsidiary and
ceases when the Company loses control of the subsidiary. Specifically, the results of subsidiaries
acquired or disposed of during the period are included in the consolidated income statement from
the date the Company gains control until the date when the Company ceases to control the
subsidiary.

Business combinations

Acquisitions of subsidiaries and businesses are accounted for using the acquisition method. The
consideration transferred in a business combination is measured at fair value. Acquisition-related
costs are recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognised
at their fair value, except that:

e deferred tax assets or liabilities and assets or liabilities related to employee benefit
arrangements are recognised and measured in accordance with IAS 12 Income Taxes and
IAS 19 Employee Benefits respectively; and

e  assets (or disposal groups) that are classified as held for sale in accordance with IFRS 5
Non-current Assets Held for Sale and Discontinued Operations are measured in accordance
with that standard.

Goodwill

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any
non-controlling interests in the acquiree, and the fair value of the acquirer's previously held
equity interest in the acquiree (if any) over the net of the acquisition-date amounts of the
identifiable assets acquired and the liabilities assumed. Negative goodwill is recognised
immediately in profit or loss as a bargain purchase gain.

Goodwill arising on acquisitions in the year ended 30 June 1998 and earlier periods was written
off to reserves in accordance with the accounting standard then in force. As permitted by IFRS
the goodwill previously written off has not been reinstated in the statement of financial position.

Merger accounting has continued to be used on transition to IFRS for the consolidation of the
following subsidiaries:



JERROLD HOLDINGS LIMITED

Notes to the financial statements

2.
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ACCOUNTING POLICIES (continued)
Goodwill (continued)

Blemain Finance Limited

Briar Hill Court Limited

Cheshire Mortgage Corporation Limited
FactFocus Limited

Harpmanor Limited

Jerrold Mortgage Corporation Limited
Lancashire Mortgage Corporation Limited
Monarch Recoveries Limited

Supashow Limited

Under this method any goodwill arising on consolidation is treated as a reduction in reserves.

On disposal or closure of a previously acquired business, the attributable amount of goodwill,
including that previously written off to reserves, is included in determining the profit or loss on
disposal.

Investment properties

A valuation of investment properties is made annually as at the reporting date by the directors, at
fair value based on valuations conducted by external chartered surveyors. Changes in the fair
value of investment properties are included in profit and loss for the period in which they arise.

An investment property is derecognised upon disposal or when the investment property is
permanently withdrawn from use and no future economic benefits are expected from the
disposal. Any gain or loss arising on derecognition of the property is included in the income
statement in the period in which the property is derecognised.

Property, plant and equipment
Property, plant and equipment are shown at cost, net of depreciation and any provision for

impairment. Depreciation is provided at rates calculated to write off the cost or valuation, less
estimated residual value, of each asset over its expected useful life as follows:

Fixtures and fittings 10-15 years straight-line on cost
Motor vehicles 25% reducing balance

Office equipment 5 years straight-line on cost
Computer equipment 3-5 years straight-line on cost

All items of property, plant and equipment are reviewed for indications of impairment on a
regular basis and at each statement of financial position date. If impairment is indicated, the
asset’s recoverable amount (being the greater of fair value less cost to sell and value in use) is
estimated. Value in use is calculated by discounting the future cash flows generated from the
continuing use of the asset. If the carrying value of the asset is less than the recoverable amount,
an impairment charge is recognised in the income statement.

Gains and losses on disposal of an item of property, plant and equipment are determined by
comparing the proceeds from disposal with the carrying amount of property, plant and
equipment, and are recognised net within operating expenses in the income statement.

Intangible assets

Intangible assets with finite useful lives are carried at cost less accumulated amortisation and
accumulated impairment losses. The estimated useful life and amortisation method are reviewed
at the end of each reporting period, with the effect of any changes in estimate being accounted for
on a prospective basis.
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Notes to the financial statements (continued)
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ACCOUNTING POLICIES (continued)
Intangible assets (continued)

Intangible assets consist wholly of expenditure relating to computer software incurred in respect
of individual projects and are capitalised only if all of the following conditions are met:
e anintangible asset is created that can be separately identified; and
e itis probable that the intangible asset created will generate future economic benefits; and
o the development cost of the intangible asset can be measured reliably.

This type of expenditure primarily relates to internally developed software and is amortised on a
straight-line basis over the life of the asset.

Where the above conditions for capitalisation are not met, development expenditure is recognised
as an expense in the period in which it is incurred.

Investments

Fixed asset investments are stated at cost less provision for impairment. Current asset
investments are stated at the lower of cost and net realisable value.

Inventories

Inventories consist of stock properties and are valued at the lower of cost and estimated net
realisable value. Net realisable value is based on the estimated sales price after allowing for all
further costs of completion and disposal.

Leases
The Group as lessee

Assets held under finance leases which confer rights and obligations similar to those attached to
owned assets are capitalised as tangible fixed assets and depreciated over the shorter of the lease
terms and their useful lives. The capital elements of future lease obligations are recorded as
liabilities, while the interest elements are charged to the income statement over the period of the
leases to produce a constant rate of charge on the balance of capital repayments outstanding. Hire
purchase transactions are dealt with similarly, except that assets are depreciated over their useful
lives.

Rentals under operating leases are charged on a straight-line basis over the lease term and the
related assets not recognised on the statement of financial position.

The Group as lessor

Rentals received under operating leases are recognised in the income statement on a straight line
basis over the term of the lease.

Pension benefits

During the period the group operated a defined contribution scheme and made contributions to
employees’ personal pension schemes.

The amount charged to the income statement in respect of pension costs and other post-
retirement benefits is the contributions payable in the year to personal pension schemes.
Differences between contributions payable in the period and contributions actually paid are
shown as either accruals or prepayments in the statement of financial position.
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ACCOUNTING POLICIES (continued)
Taxation

Tax on the profit or loss for the period comprises current and deferred tax. Tax is recognised in
the income statement except to the extent that it relates to items recognised directly in equity, in
which case it is recognised in other comprehensive income.

Current tax is the expected tax payable on the taxable profit for the period. Taxable profit differs
from net profit as reported in the consolidated income statement because it excludes items of
income and expense that are taxable or deductible in other years and items that are never taxable
or deductible. The Group’s liability for current tax is calculated using tax rates that have been
enacted or substantively enacted by the reporting date.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying
amounts of the assets and liabilities in the financial statements and the corresponding amounts
used for taxation purposes, and is accounted for using the statement of financial position liability
method. Deferred tax liabilities are generally recognised for all taxable temporary differences.
Deferred tax assets are recognised to the extent that it is probably that taxable profits will be
available against which deductible temporary differences can be utilised.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the
liability is settled or the asset is realised based on tax laws and rates that have been enacted or
substantively enacted at the reporting date.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off
current tax assets against current tax liabilities and the group intends to settle its current tax
assets and liabilities on a net basis.

Financial assets & liabilities
Financial assets

All the Group’s financial assets are categorised as loans and receivables. Loans and receivables
are predominantly mortgage loans and advances to customers with fixed or determinable
payments that are not quoted in an active market and that the Group does not intend to sell in the
near term. They are initially recorded at fair value plus any directly attributable transaction costs
and are subsequently measured at amortised cost using the effective interest rate method, less
impairment losses.

Financial assets are derecognised when the contractual rights to the cash flows from the financial
asset have expired or where substantially all the risks and rewards of ownership have been
transferred.

Financial liabilities

All the group’s financial liabilities are designated as financial liabilities at amortised cost and
largely consist of borrowings. A financial liability is measured initially at fair value less the
transaction costs that are directly attributable to its issue. Interest and fees payable on the
borrowings are recognised in the income statement over the term of the notes using the effective
interest rate method.

Financial liabilities are derecognised when their contractual obligations are discharged, cancelled
or have expired.
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ACCOUNTING POLICIES (continued)
Impairment of financial assets

The Group regularly assesses whether there is evidence that financial assets are impaired.
Financial assets are impaired and impairment losses incurred if, and only if, there is objective
evidence of impairment as a result of one of more loss events that occurred after the initial
recognition of the assets and prior to the reporting date and that have had an impact on the
estimated future cash flows of the financial asset that can be reliably estimated.

For loans and receivables, the amount of the loss is measured as the difference between the loan’s
carrying amount and the present value of estimated future cash flows, excluding future credit
losses that have not been incurred, discounted at the original effective interest rate. All
impairment losses are reviewed at least at each reporting date. If subsequently the amount of the
loss decreases as a result of a new event, the relevant element of the outstanding impairment loss
is reversed. Impairment losses and any subsequent reversals are recognised in the income
statement.

Impairment losses are assessed individually for financial assets that are individually significant
and individually or collectively for assets that are not individually significant. In making collective
assessment of impairment, financial assets are grouped into portfolios on the basis of similar risk
characteristics.

Future cash flows in a group of financial assets that are collectively evaluated for impairment are
estimated on the basis of the contractual cash flows of the asset group and historical loss
experience for assets with similar credit risk characteristics. Historical loss experience is adjusted
on the basis of current observable data to reflect the effects of current conditions. In addition, the
Group uses its experienced judgement to correct model deficiencies and systemic risks where
appropriate and supported by historic loss experience data. The use of such judgements and
reasonable estimates is considered by management to be an essential part of the process and
improves reliability.

Where a loan is uncollectable, it is written off against the related provision. Such loans are written
off after all the necessary procedures have been completed and the amount of the loss has been
determined. Subsequent recoveries of amounts previously written off are taken through the
income statement.

Securitisation

Where the group securitises its own financial assets, this is achieved via the sale of these assets to
a special purpose entity (SPE), which in turn issues securities to investors.

SPEs used to raise funds through securitisation transactions are consolidated into the Group’s
operations in accordance with IFRS 10 Consolidated Financial Statements as if they were wholly-
owned subsidiaries. Financial assets transferred to SPEs under securitisation agreements are not
derecognised by the Group because it retains the risks and rewards of ownership, and all financial
assets and liabilities related to the SPE continue to be held on the group’s consolidated statement
of financial position.

Interest income and expense

Interest income and expense are recognised in the statement of comprehensive income for all
instruments measured at amortised cost using the effective interest method. The effective interest
method calculates the amortised cost of a financial asset or a financial liability and allocates the
interest income or interest expense over the expected life of the instrument. The effective interest
rate is the rate that, at inception of the instrument, discounts its estimated future cash payments
or receipts to the net carrying amount of the financial instrument. When calculating the effective
interest rate, the Group takes into account all contractual terms of the financial instrument but
does not consider future credit losses. The calculation includes all fees, transaction costs and
other premiums or discounts that relate to the origination of the instrument.
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ACCOUNTING POLICIES (continued)
Interest income and expense (continued)

Interest on impaired financial assets is recognised at the original effective interest rate applied to
the carrying amount as reduced by an allowance for impairment.

Fee and commission income and expense

Fees and commissions which are an integral part of the effective interest rate of a financial
instrument are recognised as an adjustment to the contractual interest rate and recorded in
interest income.

Fees and commissions which are not considered integral to the effective interest rate are
generally recognised on an accruals basis when the service has been provided.

Fees and commissions expenses consists primarily of legal and valuations fees and credit search
fees.

Cash and cash equivalents

Cash comprises cash in hand, demand deposits and bank overdrafts. Cash equivalents comprise
highly liquid investments which are convertible into cash with an insignificant risk of changes in
value with a maturity of three months or less at the date of acquisition, including short-term
highly liquid debt securities.

Provisions

Provisions are recognised when the group has a present obligation as a result of a past event,
which is reliably measurable and when it is probable that the group will be required to settle that
obligation. Provisions are measured at the directors’ best estimate of the expenditure required to
settle the obligation at the reporting date, and are discounted to present value where the effect is
material.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

In applying the accounting policies set out above, the Group makes significant estimates and
assumptions that affect the reported amounts of assets and liabilities as follows:

a) Loan impairment provisions

Allowances for loan impairment represent management’s best estimate of the losses incurred in
the loan portfolios at the statement of financial position date. Charges to the allowances for loan
impairment are reported in the consolidated income statement as impairment losses on loans and
advances. Impairment provisions are made if there is objective evidence of impairment as a result
of one or more subsequent events regarding a significant loan or a portfolio of loans and its
impact can be reliably estimated.

Individual impairment losses are determined as the difference between the carrying value and the
present value of estimated future cash flows, discounted at the loan’s original effective interest
rate. Impairment losses determined on a portfolio basis are calculated using a formulaic approach
which allocates a loss rate dependent on the arrears status of the loan. Loss rates are based on the
discounted expected future cash flows, based on historical experience, and are regularly
benchmarked against actual outcomes to ensure they remain appropriate.

Estimating the amount and timing of future recoveries involves significant judgement, and
considers the level of arrears as well as the assessment of matters such as future economic
conditions and the value of collateral. All impairment losses are reviewed at least annually.
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3. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (continued)
b) Revenue
Interest income

The effective interest rate method applies a rate that discounts estimated future cash payments or
receipts relating to a financial instrument to its net carrying amount. The estimated future cash
flows take into account all contractual terms of the financial instrument including transaction
costs and all other premiums or discounts but not future credit losses. Models are reviewed at
least annually to assess expected lives of groups of assets based upon actual repayment profiles.

Fees and commission
Fee and commission income is recognised depending on the nature of service provided:

e Income which forms an integral part of the effective interest rate is recognised as an
adjustment to the contractual interest rate and recorded in interest income;

¢ Income earned from provision of services is recognised as the services are provided; and

e Income earned on the execution of a significant act is recognised when the act is
completed.

4. SEGMENTAL INFORMATION
The Group’s activity substantially consists of secured lending to the UK market. It does not
currently analyse its results into separate reportable business segments in reporting to its board,

and accordingly no further segmental analysis is provided in these financial statements.

5. FINANCE CHARGES

3 months to
31 Dec 2015

3 months to
31 Dec 2014

6 months to
31 Dec 2015

£°000 £’°000 £’°000

Interest payable and similar charges
On borrowings (14,430) (10,967) (27,676)
Debt issue costs (2,304) (1,762) (4,419)
Other interest (22) (17) (41)
(16,756) (12,746) (32,136)
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Notes to the financial statements (continued)

6. TAX ON PROFIT ON ORDINARY ACTIVITIES

3 months 3 months 6 months
to 31 Dec to 31 Dec to 31 Dec
2015 2014 2015
£°000 £°000 £°000
Current tax

Corporation tax 3,794 3,322 7,381
Adjustment in respect of previous years - - -
Total current tax 3,794 3,322 7,381

Deferred tax
Origination and reversal of timing differences 910 244 1,819
Adjustment in respect of prior years - - -
Effect of tax rates - (9) -
Total deferred tax (see note 11) 910 235 1,819
Total tax on profit on ordinary activities 4,704 3,557 9,200

The differences between the total current tax shown above and the amount calculated by applying the

standard rate of UK corporation tax to the profit before tax are as follows:

3 months 3 months 6 months

to 31 Dec to 31 Dec to 31 Dec

2015 2014 2015

£°000 £’°000 £’°000

Profit on ordinary activities before tax 23,416 16,267 45,824
Tax on profit on ordinary activities at standard UK 63 6

corporation tax rate of 20.00%/20.75%/20.75% 4,653 3,375 9,105

Effects of:

Expenses not deductible for tax purposes 39 209 70

Income not taxable (18) (18) (35)

Adjustment in respect of previous years - - -

Effect of changes in tax rate - (9) -

Group current tax charge for period 4,704 3,557 9,200
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Notes to the financial statements (continued)

7. PROPERTY PLANT AND EQUIPMENT AND INTANGIBLE ASSETS

As at 31 December 2015

Group

Cost

At 1 July 2015
Additions

Disposals

At 31 December 2015
Depreciation

At 1 July 2015
Charge for the period
Disposals

At 31 December 2015
Net book value

At 31 December 2015

At 30 June 2015

As at 31 December 2014

Group

Cost

At 1July 2014
Additions

Disposals

At 31 December 2014
Depreciation

At 1 July 2014
Charge for the period
Disposals

At 31 December 2014
Net book value

At 31 December 2014

At 30 June 2014
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Property, plant and equipment

Fixtures, .
fittings and M.O tor Total Intangible Total
. vehicles assets
equipment
£°000 £°000 £°000 £’000 £°000
5,292 1,028 6,320 1,093 7,413
471 149 620 876 1,496
(250) (115) (365) - (365)
5,513 1,062 6,575 1,969 8,544
1,723 392 2,115 68 2,183
379 84 463 155 618
(250) (71) (321) - (321)
1,852 405 2,257 223 2,480
3,661 657 4,318 1,746 6,064
3,569 636 4,205 1,025 5,230
Property, plant and equipment
Fixtures, .
fittings and M.O tor Total Intangible Total
. vehicles assets
equipment
£°000 £°000 £°000 £°000 £°000
4,772 1,069 5,841 7 5,848
338 89 427 733 1,160
(15) (168) (183) - (183)
5,095 990 6,085 740 6,825
1,015 448 1,463 - 1,463
342 81 423 - 423
- (122) (122) - (122)
1,357 407 1,764 - 1,764
3,738 583 4,321 740 5,061
3,757 621 4,378 7 4,385
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7. PROPERTY PLANT AND EQUIPMENT AND INTANGIBLE ASSETS (continued)

As at 30 September 2015

Property, plant and equipment

Group ﬁtt];‘rligt:;flsti M.O tor Total Intangible Total
equipment vehicles assets
£°000 £°000 £°000 £°000 £°000
Cost )
At 1 July 2015 5,292 1,028 6,320 1,003 7,413
Additions 357 76 433 587 1,020
Disposals - (33) (33) - (33)
At 30 September 2015 5,649 1,071 6,720 1,680 8,400
Depreciation
At 1 July 2015 1,723 392 2,115 68 2,183
Charge for the period 189 40 229 63 202
Disposals - (14) (14) - (14)
At 30 September 2015 1,912 418 2,330 131 2,461
Net book value
At 30 September 2015 3,737 653 4,390 1,549 5,939
At 30 June 2015 3,569 636 4,205 1,025 5,230
8. LOANS AND ADVANCES TO CUSTOMERS
31 Dec 15 31 Dec 14 30 Sep 15
£°000 £000 £000
Aggregate gross loans and advances 1,706,573 1,281,571 1,590,689
gg‘s/z:n z:}é;)wances for impairment on loans and (68,219) (73,628) (69,196)
1,638,354 1,207,943 1,521,493
9. TRADE RECEIVABLES
31 Dec 15 31 Dec 14 30 Sep 15
£°000 £000 £000
Current
Amounts owed by related companies 65 126 27
Other debtors 99 132 100
Prepayments and accrued income 1,600 1,816 1,605
1,764 2,074 1,732

Amounts owed by related companies are in respect of Centrestand Limited and Charles Street
Commercial Investments Limited, and Sterling Property Co. Limited, companies in which HN Moser is
a director and shareholder (see note 15).
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10. TRADE AND OTHER PAYABLES

31 Dec 15 31 Dec 14 30 Sep 15
£°000 £°000 £°000

Current
Accruals and deferred income 25,455 19,505 18,027
Amounts owed to related parties 97 1,028 35
Trade creditors 1,013 1,252 1,216
Other creditors 3,197 3,736 2,874
Other taxation and social security 540 471 490
30,302 25,092 22,642

Amounts owed to related companies are in respect of Common Sense Lending Limited and Charles
Street Commercial Investments Limited, companies in which HN Moser is a director and shareholder
(see note 15).

11. DEFERRED TAX

Group 31 Dec 15 31 Dec 14 30 Sep 15
£°000 £°000 £°000
Deferred taxation asset

At beginning of period 3,515 4,549 3,515
Charge to income statement (1,819) (488) (910)
Effect of tax rates - 18 -
At end of period 1,696 4,079 2,605
Analysed as
Accelerated capital allowances (223) (139) (223)
Short term timing differences 1,919 4,218 2,828
1,606 4,079 2,605
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12. BORROWINGS

31 Dec 15 31 Dec 14 30 Sep 15
£°000 £°000 £°000

Secured borrowing
Bank overdrafts - - 2,433
Bank loans 10,000 50,000 -
Loan notes 777,419 485,601 690,829
Subordinated loans 60,000 60,000 60,000
Senior secured notes 306,179 200,000 307,035
Obligations under hire purchase contracts 318 208 270
1,153,916 795,899 1,060,567
Debt issue costs (16,030) (17,021) (18,036)
Total borrowings 1,137,886 778,878 1,042,531

Of which:

Amount due for settlement within 12 months 156 48,963 2,576
Amount due for settlement after 12 months 1,137,730 720,915 1,039,955
1,137,886 778,878 1,042,531

Bank loans, loan notes and senior secured notes are shown net of prepaid fees which are being
amortised over the expected duration of the facility and term of the notes respectively.

The loan notes are provided through two revolving securitisation vehicles, Charles Street Conduit Asset
Backed Securitisation 1 Limited (Charles Street) established in 2007 and Lakeside Asset Backed
Securitisation 1 Limited (Lakeside) established on 13 August 2015. Each of the facilities is secured on
specific loan assets.

On 28 October 2014, the Charles Street facility was rated Aa2 by Moody’s and AA by DBRS. The facility
was subsequently increased on 24 November 2014 from £435m to £675m.

In April 2015 Jerrold FinCo plc (a subsidiary of Jerrold Holdings Limited) issued and closed an
additional £100 million of senior secured notes issued at a premium to par of 8.5%, taking the total
notes in issue to £300 million. The proceeds were used to reduce Jerrold Holdings Limited’s syndicated
loan facility to £nil from £80 million drawn and the available commitments reduced to £25 million
from £100 million.

On 13 August 2015 the Company successfully completed a new £255m revolving securitisation
programme, known as Lakeside. The facility will run until August 2018 and will support the Group’s
commercial lending activity.

On 27 August 2015 the Group successfully refinanced its revolving credit facility; securing funds of
£18m and on 11 January 2016 raised a further £11m thereby increasing the facility to £29m. The facility
will run until August 2017.

Of the subordinated loans, £40m is due to ‘DL Moser Family Settlement Trust’, £8m is due to HN
Moser, £9.9m is due to Equistone Partners Europe Limited and £2.1m is due to Standard Life
Investments. These parties are all related to the Group by way of shareholdings in Jerrold Holdings
Limited. All amounts are repayable on 15 September 2021. Interest is charged at a rate of 3% above
base rate per annum.
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12. BORROWINGS (continued)

As at December 2015

Group
Maturity analysis <1year 1-2 years 2-5 years >5 years Total
£000 £’°000 £°000 £°000 £000
Bank loans - 10,000 - - 10,000
Loan notes - - 777,419 - 777,419
Subordinated loans - - - 60,000 60,000
Senior secured notes - - 306,179 - 306,179
Hire purchase 156 114 48 - 318
Debt issue costs - (289) (15,741) - (16,030)
156 9,825 1,067,905 60,000 1,137,886

As at December 2014

Group
Maturity analysis <1year 1-2 years 2-5 years >5 years Total
£°000 £°000 £°000 £°000 £°000
Bank loans 50,000 - - - 50,000
Loan notes - - 485,601 - 485,691
Subordinated loans - - - 60,000 60,000
Senior secured notes - - 200,000 - 200,000
Hire purchase 121 69 18 - 208
Debt issue costs (1,158) - (15,863) - (17,021)
48,963 69 669,846 60,000 778,878

As at September 2015
Group 30 Sep 15

Maturity analysis <1year 1-2 years 2-5 years >5 years Total
£000 £°000 £°000 £°000 £000
Bank overdrafts 2,433 - - - 2,433
Bank loans - - - - -
Loan notes - - 690,829 - 690,829
Subordinated loans - - - 60,000 60,000
Senior secured notes - - 307,035 - 307,035
Hire purchase 143 90 37 - 270
Debt issue costs - - (18,036) - (18,036)
2,576 90 979,865 60,000 1,042,531
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13. CALLED UP SHARE CAPITAL

Authorised

2,744,974 B1 ordinary shares of 49.9 pence each
6,404,938 B2 ordinary shares of 49.9 pence each
154,690 C1 ordinary shares of 1 penny each
696,049 C2 ordinary shares of 1 penny each
64,250 C3 ordinary shares of 1 penny each
100,000 D ordinary shares of 1 penny each
10,000 E ordinary shares of 1 pence each

10,850,092 A preferred ordinary shares of 50 pence
each

Issued, allotted and fully paid

2,744,974 B1 ordinary shares of 49.9 pence each
6,404,938 B2 ordinary shares of 49.9 pence each
131,202 C1 ordinary shares of 1 penny each
696,049 C2 ordinary shares of 1 penny each
64,250 C3 ordinary shares of 1 penny each
100,000 D ordinary shares of 1 penny each

10,405,653 A preferred ordinary shares of 50 pence
each

31 Dec 15 31 Dec 14 30 Sep 15
£°000 £°000 £°000

1,370 1,370 1,370
3,196 3,196 3,196

1 1 1

7 7 7

1 1 1

1 - 1

5,425 5,425 5,425
10,001 10,000 10,001
1,370 1,370 1,370
3,196 3,196 3,196

1 1 1

7 7 7

1 1 1

1 - 1

5,203 5,203 5,203
9,779 9,778 9,779

Details of the issuance of 100,000 D shares and authorisation of 10,000 E shares in the year to 30 June

2015 are set out in note 17.
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14. RECONCILIATION OF OPERATING PROFIT TO NET CASH OUTFLOW FROM

OPERATIONS

Profit after tax

Adjustments for:

Taxation

Depreciation

Loss on sale of investments

Profit on sale of investment properties

Increase in gross loan book

Decrease in prepayments
Decrease/(increase) in other debtors
Decrease in accruals

Decrease in trade creditors
Increase/(decrease) in other creditors

Interest expense
Cash outflow from operations
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3 months to
31 Dec 2015

3 months to
31 Dec 2014

6 months to
31 Dec 2015

£°000 £°000 £000
18,712 12,710 36,624
4,704 3,557 9,200
326 216 618
4 10 10
- (35) -
23,746 16,458 46,452
(116,861) (80,236) (214,831)
5 147 557
(36) (16) (24)
(1,127) 113 (2,772)
(203) (149) (313)
434 1,057 (75)
(117,788) (79,084) (217,458)
16,756 12,746 32,136
(77,286) (49,880) (138,870)
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15. RELATED PARTY TRANSACTIONS

Group

Common Sense Lending Limited
Charles Street Commercial Investments Ltd

Group

Centrestand Limited
Charles Street Commercial Investments Ltd

Sterling Property Co. Limited
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Balances due to

31 Dec 15 31 Dec 14 30 Sep 15

£°000 £°000 £°000

- 7 7

97 1,021 28

97 1,028 35
Balances due from

31 Dec 15 31 Dec 14 30 Sep 15

£°000 £°000 £°000

8 19 11

40 90 -

17 17 16

65 126 27
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15. RELATED PARTY TRANSACTIONS (continued)

Bracken House Properties LLP

Operating lease costs — Land and buildings due to
Bracken House Properties LLP

Insurance costs due to Bracken House Properties
LLP

Payments from the Group to Bracken House
Properties LLP

Charles Street Commercial Investments
Ltd

Introduction fees due from Charles Street
Commercial Investments Ltd

Introduction fees paid by Charles Street
Commercial Investments Ltd

Amounts (paid)/received by the Group relating to
Charles Street Commercial Investments Ltd
Repayments received/(paid) by the Group to
Charles Street Commercial Investments Ltd
Centrestand Limited

Service charges and costs paid on behalf of
Centrestand Limited

Sterling Property Co. Ltd

Repayments by the Group to Sterling Property Co.
Lid

Common Sense Lending Ltd

Write back of amounts owed to Common Sense
Lending Ltd

3 months 3 months 6 months
to 31 Dec to 31 Dec to 31 Dec
2015 2014 2015
£°000 £°000 £°000
261 276 523

6 7 13

(267) (283) (267)

- 10 -

- (10) -

(28) (1 652

- 830 (681)

(3) 3 (6)

- - 3

7 - 7

(24) 832 237

Sterling Property Co. Limited provides property management services for properties repossessed or

placed into LPA receivership by the Group.

Operating lease costs and insurance costs are paid to Bracken House Properties LLP on a prepaid basis.
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16.

17.

18.
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CONTINGENT LIABILITIES

As at 31 December 2015 the company’s assets were subject to a fixed and floating charge in
respect of £10m of bank borrowings of the group (2014: £35.0m) and £300m in respect of
senior secured notes (2014: £200m).

SHARE-BASED PAYMENTS

In the year ended 30 June 2015 100,000 D shares were issued to senior management. The
ability to dispose of such shares or a proportion thereof is conditional on sale of shares held by
other shareholders amounting to 25% or more of the company’s share capital. As there is
currently no indication that this event will take place no profit and loss charge has been made.

In the year ended 30 June 2015 options were granted to senior management over 10,000 E
shares. The ability to execute such options is conditional on sale of shares held by other
shareholders amounting to 25% of more of the company’s share capital. As there is currently no
indication that this event will take place no profit and loss charge has been made.

CONTROLLING PARTY
Mr HN Moser, a director of Jerrold Holdings Limited, and members of his close family, control

the company as a result of controlling directly or indirectly 70% of the voting rights of Jerrold
Holdings Limited.



Contact Information and Financial Calendar

Email: treasury@togethermoney.com

Website: http://togethermoney.com/

Telephone: =~ Matthew Blake, Investor Relations
0161 956 3223

Details of future results will be made available on the Jerrold Holdings investor website:

htip://www.togethermoney.com/investors.aspx
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