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Highlights

Together Financial Services Limited (‘Together’ or ‘the Group’), one of the UK’s leading specialist mortgage and
secured loan providers, is pleased to announce its results for the quarter ended September 30, 2019.

Commenting on today’s results, Mike McTighe, Group Chairman of Together, said:

“Together achieved strong growth in new lending in the quarter, as we increased the loan book to a new high of
£3.9bn with consistently low LTVs, while also maintaining robust profitability and delivering record levels of
cash generation.

“Average monthly loan originations were up 28.1% on the same period last year, although they were slightly
down on the quarter to June, reflecting the seasonally slower summer holiday period. The Group remained highly
profitable and cash generative, with underlying profit before tax of £34.5m and cash receipts of £437.6m for the
quarter.

“We have continued to add significant additional liquidity to support our growth plans, successfully completing
our third public residential mortgage backed securitisation issuing £315m of rated notes on a portfolio of £332m
and upsizing our private revolving Lakeside securitisation to £500m in October.

“The UK’s economic outlook continues to be uncertain, with the ongoing Brexit negotiations and delays impacting
sentiment, lead indicators remaining mixed and a General Election on 12" December. Despite the macroeconomic
uncertainty, we continue to see strong demand from our customers, with record monthly originations of £207m in
October, and believe the Group remains well placed to deliver on its growth plans, underpinned by our robust
asset quality, strong diversified funding base and through-the-cycle experience.”

e  Strong new lending volumes drive loan book to new high while LTVs remain low

- Average monthly loan originations of £176.2m in the quarter ended September 30, 2019 (Q120), up
28.1% compared with £137.5m in quarter ended September 30, 2018 (Q1°19), and only marginally lower
compared with £182.0m in quarter ended 30 June, 2019 (Q4°19), despite the seasonally lower levels of
activity over the summer months of July and August
=  Weighted average LTVs of new originations remained conservative at 58.1% (Q1°19: 58.1%; Q4°19:

57.1%)

- Loan book reaches new record level of £3.9bn, up 28.8% compared with £3.0bn at September 30, 2018
and up 5.0% compared with £3.7bn at June 30, 2019

= Loan book weighted average indexed LTVs remained very conservative at 55.0% (Q1°19: 54.4%;
Q419: 54.3%)

e  Attractive net interest margin, with robust profitability and strong cash generation maintained

- Interest receivable and similar income of £92.5m up 12.6% compared to £82.2m in Q1°19 and up 2.1%
compared with £90.6m in Q4°19, driven by interest earned on the growing loan book

- Net interest margin remains attractive at 6.4%, although lower than 7.2% in Q119 and 6.7% at Q4°19,
reflecting continued competitive market conditions, redemption of higher yielding back-book loans,
higher gearing and product mix changes

- Cost of risk for the quarter was 0.58% on an annualised basis which remained broadly consistent
compared to 0.57% in Q119 and slightly higher when compared with 0.45% in Q4<19, principally
reflecting the impact of favourable changes in property values which reduced the impairment charge in
the prior quarter

- Underlying EBITDA of £67.6m, up 13.0% compared with £59.8m in Q119 but down 2.6% compared
with £69.4m in Q4’19 (which included certain year end beneficial adjustments of £3.9m)

- Underlying PBT of £34.5m is up 13.6% compared with £30.4m in Q1°19, predominantly due to increase
in interest receivable and similar income, and down 7.6% compared with £37.3m in Q4’19 (which
included certain year-end beneficial adjustments of £3.9m)
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Highlights (continued)

PBT and EBITDA of £31.5m and £64.6m respectively in Q1°20 including additional charges for
customer provisions of £3.0m

Strong cash generation achieved with cash receipts of £437.6m, up 5.5% compared with £414.7m in
Q119 and up 5.3% compared with £415.7m in Q419

e  Enhanced operations and governance

Further extended distribution channels, signing up four more mortgage networks and clubs, expanding
Digital Sales channel and establishing affinity relationships with key industry associations and
professional bodies. Completed recruitment of Corporate Relationships team to deepen relationships with
larger customers and launched BTL Tech Hub to enhance experience for brokers with portfolio landlord
cases

Liz Blythe joined Personal Finance board as NED and Audit Chair

Well prepared for the implementation of the Senior Managers and Certification Regime (SM&CR) within
Personal Finance division, with applications to the FCA submitted

Personal Finance division has continued to focus on resolution of certain regulatory matters. Changes to
operational processes for application of forbearance and for communicating more clearly with customers
have already been implemented.

Further increased scale and diversity of funding on improved terms and extended maturities

Successfully completed third residential mortgage-backed securitisation, Together Asset Backed
Securitisation 2019 — 1 PLC, in October issuing rated notes of £315m on a mortgage portfolio of £332m

Increased revolving Lakeside securitisation from £255m to £500m on improved terms and extended
maturity, adding two further banks

Ql Ql Q4
Key metrics 2020 2019 2019
Interest receivable and similar income* (Em) 92.5 82.2 90.6
Interest cover ratio* 2.0:1 211 231
Net interest margin** (%) 6.4 7.2 6.7
Underlying cost-to-income ratio** (%) 34.4 36.2 31.2
Cost of risk** (%) 0.58 0.57 0.45
Underlying profit before taxation!* (Em) 34.5 30.4 37.3
Loans and advances to customers (Em) 3,878.4 3,011.4 3,694.5
Net debt gearing (%) 78.6 76.0 78.0
Shareholder funds (Em)? 814.9 718.8 789.9
Underlying return on equity** (%) 15.0 14.9 16.0

*Calculation based on a 3 month period
**Calculation based on a 3 month period and annualised

1 Underlying metrics include adjustments to exclude £3.0m additional customer provisions in Q1°20
2 Includes subordinated shareholder loans of £27.6m (Q1°19: £25.6m, Q4°19: £27.1).
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An introduction to Together Financial Services Limited

We are one of UK’s leading specialist mortgage and
secured loans providers by loan book size, established
in 1974, and have successfully operated throughout our
45 year history. We pride ourselves on bringing
common sense to lending by helping individuals,
families and businesses to achieve their ambitions in a
world that has changed when traditional lending has
not.

We focus on low loan-to-value (“LTV”) lending and
offer retail and commercial purpose mortgage loans.
Our loans include secured first and second-lien loans,
of which, as of September 30, 2019, 66.0% are secured
by residential properties, with the balance secured by
commercial and semi-commercial properties, all
within the United Kingdom. We specialise in offering
individually underwritten loans to underserved market
segments, thereby minimising competition from
mainstream lenders (including high street banks) and
other lenders. We offer our loans through one,
consistent brand 'Together' and distribute them
primarily through mortgage intermediaries, our
professional network and auction houses, each across
the United Kingdom, and through our direct sales
team. We originate and service all our mortgage loans
directly.

As of September 30, 2019, 32.0% of our loan portfolio
was classified as retail purpose, 62.8% as commercial
purpose (which included 22.4% of buy to let +) and
5.2% of the loan portfolio was classified as
development funding, calculated by value. We classify
mortgages as retail purpose lending when the mortgage
is regulated by the Financial Conduct Authority
("FCA") as well as certain loans written prior to the
introduction of the relevant regulation which we
consider would have been subject to regulation if
underwritten under the current regulatory framework.
Retail purpose loans include loans for purchasing a
new home, making home improvements, debt
consolidation, large personal purchases and since
March 2016 also includes "consumer buy-to-let" loans
("CBTL") written post this date. Our retail purpose
loans also include regulated bridging loans, including
‘chain breaks,” which are loans used by customers to

3 See Structure diagram on p.18 for definition of Borrower Group

purchase a new home ahead of completing the sale of
their existing home. We classify mortgages as
"commercial purpose” where a loan is not defined as
retail purpose. Commercial-purpose loans include
loans on which the proceeds of the loan or the property
securing the loan are used for business purposes. 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
individualised credit, affordability and repayment
assessment, as well as a security assessment which
includes a 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 the repayment strategy,
where the loan will not be repaid from instalments, 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 authorisation controls, a
staff training and competency program and quality-
assurance sampling procedures. This is supported by a
formal enterprise risk management framework, which
includes conducting internal and compliance audits as
well as a formal committee structure to agree on policy
decisions, setting risk appetites and monitoring credit
quality.

The LTVs of our loan portfolio on a weighted average
indexed basis as of September 30, 2019, was 55.0%
and the LTV on a weighted-average basis of new loans
underwritten in the quarter ended September 30, 2019
was 58.1%. As of September 30, 2019, 97.1% of the
total loan portfolio and 91.7% of the Borrower Group?®
loan portfolio, calculated by value, consisted of loans
with indexed LTVs equal to or less than 80%. This
fundamental, long-standing principle of lending at
conservative LTV levels, has provided us with
significant protection in times of falling house prices
and economic downturns, thereby minimising our
levels of credit losses.
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Presentation of financial and other information

Financial statements

This quarterly report presents the unaudited
condensed consolidated financial statements of
Together Financial Services Limited as of and for
the three months ended September 30, 2019 with
comparatives to September 30, 2018. The interim
condensed consolidated financial statements of
Together Financial Services Limited have been
prepared in accordance with International Financial
Reporting Standards (IFRS) as adopted by the
European Union (EU), are unaudited and are derived
from internal management reporting.

As at September 30, 2019 the Borrower Group’s
loan assets were subject to a fixed and floating
charge in respect of £725m senior secured notes and
£55m in respect of bank borrowings.

The only notable commitments, not recognised
within our statement of financial position, is the
outstanding pipeline of loan offers and undrawn
portions of existing facilities.

During the period, the Group undertook transactions
with affiliated companies. Details of these
transactions can be found in Note 20 of the
unaudited interim condensed consolidated financial
statements in this report.

We have not included financial information
prepared in accordance with FRS 102 or US 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 Conduit Asset Backed Securitisation
1 Limited ("Charles Street ABS"), Lakeside Asset
Backed Securitisation 1 Limited ("Lakeside ABS"),
Delta Asset Backed Securitisation 1 Limited (“Delta
ABS 17), Together Asset Backed Securitisation 1
PLC (“Together ABS 1”), Highfield Asset Backed
Securitisation 1 Limited (“Highfield ABS”),
Together Asset Backed Securitisation 2018-1 PLC
(“Together ABS 2”) and Delta Asset Backed
Securitisation 2 Limited (“Delta ABS 27), the
bankruptcy-remote  special  purpose  vehicles
established for purposes of secured borrowings, are
consolidated into our unaudited interim condensed
consolidated financial statements in accordance with
IFRS 10 Consolidated Financial Statements.
Mortgage loans sold to Charles Street ABS,
Lakeside ABS, Delta ABS 1 (in respect of Q1°19),
Together ABS 1, Highfield ABS, Together ABS 2
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and Delta ABS 2 are maintained on the consolidated
statement of financial position as assets, within
loans and advances to customers and the associated
interest receivable credited to the consolidated
income statement. The loan notes issued by Charles
Street ABS, Lakeside ABS, Delta ABS 1 (in respect
of Q1¢19), Together ABS 1, Highfield ABS,
Together ABS 2 and Delta ABS 2 to certain lenders,
to finance the purchase of the loans and any interest
and fees accrued on the loan notes but not yet paid
in respect thereof, are maintained on the
consolidated statement of financial position as
liabilities due to creditors with interest and debt
issuance costs expensed through the income
statement.

The subordinated shareholder loans were initially
recognised at fair value. As the instruments are
interest-free rather than at market rates, their fair
values differ from their nominal amounts and are
estimated by discounting the related expected future
cash flows. As market rates are not observable for
these loans, management has derived discount rates
by reference to other arm’s length transactions with
investors, making allowance for the tenor and
seniority of the loans. The receipt of an interest-free
loan is an economic benefit and, because this benefit
has been provided by the Company’s parent, it is
initially credited to non-distributable reserves as a
capital contribution. As the loan approaches
maturity the increase in its amortised cost is charged
to income with a corresponding transfer to reduce
the related non-distributable reserve.



Presentation of financial and other information (continued)

Other financial information (Non-1FRS)

All key performance measures shown in this
document are calculated using underlying figures,
not the rounded numbers.

We have included in this 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 quarter ended
September 30, 2018 and 2019 and for the quarter
ended June 30, 2019 for Together Financial Services
Limited, can be extracted from the unaudited interim
condensed consolidated financial statements of
Together Financial Services Limited, by taking
profit after taxation and adding back income tax,
depreciation and amortisation and interest payable
and similar charges. EBITDA margin is calculated
as EBITDA divided by the sum of interest
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receivable and similar income plus fee and
commission income.

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 should not be considered in
isolation or as substitutes for analysis of the results
of operations. Management believes that the
presentation of EBITDA-based measures is helpful
to investors, securities analysts and other parties to
measure operating performance and ability to
service debt. 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
operating performance, cash flows or any other
measure of performance derived in accordance with
IFRS.



Terms relating to our loan analysis

With the exception of the application of certain limited
forbearance measures, we do not reschedule our loans
by capitalising arrears. In this quarterly report and
related presentation, arrears data is based on the
original contractual position 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 (“LPA Sales”) and
development loans are excluded from arrears numbers.
LPA receivership in rental status, which may return to
being performing assets, is 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 used 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 their position.

Development loans are commercial-purpose loans that
we extend to finance the development of land or
property, primarily into residential units, with
repayments typically being made out of the sale or
refinance of property units. We underwrite relatively
few new development loans each quarter.
Development loans are reported as a separate category
of loans within our analysis.

In this quarterly report and related presentation, data
referring to loan portfolio analysis is in reference to
core operating subsidiaries: Auction Finance Limited,
Blemain Finance Limited, Bridging Finance Limited,
Harpmanor Limited, Together Personal Finance
Limited and Together Commercial Finance Limited,
which represent 99.99% of total loan book balances by
value as of September 30, 2019. Data referring to our
loan portfolio analysis are presented after allowances
for impairment and for periods on or after June 30,
2019 include certain other accounting adjustments
(including adjustments to recognise income at the
effective interest rate).

In this quarterly report and related presentation, a loan
is considered performing (a “performing loan”) if it (i)
has nil arrears or arrears less than or equal to one
month’s contractual instalment or where no contractual
monthly instalment is due (ii) “performing arrears
loans,” being loans with arrears greater than one
month’s but less than or equal to three months’

contractual instalments, or where cash receipts
collected in the prior three months are equal to or
greater than 90% of the contractual instalments due.
The balance of loans are classified as (i) non-
performing arrears loans, where such loans have
arrears of greater than three months’ contractual
instalments due and where receipts collected in the
prior three months are less than 90% of contractual
instalments 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,
(ii) accrued interest and fees, (iii) net of any allowances
for impairment in respect of such loans, and iv) certain
other accounting adjustments (including adjustments
to recognise income at the effective interest rate), 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,
(ii) accrued interest and fees, (iii) net of any allowances
for impairment in respect of such loans and (iv) for
periods on or after June 30, 2019 certain other
accounting adjustments (including adjustments to
recognise income at the effective interest rate), 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 net of any allowances for impairment
and for periods on or after June 30, 2019 include
certain other accounting adjustments (including
adjustments to recognise income at the effective
interest rate) in respect of such loans. Our loan and
impairment allowance analysis excludes 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 allowances
for impairment and for periods on or after June 30,
2019 include certain other accounting adjustments
(including adjustments to recognise income at the
effective interest rate).

In this quarterly report and related presentation, the
term "second-lien loans" includes second-lien loans
and also subsequent-lien loans.
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Terms relating to our loan analysis (continued)

In respect to originations, Loan-to-Value ratio
("LTV”) is a ratio (reflected as a percentage) of (i) the
principal amount of a mortgage loan and (ii) any
higher ranking charge mortgage loans secured on the
same property compared to the appraised value
(typically comprised of the assessed value of real
property in the opinion of a qualified appraiser or
valuer or from an automated valuation model during
the mortgage origination process) of the property
securing the loan.

In this report and related presentation, the average
LTV on originations is calculated on a “weighted
average basis,” pursuant to which LTV is calculated by
multiplying each LTV by the respective principal loan
amount and then dividing the sum of the weighted
LTVs by the total amount of principal loans.

In respect to 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, (iv)

net of allowances for impairments and v) for periods
on or after June 30, 2019 certain other accounting
adjustments (including adjustments to recognise
income at the effective interest rate), compared to the
appraised value (typically comprised of the assessed
value of real property in the opinion of a qualified
appraiser or valuer or from an automated valuation
model during the mortgage origination process or the
revised valuation of the property if a later valuation has
been undertaken) of the property securing the loan.

In this quarterly report and related presentation, the
average LTV of our loan portfolio is calculated on a
"weighted average basis," 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.
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Key performance indicators

The following table summarises key financial data and key performance indicators as of the dates and for the

periods indicated.

Unaudited
3 months
3 months ended or as at September  ended or as at
June 30
(Em, except for percentages and ratios or
unless otherwise noted) 2019 2018 2019
Group
Interest receivable and similar income 92.5 82.2 90.6
Fee and commission income 11 1.0 1.1
Income 93.6 83.2 91.7
NIM* 6.4% 7.2% 6.7%
Underlying cost-to-income*® 34.4% 36.2% 31.2%
Impairment charge (5.5) (4.3) (4.1)
EBITDA 64.6 59.8 69.4
Underlying EBITDA*’ 67.6 59.8 69.4
Underlying EBITDA margin*’ 72.2% 71.8% 75.7%
Profit on ordinary activities before tax 315 30.4 37.3
LJnderIymg profit on ordinary activities 345 304 373
efore tax
Underlying return on equity*® 15.0% 14.9% 16.0%
Supplemental cash flow information:
Cash receipts 437.6 414.7 415.7
New advances 528.6 412.6 546.0
LTV of loan portfolio (on a weighted
average basis, based on LTV of loans at 58.2% 57.7% 58.0%
origination)’
LTV of Ipan portfoli_o (70n a weighted 55.0% 54.4% 54 30
average indexed basis)
Borrower Group
LTV of loan portfolio (on a weighted
average basis, based on LTV of loans at 59.9% 59.8% 58.3%
origination)’
LTV of loan portfolio (on a weighted 58.0% 56.8% 55 9%

average indexed basis)’

* Underlying metrics include adjustments to exclude £3.0m additional customer provisions in Q1°20

The key performance indicators above for the
quarter ended September 30, 2019 have been
derived from unaudited interim financial statements
and management information. In the opinion of
management, such financial data reflects all
adjustments necessary for a fair presentation of the
results for those periods and has been prepared in

accordance with IFRS. The financial information
should be read in conjunction with the Annual
Report and Consolidated Financial Statements of
Together Financial Services Limited and the
accounting policies described therein as at June 30,
2019.

4 Net interest margin (NIM) — annualised net interest income for the quarter as a percentage of the average of the opening and closing net

loans and advances to customers for the respective quarter

5 Cost-to-income — calculated as administrative expenses for the quarter including depreciation and amortisation divided by operating

income for the quarter

6 Return on equity — calculated as annualised profit after tax for the quarter adding back shareholder loan interest as a percentage of the
average of the opening and closing shareholder funds for the respective quarter
7 For definitions please see sections: “Other Financial Information” and “Terms relating to our loan analysis”
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Operating review

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

Continued focus on prudent underwriting policies,
LTVs and traditional security

During the period to September 30, 2019 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 Group continues to target an average of
origination LTVs of between 55% and 65% for new
loans and continues to focus principally on residential
security. The Group has continued to use affordability
and repayment assessments to ensure customers are
able to service and repay their loans.

An analysis of the loan portfolio as at September 30,
2019, and September 30, 2018 by arrears banding, for
the Group and Borrower Group is as follows:

Group Loan Portfolio
Arrears Analysis

Borrower Group Loan
Portfolio Arrears Analysis

September September September September
30, 2019 30, 2018 30, 2019 30, 2018
Nil Arrears & Arrears <1 month 85.9% 86.7% 61.3% 70.3%
Performing Arrears
1-3 months 3.3% 3.4% 4.4% 4.5%
3-6 months 0.3% 0.4% 0.8% 1.0%
>6 months 0.4% 0.6% 1.3% 1.6%
Total Performing Arrears 4.0% 4.4% 6.5% 7.1%
Development Loans 5.2% 5.3% 17.4% 14.0%
Total Performing Loans & Development Loans 95.1% 96.4% 85.2% 91.4%
Non-Performing Arrears
3-6 months 1.2% 0.9% 2.9% 1.8%
>6 months 1.0% 1.0% 3.0% 2.6%
Past due? 1.3% 0.8% 3.9% 1.8%
Total Non-Performing Arrears 3.5% 2.7% 9.8% 6.2%
Repossessions & LPA Sales 1.4% 0.9% 5.0% 2.4%
Total 100.0% 100.0% 100.0% 100.0%

! Relates to term loans and regulated bridging loans which have gone past stated contractual maturity date.

An analysis of our loan portfolio as at September 30, 2019, by indexed and origination LTV banding, for the

Group and Borrower Group is as follows:

Group Loan Portfolio Non -

Indexed LTV Analysis Performing Development Performing  Repossessions Total Loan
(Em) Loans Loans Loans & LPA Sales Portfolio
<=60% 2,114.0 55.6 76.4 36.0 2,282.0
>60% <=85% 1,343.8 107.4 55.8 18.3 1,525.3
>85% <=100% 17.6 9.3 11 44 324
>100% 11.9 29.1 0.2 - 41.2
Total 3,487.3 2014 133.5 58.7 3,880.9
Borrower Group Loan Non -

Portfolio Indexed LTV Performing Development Performing  Repossessions Total Loan
Analysis (Em) Loans Loans Loans & LPA Sales Portfolio
<=60% 458.7 55.6 63.8 36.0 614.1
>60% <=85% 302.7 107.4 49.0 18.3 4774
>85% <=100% 14.8 9.3 11 4.4 29.6
>100% 10.7 29.1 0.2 - 40.0
Total 786.9 2014 114.1 58.7 1,161.1

10 Together Financial Services Limited | Q1 2019/20 Results



Operating review (continued)

Group Loan Portfolio Non -

Origination LTV Performing Development Performing  Repossessions  Total Loan
Analysis (Em) Loans Loans Loans & LPA Sales Portfolio
<=60% 1,722.5 99.4 68.7 15.5 1,906.1
>60%<=85% 1,728.1 79.2 59.8 39.9 1,907.0
>85%<=100% 26.6 10.6 1.3 3.1 41.6
>100% 10.1 12.2 3.7 0.2 26.2
Total 3,487.3 2014 133.5 58.7 3,880.9
Borrower Group Loan Non -

Portfolio Origination Performing Development Performing  Repossessions  Total Loan
LTV Analysis (Em) Loans Loans Loans & LPA Sales Portfolio
<=60% 388.5 99.4 58.1 15.5 561.5
>60%<=85% 364.3 79.2 51.0 39.9 5344
>85%<=100% 24.4 10.6 1.3 3.1 394
>100% 9.7 12.2 3.7 0.2 25.8
Total 786.9 2014 1141 58.7 1,161.1

The indexed weighted-average LTV of the loan
portfolio for the total Group at September 30, 2019
is 55.0% compared with the prior year comparable
quarter of 54.4% (September 30, 2018) and prior
quarter of 54.3% (June 30, 2019).

The indexed weighted-average LTV of the loan
portfolio for the Borrower Group at September 30,
2019 is 58.0% compared with the prior year
comparable quarter of 56.8% (September 30, 2018)
and the prior quarter of 55.9% (June 30, 2019).

Maintenance of loan portfolio mix and continued
differentiation of our offerings

We aim to maintain a diversified loan portfolio mix
between retail purpose and commercial purpose
lending and security types.

As at September 30, 2019, 32.0% of our loan
portfolio was classified as retail-purpose, 62.8% of
our loan portfolio was classified as commercial-
purpose (which included 22.4% of buy to let +) and
5.2% of our loan portfolio was classified as
development funding, calculated by value. At
September 30, 2018, 32.0% of our loan portfolio
was classified as retail purpose, 62.8% of our loan
portfolio was classified as commercial purpose
(which included 20.6% of buy to let +) and 5.2% of
our loan portfolio was classified as development
funding.

The proportion of our loan portfolio secured by
residential security by value has decreased to 66.0%
as at September 30, 2019, when compared to 66.6%
as at September 30, 2018 but increased slightly from
65.9% as at June 30, 2019. The proportion of our

loan portfolio secured on first charges has increased
to 72.1% as at September 30, 2019, when compared
with 67.7% as at September 30, 2018 and 71.5% as
at June 30, 2019.

Controlled growth of our loan portfolio

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

In the quarter to September 30, 2019, including
further advances, we have funded an average of
£176.2m per month compared with £137.5m per
month in the quarter to September 30, 2018 and
£182.0m per month in the quarter to June 30, 2019.

Our loans and advances to customers stands at
£3,878.4m as at September 30, 2019, compared with
£3,011.4m as at September 30, 2018 and £3,694.5m
as at June 30, 2019.

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

Interest receivable and similar income has increased
12.6% to £92.5m for the quarter to September 30, 2019
compared with £82.2m in the prior year comparable
quarter (September 30, 2018) and has increased 2.1%
when compared with £90.6m in the prior quarter (June
30, 2019). This increase primarily results from growth
in the size of the loan book offset by a reduction in the
average interest rate earned on the loan book due to the
impact of lower new originations rates, reflecting
increased market competition, and the continued run-
off of the higher yielding back book of loans. This has
resulted in a reduction in net interest margin from 7.2%
in the prior year comparable quarter to September 30,
2018 to 6.4% in in the quarter to September 30, 2019
and compares to 6.7% in the prior quarter to June 30,
2019.

The net impairment charge to the income statement
was £5.5m for the quarter to September 30, 2019,
compared with £4.3m in the prior year comparable
quarter (September 30, 2018) and £4.1m in the prior
quarter (June 30, 2019). Cost of risk for the quarter
ended September 30, 2019 is 0.58%, on an annualised
basis, in line with prior year comparable quarter of
0.57% (September 30, 2018) and higher than the prior
quarter of 0.45% (June 30, 2019). The increase
compared to the prior quarter is principally due to the
impact of favourable changes in property values in
Q419 which reduced the impairment charge in that
period by £1.5m and certain other releases made as a
result of reviews undertaken as part of the year-end
close process.

The underlying cost-to-income ratio for the quarter to
September 30, 2019 was 34.4% (excluding £3.0m for
customer provisions relating to historic matters), lower
than the prior year comparative of 36.2% (September
30, 2018) but higher than the prior quarter (June 30,
2019) of 31.2% due to certain year end beneficial
adjustments to administrative expenses of £3.9m in the
prior quarter.

Underlying EBITDA of £67.6m (excluding £3.0m for
customer provisions relating to historic forbearance
matters) up 13.0% compared with £59.8m in the prior
year comparable quarter (September 30, 2018) and
down 2.6% compared with £69.4m in the prior quarter
(June 30, 2019) which included certain year end
beneficial adjustments to administrative expenses of
£3.9m. Underlying EBITDA margin was 72.2% for the
quarter to September 30, 2019 compared with 71.8%
in the prior year comparable quarter (September 30,
2018) and 75.7% for the prior quarter (June 30, 2019).

Underlying profit before tax of £34.5m (excluding
£3.0m for customer provisions relating to historic
forbearance matters) up 13.6% compared with £30.4m
in the prior year comparable quarter (September 30,

2018) and down 7.6% to £37.3m in the prior quarter
(June 30, 2019), which included certain year end
beneficial adjustments to administrative expenses of
£3.9m.

PBT and EBITDA of £31.5m and £64.6m respectively
in Q1°20 included additional charges for customer
provisions of £3.0m. Strong levels of cash generation
achieved, with cash receipts of £437.6m up 5.5%
compared with £414.7m in the prior year comparable
quarter (September 30, 2018) and 5.3% compared with
£415.7m in the prior quarter (June 30, 2018).

Loans and advances to customers have increased by
28.8% to £3,878.4m compared with £3,011.4m as at
the prior year comparable quarter (September 30,
2018) and up by 5.0% compared with £3,694.5m as at
the prior quarter (June 30, 2019). Shareholder’s funds
have increased by 13.4% to £814.9m compared with
£718.8m at September 30, 2018 and increased by 3.2%
from £789.9m as at the prior quarter (June 30, 2019).
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Recent developments

Trading update

Monthly mortgage originations in October 2019 were
£207.0m, compared to a monthly average of £176.2m
for the quarter to September 30, 2019.

IFRS 16

The Group adopted IFRS 16 Leases on July 1, 2019.
IFRS 16 impacts the Group’s classification and
measurement of leases. The impact of transitioning to
IFRS 16, was a day 1 reduction in the Group’s reserves
of £1.3m. An explanation of the impact of transition to
IFRS 16 is given in Notes 2, 11, 13, 14 and 21 to the
financial statements.

Securitisation update

On October 10, 2019, the Group completed its third
residential backed securitisation, issuing £315m of
rated notes against a loan portfolio of £332m Together
Asset Backed Securitisation 2019-1 PLC ("TABS 3"),
with 79.0% of the notes rated as AAA by Moody's and
DBRS.

On October 30, 2019, the Group announced successful
refinancing of Lakeside Asset Backed Securitisation

facility from £255m to £500m on improved terms
whilst also extending maturity date to 2023 and adding
two new banks to the facility.

Regulation and compliance

Certain companies within the Group’s Personal
Finance division undertake lending which is authorised
and regulated by the Financial Conduct Authority
(FCA).

An update on certain customer remediation provisions
and contingent liabilities can be found in Note 15 to
the financial statements.

The Group is focused on readiness for the Senior
Managers and Certification Regime (SM&CR), which
the Financial Conduct Authority is extending to all
regulated firms in December 2019. Preparations are
well advanced and applications to the FCA have been
submitted.
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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 assess the affordability of
the loan installments and to assess the sustainability of
such payments based upon known factors at the time
of origination, an assessment of the repayment strategy
and the marketability and value of the underlying
security. Our underwriting criteria, processes, controls
and systems have been developed and refined based
upon many Yyears 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 repayment
strategy. In addition, an assessment of the underlying
security and its valuation is undertaken. 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

The Group is impacted by general business and
economic conditions in the United Kingdom. Current
economic indicators are little changed from those June
30, 2019: inflation, house prices, employment and
GDP growth are at similar levels. Whilst Bank Base
Rate is also unchanged, market expectations for future
interest rates have fallen overall but continue to show
some volatility, heavily influenced by political events
relating to Brexit and international trade tensions. The
deferral of the Brexit deadline from October 31, 2019
to January 31, 2020 and the recently announced
December general election mean that political and
macroeconomic uncertainty persists. Note 9 to the
condensed consolidated financial statements sets out
the macroeconomic assumptions have made in
deriving expected credit losses (ECLS).

The Group continues to see strong demand from
customers. The Group’s strong financial position,
through-the-cycle experience, diversified funding base
and low-LTV lending all provide significant mitigation
from uncertain economic times and the Group remains
well placed to deliver on its growth plans.

Property market

Together has a substantial lending exposure to the
residential, buy-to-let, and commercial property
sectors. Any property value falls or increase in
unemployment may lead to a rising number of defaults
or a reduction in the amount recovered in the event of
default.

Together operates in a number of specialist segments
of the UK mortgage market, helping customers who
are typically underserved by mainstream banks.

The annual rate of growth in house prices has slowed
with the Halifax reporting annual national house price
growth of 1.1% to September 2019. Employment
remains strong and wage inflation rose which should
provide support for the housing market.

Together is a national lender and has a loan portfolio
which is diversified across the UK, with less than 30%
concentrated in the London region. Our London
portfolio is not focused on ‘high end’ central London
properties and, with weighted average loan-to-value
ratios in line with the average of our portfolio for the
rest of the country, it is well protected against moderate
house price falls.

As a specialist lender we continue to see a strong
appetite among professional landlords for expanding
their portfolios, and anticipate that the recent
regulatory and tax changes will lead to an increasing
professionalisation of the BTL market.
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Significant factors which may affect results of operations (continued)

Competition

The competitive landscape contains risks from new
entrants, increased competition from incumbent
lenders and disruptive products/software solutions
potentially affecting lending activities. The effect of
this could result in lower lending volumes, higher
customer attrition and/or, lower net interest margins.

Competition in the mortgage lending industry can take
a number of forms, including interest rates and fee
competition, underwriting criteria, convenience and
customer service, and marketing and distribution
channels.

Mainstream lenders (including high street banks)
continue to focus on their core businesses of automated
credit decisions which excludes certain customers,
property or transaction types. This has encouraged a
number of new entrants, or re-entrants into the market
in the form of non-bank lenders or newly formed
challenger banks which are likely to increase
competition in the segments where we operate.

Funding

We fund our total loan assets from cash generated by
operations, shareholder reserves, the Subordinated
Shareholder funding, senior secured notes, a revolving
credit  facility, residential mortgage-backed
securitisations, and through other asset-backed
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.

Interest rate environment

The low interest rate environment, introduced to
stimulate growth following the financial crisis, has
persisted for longer than first expected. If interest rates
are increased faster than expected, loan servicing costs
are likely to increase, which could cause an increase in
credit losses and the group may be affected by
mismatches between asset and liability positions.

We are 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 mainly
consist 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. We have also seen a
growth in demand for fixed rate products which has
risen as a percentage of our total loan portfolio. An

increase in interest rates can also adversely affect the
credit quality of the customers to whom we lend and
our loan origination volumes as loans may become less
attractive to customers.

We partly mitigate this risk by seeking to raise
financing with longer maturity periods and have
recently introduced certain interest rate swaps within
some of our securitisation structures.

The Group maintains strict underwriting criteria which
include, where appropriate, stressing affordability
under a higher interest rate environment.

Regulatory considerations

The Group has certain subsidiaries which are
authorised and regulated by the FCA in addition to
subsidiaries which undertake lending which is not
regulated. The FCA is extending SM&CR to all
regulated firms in December 2019, which will replace
the current Approved Persons Regime. We also have
to comply with the relevant UK and EU regulations
including anti-money laundering regulations, the
General Data Protection Regulations and the EU
Securitisation Regulation.

Changes in regulation may impact the way in which
the Group conducts its business. Failure to comply
with changes in regulation could result in fines,
reputational damage and potential revocation of
regulatory permissions.

The Group takes all regulatory considerations
seriously and have compliance, legal and governance
functions in place to monitor compliance with these
requirements.

Given that we operate in the regulated markets we are
at risk of failing to comply with existing regulation and
the potential impact of changes in regulation on our
activities. From time to time, we may identify,
including through our compliance and internal audit
functions, regulatory breaches or potential regulatory
breaches or other issues related to compliance matters.

As a result of undertaking internal reviews within the
regulated division during the year to 30 June 2019,
instances were identified where, for certain customers
in arrears, the outcome may have been improved if
different forbearance tools had been applied. In
addition, some past written communications with
customers should have been clearer and more complete
in instances where balances are not expected to be
repaid by the customer by the contractual maturity
date, using their current repayment schedule.
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Significant factors which may affect results of operations (continued)

Regulatory considerations (continued)

The Personal Finance division has continued to focus
on the resolution of these matters, providing regular
updates on progress to the FCA. Changes to
operational processes for the application of
forbearance and for communicating more clearly with
customers have already been implemented.
Experienced third-parties have been appointed to
support this activity, including providing additional
resource and support in establishing an appropriate
assurance framework.

Disclosures in respect of this can be found in Note 15
to the financial statements.

Risk factors

This quarterly report contains statements that are, or
may be deemed to be, forward-looking statements. In
some cases, these forward-looking statements can be
identified by the use of forward-looking terminology,
including the words “aims,” “believes,” “estimates,”
“anticipates,” “expects,” “intends,” “may,” “will,”
“plans,” “predicts,” “assumes,” “shall,” “continue” or
“should” or, in each case, their negative or other
variations or comparable terminology or by
discussions of strategies, plans, objectives, targets,
goals, future events or intentions.

Many factors may cause our results of operations,
financial condition, liquidity and the development of
the industries in which we operate to differ materially
from those expressed or implied by the forward-
looking statements contained in this quarterly report.
These factors include among others:

e the impact of economic conditions on our results
of operations and financial condition;

e the impact of the United Kingdom’s contemplated
exit from the European Union;

e the impact of a downturn in the property market;
e our ability to accurately value properties;

e our ability to accurately identify the credit profile
and behaviours of our customers;

e our ability to act proactively with customers to
minimise the risk of repossession and potential
losses in the event of a repossession;

e our ability to detect and prevent fraud during the
loan underwriting process;

e the impact of the changing financial
circumstances of our customers;
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our relationships with mortgage intermediaries,
professional networks and other distribution
channels;

the impact of competition;

legislative, taxation and regulatory changes
affecting our ability to operate or the profit
generated from our activities;

the effectiveness of our compliance, Enterprise
Risk Management Framework and internal audit
functions;

our exposure to the cost of redress, potential
regulatory sanctions and fines;

the impact of fluctuations in interest rates and our
ability to obtain financing;

changes to the ways in which the United Kingdom
regulates the loan industry and other regulatory
changes;

changes or uncertainty in respect of LIBOR or
SONIA that may affect our sources of funding;

the impact of new initiatives by the UK
Government that may affect our business;

the impact of litigation;

our ability to retain our senior management and
our underwriters, account executives, sales
personnel and other client facing employees;

interruption or loss of our information processing
systems or third party systems we use or failure to
maintain  secure information systems and
technological changes (including as a result of
cyber-attacks);

technological changes and failure to adequately
anticipate or respond to these changes;



Significant factors which may affect results of operations (continued)

Risk factors (continued)
e our substantial debt obligations;

e imbalances in maturity between our total loan
assets and our sources of funds affecting the
capacity to expand our business;

e the potential for conflicting interests between the
shareholder and third-party funding providers;

e our ability to benefit from special corporation tax
regimes for securitization companies;

e exclusion of US GAAP financial information; and
e changes in accounting standards.

These risks are not exhaustive. Other sections of this
quarterly report describe additional factors that could
adversely affect our results of operations, financial
condition, liquidity and the development of the
industries in which we operate. New risks can emerge
from time to time, and it is not possible for us to predict
all such risks, nor can we assess the impact of all such
risks on our business or the extent to which any risks,
or combination of risks and other factors, may cause
actual results to differ materially from those contained
in any forward-looking statements. Given these risks
and uncertainties, you should not rely on forward-
looking statements as a prediction of actual results.

Any forward-looking statements are only made as of
the date of this quarterly report, and we do not intend,
and do not assume any obligation, to update forward-
looking statements set forth in this quarterly report.
You should interpret all subsequent written or oral
forward-looking statements attributable to us or to
persons acting on our behalf as being qualified by the
cautionary statements in this quarterly report. As a
result, you should not place undue reliance on these
forward-looking statements.
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Summary corporate and financing structure

The diagram below provides a simplified overview
of our corporate and financing structure on a
consolidated basis as at October 31, 2019.
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(1)  Subordinated Shareholder Funding based upon nominal value
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Summary results and financial position of Bracken Midcol PLC

The tables below set out the unaudited interim
condensed consolidated results and financial
position of Bracken Midcol PLC, the issuer of 2023
Senior PIK Toggle Notes and its subsidiaries,

compared to the unaudited interim consolidated
results and financial position of Together Financial
Services Limited and its subsidiaries, for and as of
the quarter ended September 30, 2019.

Quarter ended September 30, 2019

Together
Financial Bracken Midcol
Services Ltd Adjustments PLC
£m £m £m
Profit before tax 315 (4.0) 275

As at September 30, 2019

Together
Financial Bracken Midcol
Services Ltd Adjustments PLC
£m £m £m
Assets
Cash and balances at bank 91.6 0.6@ 92.2
Loans and advances to customers 3,878.4 - 3,878.4
Inventories 0.6 - 0.6
Other assets 4.9 - 4.9
Investments 0.1 - 0.1
Property, plant and equipment 13.6 - 13.6
Intangible assets 9.1 - 9.1
Deferred tax asset 7.8 - 7.8
Total assets 4,006.1 0.6 4,006.7
Liabilities
Bank facilities 55.0 - 55.0
Loan notes 2,359.0 - 2,359.0
Senior secured notes 726.6 - 726.6
Senior PIK toggle notes - 350.0® 350.0
Obligations under finance leases 10.5 - 10.5
Debt issue costs (13.9) (3.0 (17.0)
Total borrowings (excluding subordinated 3,137.2 346.9 3,484.1
shareholder funding)
Other liabilities 40.9 16.5® 57.4
Derivative liabilities held for risk management 16 - 1.6
Provisions for liabilities and charges 8.9 - 8.9
Current tax liabilities 2.6 - 2.6
Total liabilities 3,191.2 363.4 3,554.6
Equity
Subordinated shareholding funding 27.6 (21.4) 6.2©
Shareholders' equity 787.3 (341.4) 445.9
Total equity 814.9 (362.8) 452.1
Total equity and liabilities 4,006.1 0.6 4,006.7

(1) Presented to reflect the full quarterly interim consolidated profit of Together Financial Services Limited and Bracken Midcol PLC (also

incorporating Bracken Midco2 Limited) respectively

(2) Represents cash and cash equivalents held within Bracken Midcol PLC and Bracken Midco2 Limited
(3) Represents the additional borrowings in the form of £350.0m 2023 Senior PIK Toggle Notes
(4) Represents unamortised debt issue costs associated with the issuance of the 2023 Senior PIK Toggle Notes

(5) Includes interest accrued on the 2023 Senior PIK Toggle Notes

(6) Represents the carrying value of shareholder funding owed to Bracken Topco Limited by Bracken Midcol PLC
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Summary results and financial position of Bracken Midcol PLC (continued)

For the period to September 30, 2019, interest
payable and similar charges for Bracken Midcol
PLC was, on a consolidated basis £40.1m compared
to £31.8m for Together Financial Services Limited.
The £8.3m variance comprises £8.6m of interest
payable and debt issue amortisation on the Senior
PIK Toggle, £0.2m being the unwind of the fair
value adjustment in respect of intercompany loan
amounts owed to Bracken Topco Limited, and the
elimination on consolidation of £0.5m of fair value
unwind at Together Financial Services Limited on
intercompany loans owed to Bracken Midco2
Limited.
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Unaudited condensed consolidated interim financial statements

The unaudited condensed consolidated financial statements attached show the financial performance for the quarter
to and as at September 30, 2019.

Comparatives for these consolidated financial statements are as follows:

e Consolidated Statement of Comprehensive Income, Consolidated Statement of Changes in Equity and
Consolidated Statement of Cash Flow have comparatives for the quarter to September 30, 2018; and

e Consolidated Statement of Financial Position have comparatives as at September 30, 2018 and June 30,
2019.
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Unaudited consolidated statement of comprehensive income

Three months ended 30 September 2019

Unless otherwise indicated, all amounts are stated in £m.

Three months ended

30 September 30 September
Income statement Note 2019 2018
Interest receivable and similar income 925 82.2
Interest payable and similar charges 4 (31.8) (28.4)
Net interest income 60.7 53.8
Fee and commission income 11 1.0
Fee and commission expense (0.6) 0.4)
Other net losses 5 0.3) -
Operating income 60.9 54.4
Administrative expenses (23.9) (19.7)
Operating profit 37.0 34.7
Impairment losses 9 (5.5) 4.3)
Profit before taxation 315 30.4
Income tax 6 4.4 (3.4)
Profit after taxation 27.1 27.0
Other comprehensive losses
Items that may be reclassified to the income statement
Movement in the cash flow hedging reserve:
Effective portion of changes in fair value of derivatives 8 (1.3) -
Other comprehensive income for the year, net of tax (1.3) -
Total comprehensive income for the year 25.8 27.0

The results for the current and preceding period relate entirely to continuing operations.
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Unaudited consolidated statement of financial position

As at 30 September 2019
Unless otherwise indicated, all amounts are stated in £m.
30 September 30 September 30 June
Note 2019 2018 2019
Assets
Cash and cash equivalents 7 91.6 87.1 120.2
Derivative assets held for risk management 8 - - 0.1
Loans and advances to customers 9 3,878.4 3,011.4 3,694.5
Inventories 0.6 0.6 0.6
Other assets 10 49 4.1 4.8
Investments 0.1 0.1 0.1
Property, plant and equipment 11 13.6 6.4 54
Intangible assets 12 9.1 8.6 8.8
Deferred tax asset 13 7.8 7.6 7.5
Total assets 4,006.1 3,125.9 3,842.0
Liabilities
Derivative liabilities held for risk management 8 16 - -
Current tax liabilities 2.6 55 8.7
Borrowings 14 3,164.8 2,388.2 3,015.7
Provisions for liabilities and charges 15 8.9 3.6 4.3
Other liabilities 16 40.9 354 50.5
Total liabilities 3,218.8 2,432.7 3,079.2
Equity
Share capital 17 9.8 9.8 9.8
Share premium account 175 17.5 17.5
Merger reserve (9.6) (9.6) (9.6)
Capital redemption reserve 13 1.3 1.3
Subordinated shareholding funding reserve 40.5 425 41.0
Share-based payment reserve 1.6 1.6 1.6
Cashflow-hedging reserve (1.3) - -
Cost-of-hedging reserve 0.2) - (0.2)
Retained earnings 727.7 630.1 701.4
Total equity 787.3 693.2 762.8
Total equity and liabilities 4,006.1 3,125.9 3,842.0
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Unaudited consolidated statement of changes in equity
Three months ended 30 September 2019

Unless otherwise indicated, all amounts are stated in £m.

Subordinated Share- Cash
Called- Capital shareholder based flow  Cost of

3 months to 30 up share Share Merger  redemption funding payment hedging hedging Retained
September 2019 capital premium reserve reserve reserve reserve reserve  reserve  earnings  Total
At beginning of )
the period 9.8 175 (9.6) 1.3 41.0 1.6 (0.2) 7014  762.8
Changes on
initial application - - - - - - - - (1.3) (2.3)
of IFRS 168
Restated
ol 958 175 (96) 13 41.0 16 - (02 7001 7615
beginning of
period
Retained profit
for the financial - - - - - - - - 27.1 27.1
period
Other comprehensive income: Hedging reserves

Effective

portion of ) ) ) ) ) ) ) )

changes in fair (.3) (1.3)

value
Transfer between ) ) ) ) (0.5) ) ) ) 05 )
reserves
AOE e 9.8 175 (9.6) 13 405 16 (1.3) (0.2) 7277 7873
period

Subordinated Share-
Called-up Capital shareholder based

3 months to 30 share Share  Merger redemption funding payment  Retained
September 2018 capital premium  reserve reserve reserve reserve earnings Total
At beginning of the period 9.8 175 (9.6) 1.3 43.0 1.6 648.3 711.9
Changes on initial
application of IFRS 9 ) i i ) i i (30.7) (30.7)
Restated balances at 9.8 175  (96) 13 43.0 16 617.6 681.2
beginning of the period
R_etam_ed pro_flt for the ) ) ) ) ) ) 270 270
financial period
Dividend paid - - - - - - (15.0) (15.0)
Transfer between reserves - - - - (0.5) - 0.5 -
At end of the period 9.8 17.5 (9.6) 1.3 425 1.6 630.1 693.2

8 See Note 2 to the financial statements for more detail on IFRS 16 transition
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Unaudited consolidated statement of cash flows
Three months ended 30 September 2019

Unless otherwise indicated, all amounts are stated in £m.

Three months ended
30 September 30 September

2019 2018
Note

Cash outflow from operating activities
Cash outflow from operations 19 (123.5) (20.8)
Income tax paid (10.5) (4.0)
Servicing of finance (30.3) (32.7)
Net cash outflow from operating activities (164.3) (57.5)
Cash flows from investing activities
Acquisition of property, plant and equipment (0.2) (0.5)
Acquisition of intangible assets (1.1) (0.9)
Net cash outflow from investing activities (1.3) (1.4)
Cash flows from financing activities
Repayment of bank facilities - (5.7)
Drawdown of facilities 137.5 92.5
Capital element of finance lease payments (0.5) 0.2)
Dividend paid - (15.0)
Net cash inflow from financing activities 137.0 71.7
Net (decrease)/increase in cash and cash equivalents (28.6) 12.8
Cash and cash equivalents at beginning of period 120.2 74.3
Cash and cash equivalents at end of period 91.6 87.1

At 30 September 2019 cash and cash equivalents include £74.7m (2018: £63.0m) of restricted cash (see Note 7).
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Unaudited notes to the financial statements
1. Reporting entity and general information

Together Financial Services Limited, (the Company) is incorporated and domiciled in the UK. The Company is a private
company, limited by shares and registered in England (company number: 02939389). The registered address of the
Company is Lake View, Lakeside, Cheadle, Cheshire, SK8 3GW. The unaudited consolidated interim condensed financial
statements comprise Together Financial Services Limited and its subsidiaries (the Group). The Group is primarily
involved in financial services.

2. Significant accounting policies

Basis of preparation

The unaudited consolidated set of interim condensed financial statements have been prepared in accordance with the
International Accounting Standard (IAS) 34 Interim Financial Reporting, as adopted by the European Union (EU). They do
not include all the information required by International Financial Reporting Standards (IFRS) in full annual financial
statements and should be read in conjunction with the Annual Report and Consolidated Financial Statements for the year
ended 30 June 2019 which were prepared in accordance with IFRS as adopted by the EU.

The information within this interim report relating to the year ended 30 June 2019 does not constitute statutory accounts as
defined in section 434 of the Companies Act 2006. A copy of the statutory accounts for that year has been delivered to the
Registrar of Companies. The auditor’s report on those accounts was not qualified, did not include a reference to any matters
to which the auditors drew attention by way of emphasis without qualifying the report, and did not contain statements under
section 498(2) or (3) of the Companies Act 2006.

Accounting policies and judgements

The accounting policies, presentation and methods of computation are consistent with those applied by the Group in its latest
audited annual financial statements, except for the adoption of a new accounting standard, IFRS 16, as set out below.

Presentation of risk disclosures
Disclosures under IFRS 7 Financial Instruments: Disclosures concerning the nature and extent of principal risks have been

presented within the interim management report. Unless otherwise indicated, these disclosures are consistent with Group’s
latest audited annual financial statements.

Adoption of new accounting standards, amendments and interpretations

On 1 July 2019, the Group adopted the requirements of IFRS 16 Leases, the new standard that replaces IAS 17 Leases. The
standard applies to all leasing arrangements and sets out the principles for the recognition, measurement, presentation and
disclosure of leases for both lessor and lessee accounting.

The Group has adopted IFRS 16 using a modified retrospective approach and, as such, comparative information for 2018 is

not restated. Leases which were already classified as finance leases were not re-evaluated on adoption of IFRS 16. The
Group’s accounting policy applicable from 1 July 2019 is set out on pages 14-15 of the financial statements.
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Unaudited notes to the financial statements (continued)

2. Significant accounting policies (continued)

Transition

On adoption of IFRS 16, the Group recognised lease liabilities in relation to leases which had previously been classified as
‘operating leases’ under the principles of IAS 17 Leases. These liabilities were measured at the present value of the remaining
lease payments, discounted using the interest rate implicit in the lease agreement as of 1 July 2019.

The effects of adopting IFRS 16 as at 1 July 2019 were as follows:

3 Right-of-use assets of £8.6m were recognised and are presented in a new right-of-use leasehold-property category within
property, plant and equipment in the statement of financial position.

. Lease liabilities of £10.2m were recognised and are presented within borrowings in the statement of financial position.

e A deferred tax asset of £0.3m was recognised and is included in the deferred tax asset in the statement of financial
position.

. The net effect of these adjustments had a £1.3m impact on opening retained earnings.

1AS 17 Right-of-use IFRS 16

30 June 2019 asset  Lease liability Deferred tax 1 July 2019

Property, plant and equipment 5.4 8.6 - - 14.0

Lease liability (0.8) - (10.2) - (11.0)

Deferred tax asset 7.5 - - 0.3 7.8
Retained earnings impact 8.6 (10.2) 0.3

Operating lease commitments at 30 June 2019 as disclosed under 1AS 17 were £14.0m. Once discounted using the interest
rate implicit in the agreement, this was £10.2m at 1 July 2019.

The lease labilities as at 1 July 2019 can be reconciled to the operating lease commitments as at 30 June 2019 as follows:

1 July 2019

Operating lease commitments as at 30 June 2019 14.0
Effect of discounting using the interest rate implicit in the lease (3.8)
10.2

Finance lease liabilities already recognised as at 30 June 2019 0.8
Lease liabilities recognised at 1 July 2019 11.0

Leases

Policy applicable from 1 July 2019

At inception of a contract, the Group assesses whether a contract is, or contains, a lease. A contract is, or contains, a lease if
the contract conveys the right to control the use of an identified asset for a period of time in exchange for consideration. To
assess whether a contract conveys the right to control the use of an identified asset, the Group uses the definition of a lease in
IFRS 16. This policy is applied to contracts entered into, on or after 1 July 2019.

The Group as a lessee

At commencement or on modification of a contract that contains a lease component, the Group allocates the consideration in
the contract to each lease component on the basis of its relative stand-alone costs.

The Group recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-use asset is
initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease payments made at or
before the commencement date, plus any initial direct costs incurred and an estimate of costs to dismantle and remove the
underlying asset or to restore the underlying asset or the site on which it is located, less any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date to the end of
the lease term, unless the lease transfers ownership of the underlying asset to the Group by the end of the lease term or the
cost of the right-of-use asset reflects that the Group will exercise a purchase option. In that case the right-of-use asset will be
depreciated over the useful life of the underlying asset, which is determined on the same basis as those of property and
equipment. In addition, the right-of-use asset is periodically reduced by impairment losses, if any, and adjusted for certain
remeasurements of the lease liability.
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Unaudited notes to the financial statements (continued)

2. Significant accounting policies (continued)

Leases (continued)

The Group as a lessee (continued)

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement date,
discounted using the interest rate implicit in the lease or, if that rate cannot be readily determined, the Group’s incremental
borrowing rate. Generally, the Group uses the interest rate implicit in the lease.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured when there is a change
in future lease payments arising from a change in an index or rate, if there is a change in the Group’s estimate of the amount
expected to be payable under a residual value guarantee, if the Group changes its assessment of whether it will exercise a
purchase, extension or termination option or if there is a revised in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount of the right-
of-use asset, or is recorded in profit or loss if the carrying amount of the right-of-use asset has been reduced to zero.

The Group has tested its right-of-use assets for impairment on the date of transition and has concluded that there is no
indication that the right-of-use assets are impaired.

Short-term leases and leases of low-value assets

The Group has elected not to recognise right-of-use assets and lease liabilities for leases of low-value assets and short-term
leases, including IT equipment. The Group recognises the lease payments associated with these leases as an expense on a
straight-line basis over the lease term.

The Group as lessor

When the Group acts as a lessor, it determines at lease inception whether each lease is a finance lease or an operating lease.
To classify each lease, the Group makes an overall assessment of whether the lease transfers substantially all of the risks and
rewards incidental to ownership of the underlying asset. If this is the case, then the lease is a finance lease; if not, then it is an
operating lease. As part of this assessment, the Group considers certain indicators such as whether the lease is for the major
part of the economic life of the asset.

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

Policy applicable before 1 July 2019
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 element of future
lease obligations is recorded within liabilities, while the interest element is charged to the income statement over the period
of the leases to produce a constant rate of interest 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 are not recognised
in 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.

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, the going-concern basis for preparing accounts has been
adopted.
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Unaudited notes to the financial statements (continued)

2. Significant accounting policies (continued)

Cash and cash equivalents

Cash which is restricted within securitisation vehicles has been reclassified from borrowings to cash and cash equivalents.
The reclassifications have also been made within the comparatives for 30 September 2018, consistent with the change in
accounting policy disclosed within the Group’s latest audited annual financial statements. See Note 7 for further details of
this reclassification.

3. Critical accounting judgements and key sources of estimation
uncertainty

In preparing these financial statements, the Group’s management has made judgements, estimates and assumptions that
affect the application of the Group’s accounting policies and the amounts reported for the Group’s performance and financial
position.

Critical judgements in applying the Group’s accounting policies

There is judgement involved in determining whether certain matters should be disclosed as a contingent liability and what
reliable information can be included in this disclosure. In addition there is judgement in determining that a contingent
liability disclosure is the appropriate treatment if a reliable estimate is not available to inform the estimation of a provision.
Further disclosures in respect of this can be found in Note 15 to the financial statements.

There have been no other significant changes to the other critical judgements disclosed in the Group’s Annual Report and
Accounts for the period to 30 June 2019.

Key sources of estimation uncertainty

Estimates and associated assumptions are based on historical experience and other relevant factors, and are reviewed on a
continuing basis. Actual results may differ from these estimates, and revisions to estimates are recognised prospectively.

The calculation of the Group’s allowance for losses on its loans and advances to customers under IFRS 9 relies on the

following key matters:

e  The incorporation of forward-looking information in the measurement of ECL, in particular the economic variables
driving credit risk and the number and relative weightings of the scenarios used.

. Determining the criteria for a significant increase in credit risk.

Note 9 gives more details on the assumptions made.

The calculation of the Group’s provisions contain significant estimation uncertainty. Further disclosures in respect of this
can be found in Note 15 to the financial statements.
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Unaudited notes to the financial statements (continued)

Unless otherwise indicated, all amounts are stated in £m.

4. Interest payable and similar charges

Three months ended

30 September 30 September

2019 2018

On borrowings 31.7 28.4
On lease liabilities 0.1 -
31.8 28.4

5. Other net losses

Three months ended

30 September 30 September
2019 2018
Net costs from financial instruments mandatorily measured at
fair value through the income statement
Interest-rate derivatives held for risk-management purposes 0.3 -

6. Income tax

Three months ended

30 September 30 September
2019 2018
Current tax

Corporation tax 4.4 3.2
4.4 3.2

Deferred tax
Origination and reversal of temporary differences - 0.2
Total deferred tax - 0.2
Total tax on profit 4.4 3.4

Corporation tax is calculated at 18.50% (30 September 2018: 19.00%) of the estimated profit for the period.

The differences between the total tax charge for the period and the amount calculated by applying the standard rate of UK

corporation tax to the profit before tax are as follows:

Three months ended

30 September 30 September

2019 2018

Profit before tax 315 304

Tax on profit at standard UK corporation tax rate of 18.50%/19.00% 5.8 5.8
Effects of:

Expenses not deductible for tax purposes 0.1 0.8

Income not taxable (0.1) (0.7)

Group relief (1.4) (2.5)

Tax charge for period 4.4 3.4
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Unaudited notes to the financial statements (continued)

Unless otherwise indicated, all amounts are stated in £m.

7. Cash and cash equivalents

30 September 30 September 30 June

2019 2018 2019

Unrestricted cash 16.9 24.1 22.6
Restricted cash 74.7 63.0 97.6
91.6 87.1 120.2

Cash which is restricted within securitisation vehicles of £74.7m (30 September 2018: £63.0m, 30 June 2019: £97.6m) has
been reclassified from borrowings to cash and cash equivalents. As such, reclassifications have been made within the
comparatives for 30 September 2018, consistent with the change in accounting policy disclosed within the Group’s latest
audited annual financial statements.

Restricted cash is ring-fenced and held in securitisation vehicles for use in managing the Group’s securitisation facilities under
terms of the agreements. Within restricted cash £9.2m (30 September 2018: £18.6m, 30 June 2019: £32.4m) represents
amounts which are not considered readily available, but can be accessed by the Group, for example by allocating additional
eligible assets into the private securitisations.

8. Derivatives held for risk management

The Group applies hedge accounting for its strategy of cashflow hedging the interest-rate risk on floating-rate liabilities in
certain of its securitisation vehicles. These liabilities fund portfolios of mortgage assets, some of which pay fixed rates of
interest, and to address the resultant risk the securitisation vehicles may purchase interest-rate caps or enter into interest-rate
swaps. The notional amounts of these derivatives correspond to the proportion of floating-rate notes funding fixed-rate
mortgages, and decline over time in line with the expected repayment of the mortgages.

The effectiveness of this strategy is assessed by comparing the changes in fair value of the interest-rate derivatives with
changes in the fair value of the hedged floating-rate notes and uses the hypothetical derivative method.

The Group establishes the hedging ratio by matching the notional amount of the derivative with the corresponding floating-
rate notes. In these hedging relationships, the main potential sources of ineffectiveness are:

e Repayment of the notes faster than the decline in the notional amount of the derivative.
e For interest-rate swaps, the inclusion of a transaction cost in the fixed rate leg.
e  Changes in the credit risk of either party.

The following table analyses derivatives held for risk-management purposes by type of instrument:

30 September 2019 30 September 2018 30 June 2019

Assets Liabilities Assets Liabilities Assets Liabilities
Interest-rate swaps - (1.6) - - - -
Interest-rate caps 0.0 - - - 0.1 -
Derivatives designated in cashflow hedges 0.0 (1.6) - - 0.1 -

All derivatives mature in under five years. The average fixed interest rate on swaps is 0.73%. The average strike rate on caps
is 2.5%.
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Unaudited notes to the financial statements (continued)

Unless otherwise indicated, all amounts are stated in £m.

8. Derivatives held for risk management (continued)

The following tables set out details of the exposures hedged by the Group:

30 September 2019

Changes in fair value

Carrying amount of  for calculating hedge Cashflow-
liabilities ineffectiveness  hedging reserve
Hedged by interest-rate swaps
Borrowings 228.7 1.3) 1.3)
Hedged by interest-rate caps
Borrowings 98.1 0.1) -
30 September 2018
Changes in fair value
Carrying amount of  for calculating hedge Cashflow-
liabilities ineffectiveness  hedging reserve
Hedged by interest-rate swaps
Borrowings - - -
Hedged by interest-rate caps
Borrowings - - -
30 June 2019
Changes in fair value
Carrying amount of  for calculating hedge Cashflow-
liabilities ineffectiveness  hedging reserve
Hedged by interest-rate swaps
Borrowings - - -
Hedged by interest-rate caps
Borrowings 98.9 0.2) -
The following table sets out details of the hedging instruments used by the Group and their effectiveness:
Carrying amounts Changes in fair value
Outside the Reclassified
hedging Hedge from
For relationship ineffective- ~ cashflow-
calculating Recognised  recognised ness hedging
hedge throughother  directly in recognised  reserve to
Notional Derivative Derivative ineffective- comprehensive other net  in other interest
amount assets liabilities ness income losses net losses payable
Three months ended 30 September 2019
Interest-rate swaps 228.7 - 1.6 (1.3) (1.3) (0.3) - -
Interest-rate caps 98.1 - - (0.2) 0.0 0.0 - -
Three months ended 30 September 2018
Interest-rate swaps - - - - - - -
Interest-rate caps - - - - - - -
Year ended 30 June 2019
Interest-rate swaps - - - - - - -
Interest-rate caps 98.9 0.1 - 0.2) (0.2) 0.0 0.0 -
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Unaudited notes to the financial statements (continued)

Unless otherwise indicated, all amounts are stated in £m.

9. Loans and advances to customers

30 September 2019
Stage 1 Stage 2 Stage 3 Total
Gross loans and advances 3,190.8 399.5 356.6 3,946.9
Loss allowance (10.7) (8.9) (48.9) (68.5)
3,180.1 390.6 307.7 3,878.4

30 September 2018
Stage 1 Stage 2 Stage 3 Total
Gross loans and advances 2,383.1 360.9 339.9 3,083.9
Loss allowance (11.2) (7.8) (53.5) (72.5)
2,371.9 353.1 286.4 3,011.4

30 June 2019

Stage 1 Stage 2 Stage 3 Total
Gross loans and advances 3,025.3 419.5 316.7 3,761.5
Loss allowance (11.2) (9.6) (46.2) (67.0)
3,014.1 409.9 270.5 3,694.5

None of the Group’s financial assets are credit-impaired on purchase or origination.

Loans and advances to customers include total gross amounts of £9.8m (30 September 2018: £12.7m; 30 June 2019: £10.9m),
equivalent to £6.9m net of allowances (30 September 2018: £10.6m; 30 June 2019: £8.0m) loaned to August Blake
Developments Limited, Sunnywood Estates Limited and Edgworth Developments Limited, companies in which HN Moser
is a director and shareholder. These loans are on a commercial basis secured on certain assets of those companies.

Measurement of expected credit losses (ECL)

ECL model

The Group considers default to occur in any of the following circumstances relating to a loan:

It becomes 90 days or more past due

Its security has been taken into possession
The appointment of receivers

There is evidence of fraud

The Group calculates its ECL using a statistical model based on probability of default (PD), loss given default (LGD) and
exposure at default (EAD):

PD is an estimate of the likelihood of default over a given time horizon, estimated at a point in time. The calculation is
generally based on statistical models that utilise both market and internal data, based on current conditions adjusted to
take into account estimates of future conditions that will impact PD. For loans which have marked individual
characteristics and are closely managed, PDs are assigned using a slotting approach which comprises a range of
quantitative and qualitative criteria.

LGD is an estimate of the likely loss percentage in the event of a default. The expected loss amounts vary according to
loan-to-value (LTV) ratios and future collateral prices. The estimates are based on the Group’s history of recovery rates,
calculated as forced-sale discounts, and the probability of repossession given default, discounted at the original effective
interest rate of the loan for the average period for recovery of sale proceeds. The LGD calculation includes floors, ie
minimum losses, which are based on the LTV of security and developed from historical data.

EAD is an estimate of the expected gross carrying amount at a future default date. EAD is based on the current loan
amount adjusted for expected repayments of principal, contractual drawdowns of loan commitments, and the impact of
missed payments which would be expected for an account in default.

ECL is calculated at an individual loan level as the product of PD, LGD and EAD. It is measured using the risk of default
over the maximum contractual period adjusted for customer behaviour.
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Unaudited notes to the financial statements (continued)

Unless otherwise indicated, all amounts are stated in £m.

9. Loans and advances to customers (continued)

In accordance with IFRS 9, the Group uses a three-stage model for impairment based on changes in credit quality since initial

recognition:

o A financial instrument not credit-impaired on initial recognition is classified in stage 1. The loss allowance for such
instruments is calculated as the portion of lifetime ECL of those default events expected to occur within 12 months of
the reporting date, weighted by the probability of that default occurring.

e Aninstrument moves to stage 2 if there is an increase in its credit risk that is significant but not such that the instrument
is considered credit impaired. The loss allowance for stage 2 instruments is calculated as the lifetime ECL. The
determination of significant increases in credit risk is explained further, later in this section.

e  Stage 3 instruments are credit impaired, including defaulted loans, and the loss allowance calculated as the lifetime ECL.

Improvements in credit quality may result in instruments moving categorisation, from stage 3 to stage 2 where they are no
longer considered credit impaired or to stage 1 where the credit risk is no longer significantly increased compared with initial
recognition. Such transitions occur only after the completion of probationary periods.

Forbearance

The Group offers forbearance to assist customers who are experiencing financial distress and considers an account as forborne
at the time a customer in financial difficulty is granted a concession. For accounting purposes under IFRS 9, any gains or
losses arising upon granting forbearance are usually not material because losses are already included in ECLs. Subsequently,
the Group may determine after a probationary period that a restructuring has significantly improved credit risk such that the
asset is moved back to stage 1.

Incorporation of forward-looking information

The Group uses forward-looking information in its measurement of ECL and in identifying significant increases in credit risk
(discussed in the next section). The Group’s statistical analysis of historical data has confirmed that the key economic variables
that drive credit risk, and the ECL for the Group’s financial instruments, are unemployment, Bank Rate, economic activity as
measured by GDP, and changes in house prices. The Group has developed a range of future economic scenarios of these
variables, drawing on external forecasts where appropriate, and calculates ECL using a base case, an upside and a downside
scenario, weighted 40%, 30% and 30% respectively. The base case is broadly aligned to the Group’s internal planning
assumptions. The downside scenario represents a recession during which house prices fall by 15% from peak to trough.

The most significant assumptions used for the ECL estimate as at 30 September 2018, 30 June 2019 and 30 September 2019
are in the following ranges for the next ten years:

At 30 September 2019 Minimum Average Maximum
Annual GDP growth (%) 1.7) 1.5 3.8
Bank Rate (%) 0.00 1.50 2.75
Unemployment rate (%) 3.2 4.2 6.3
Annual change in house-price index (%) (9.2) 2.6 10.7
At 30 September 2018 Minimum Average Maximum
Annual GDP growth (%) 0.9) 1.8 3.6
Bank Rate (%) 0.25 1.75 3.50
Unemployment rate (%) 29 4.2 6.0
Annual change in house-price index (%) (6.4) 2.9 8.7
At 30 June 2019 Minimum Average Maximum
Annual GDP growth (%) (1.1) 1.6 3.6
Bank Rate (%) 0.00 1.50 2.75
Unemployment rate (%) 3.2 4.1 6.2
Annual change in house-price index (%) (8.7) 2.6 10.4

To project the economic variables for the remaining term of each instrument, it is assumed that the forecasts used in all
scenarios revert to our long-term base case forecast beyond a ten-year horizon.
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Unless otherwise indicated, all amounts are stated in £m.

9. Loans and advances to customers (continued)

Significant increase in credit risk

The Group monitors all financial instruments that are subject to credit risk to assess whether there has been a significant
increase in credit risk since initial recognition. If there has been a significant increase then the Group measures the loss
allowance based on a lifetime rather than a 12-month ECL.

To determine whether credit risk has increased significantly the Group uses quantitative criteria, such as increases in lifetime
PD and LTV, and qualitative criteria such as a borrower’s status or credit quality. A ‘backstop’ criterion is also applied such
that all loans more than 30 days past due are considered to have undergone a significant increase in credit risk.

Loss allowance

A loss allowance is derived from the application of the foregoing techniques. The following tables analyse the movement of
the loss allowance during the periods ended 30 September 2019 and 30 September 2018.

Three months ended 30 September 2019

Stage 1 Stage 2 Stage 3 Total
Loans and advances to customers at amortised cost
Balance at beginning of period (11.2) (9.6) (46.2) (67.0)
Transfer to a 12-month ECL - 0.1 - 0.1
Transfer to a lifetime ECL not credit impaired 1.0 (2.2) 0.3 (0.9)
Transfer to a lifetime ECL credit impaired 0.5 3.0 (6.4) (2.9)
Other changes in credit risk during the period (2.1) (1.5) 1.1 (2.5)
Impairment of interest income on stage 3 loans - - 3.2) (3.2
New financial assets originated 1.3) - - (1.3)
Financial assets derecognised 1.8 1.0 2.3 5.1
Changes in models and risk parameters 0.6 0.3 (0.2) 0.7
Impairment losses for the period charged to income 05 07 6.1) (4.9)
statement
Unwind of discount - - 3.2 3.2
Write-offs net of recoveries - - 0.2 0.2
Balance at end of period (10.7) (8.9) (48.9) (68.5)
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9. Loans and advances to customers (continued)

Loss allowance (continued)

Three months ended 30 September 2018

Stage 1 Stage 2 Stage 3 Total
Loans and advances to customers at amortised cost
Balance at beginning of period (10.5) (9.5) (54.0) (74.0)
Transfer to a 12-month ECL 0.4) 1.0 - 0.6
Transfer to a lifetime ECL not credit impaired 0.6 (2.5) 0.3 (1.6)
Transfer to a lifetime ECL credit impaired 0.3 14 (3.5) (1.8)
Other changes in credit risk during the period (1.9) - (1.2) (3.0)
Impairment of interest income on stage 3 loans - - (2.5) (2.5)
New financial assets originated 1.2) - - 1.2)
Financial assets derecognised 1.9 1.6 25 6.0
Changes in models and risk parameters (0.3) 0.2) (0.3) (0.8)
Impairment losses for the period charged to income (1.0) 13 (4.6) (4.3)
statement
Unwind of discount - - 25 25
Write-offs net of recoveries 0.3 0.4 2.6 3.3
Balance at end of period (11.2) (7.8) (53.5) (72.5)

Other changes in credit risk include the development or cure of loan arrears and other changes in status. The loss allowance
on new financial assets originated represents the ECL on initial recognition. Subsequent changes in ECL are reflected in other

movements in the above table.

New mortgage loans originated during the period resulted in an increase of £1.3m (2018: £1.2m) in the loss allowance. The
Group’s highly cash-generative business model, with around half of all loans redeeming within two years, resulted in a release
of ECLs totalling £5.1m (2018: £6.0m). ECL was positively impacted by £0.7m (2018: adverse impact £0.7m) due to updates

to the macroeconomic outlook during the period.

The contractual amount outstanding on financial assets that were written off during the period and are still subject to

enforcement activity at the period end is £nil (2018: £nil.)

The net loss on modifications resulting from forbearance was already materially reflected in the ECL allowance.
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9. Loans and advances to customers (continued)

Movements in gross carrying amounts

The following table sets out changes in the gross carrying amount of financial instruments that contributed to the changes in
the loss allowance:

Three months ended 30 September 2019

Stage 1 Stage 2 Stage 3 Total
Loans and advances to customers at amortised cost
Balance at beginning of period 3,025.3 419.5 316.7 3,761.5
Transfer to a 12-month ECL 14.0 (14.0) - -
Transfer to a lifetime ECL not credit impaired (78.2) 90.4 (12.2) -
Transfer to a lifetime ECL credit impaired (11.9) (72.7) 84.6 -
New financial assets originated 495.9 6.3 - 502.2
Financial assets derecognised including write-offs (254.3) (30.0) (32.5) (316.8)
Balance at end of period 3,190.8 399.5 356.6 3,946.9

Three months ended 30 September 2018

Stage 1 Stage 2 Stage 3 Total
Loans and advances to customers at amortised cost
Balance at beginning of period 2,305.5 358.5 356.0 3,020.0
Transfer to a 12-month ECL 67.2 (67.2) - -
Transfer to a lifetime ECL not credit impaired (121.0) 134.0 (13.0) -
Transfer to a lifetime ECL credit impaired (14.8) (34.5) 49.3 -
New financial assets originated 401.2 2.8 - 404.0
Financial assets derecognised including write-offs (255.0) (32.7) (52.4) (340.1)
Balance at end of period 2,383.1 360.9 339.9 3,083.9

Impairment losses for the period

Three months ended

30 September 2019 30 September 2018
Movements in impairment allowance, charged to income 4.9 4.3
Amounts released from deferred income 0.1 0.3
Write-offs net of recoveries 0.5 (0.3)
5.5 4.3

10. Other assets
30 September 30 September 30 June
2019 2018 2019
Amounts owed by related parties 0.7 0.5 0.7
Other debtors 0.8 0.7 0.9
Prepayments and accrued income 3.4 2.9 3.2
4.9 4.1 4.8

Amounts owed by related parties of the Group are in respect of companies in which HN Moser is a director and shareholder.
Also included within amounts owed by related parties is £0.3m (30 September 2018: £0.2m; 30 June 2019: £0.3m) in relation
to a director’s loan. The loan is interest free and repayable on demand.
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11. Property, plant and equipment

Right-of-use

Fixtures, assets —
For 3 month period ended 30 September fittings and Motor leasehold
2019 equipment vehicles property Total
Cost
At beginning of period 7.9 1.8 13.7 234
Additions 0.2 - - 0.2
Disposals (0.1) - - (0.1)
At end of period 8.0 1.8 13.7 23.5
Depreciation
At beginning of period 35 0.8 51 9.4
Charge for the period 0.4 - 0.2 0.6
Disposals (0.1) - - (0.1)
At end of period 3.8 0.8 5.3 9.9
Net book value
At end of period 4.2 1.0 8.4 13.6
At beginning of period 44 1.0 8.6 14.0

The right-of-use assets arise from the recognition of leases under IFRS 16, as explained more fully in Note 21. Refer to Note
2 for the impact on property, plant and equipment on adoption of IFRS 16.

Fixtures,

fittings and Motor
For 3 month period ended 30 September 2018 equipment vehicles Total
Cost
At beginning of period 8.5 18 10.3
Additions 0.5 - 0.5
Disposals - -
At end of period 9.0 1.8 10.8
Depreciation
At beginning of period 3.5 0.5 4.0
Charge for the period 0.3 0.1 0.4
Disposals - - -
At end of period 3.8 0.6 4.4
Net book value
At end of period 5.2 1.2 6.4
At beginning of period 5.0 1.3 6.3

Fixtures,

fittings and Motor
For 12 month period ended 30 June 2019 equipment vehicles Total
Cost
At beginning of period 8.5 1.8 10.3
Additions 0.8 0.2 1.0
Disposals (1.4) (0.2) (1.6)
At end of period 7.9 1.8 9.7
Depreciation
At beginning of period 3.5 0.5 4.0
Charge for the period 1.4 0.3 1.7
Disposals (1.4) - (1.4)
At end of period 3.5 0.8 4.3
Net book value
At end of period 4.4 1.0 5.4
At beginning of period 5.0 1.3 6.3
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12. Intangible assets

For the three For the three For the year
months ended 30 months ended 30 ended 30 June
September September 2019
Computer software 2019 2018
Cost
At beginning of period 145 114 114
Additions 11 0.9 3.2
Disposals - - (0.1)
At end of period 15.6 12.3 145
Amortisation
At beginning of period 5.7 3.1 3.1
Charge for the period 0.8 0.6 2.7
Disposals - - (0.1)
At end of period 6.5 3.7 5.7
Net book value
At end of period 9.1 8.6 8.8
At beginning of period 8.8 8.3 8.3
13. Deferred tax asset
For the three For the three  For the year ended
month ended 30 month ended 30 30 June 2019
September 2019 September 2018
At beginning of the period 7.5 1.4 1.4
IFRS 9 adjustment - 6.4 6.4
IFRS 16 adjustment 0.3 - -
Charge to income statement - (0.2) (0.2)
Adjustment in respect of prior periods - - (0.1)
7.8 7.6 7.5
The deferred tax asset consisted of the following:
30 September 2019 30 September 2018 30 June 2019
Accelerated capital allowances (1.0) 0.7) (0.9)
Short-term timing differences 8.8 8.3 8.4
7.8 7.6 7.5
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14. Borrowings

30 September 30 September 30 June
2019 2018 2019
Bank facilities 55.0 25.0 55.0
Loan notes 2,359.0 1,624.8 2,221.5
Subordinated shareholder loans 27.6 25.6 27.1
Senior secured notes 726.6 727.2 726.8
Finance leases® 10.5 1.0 0.8
3,178.7 2,403.6 3,031.2
Debt issue costs (13.9) (15.4) (15.5)
3,164.8 2,388.2 3,015.7
Of which:
Due for settlement within 12 months 72.4 39.7 74.5
Due for settlement after 12 months 3,092.4 2,348.5 2,941.2
3,164.8 2,388.2 3,015.7

The loan notes are provided through revolving facilities provided by Charles Street ABS, Lakeside ABS, Delta ABS,
Highfield ABS and amortising facilities provided by Together ABS 1 and Together ABS 2. The Charles Street ABS facility
was established in 2007 and is currently £1.255bn maturing in September 2023. The £255m Lakeside ABS facility matures
in January 2021. The £200m Delta ABS 2 facility matures in March 2023, and the £525m Highfield ABS facility matures in
2022. The Group’s £145.7m residential mortgage-backed securitisation via the special purpose vehicle Together ABS 1 has
a call date of September 2021, and the £216.7m residential mortgage-backed securitisation issued via the special purpose
vehicle Together ABS 2 has a call date of November 2022.

Subordinated shareholder loans were issued on 2 November 2016. The subordinated shareholder loans are interest-free loans
totalling £68.1m, which comprise £25.1m due in 2024 and £43.0m due in 2036. The difference between the total nominal
value of £68.1m and the initial fair value of £22.0m represents a non-distributable capital contribution of £46.1m, £5.6m of
which has amortised by 30 September 2019 (30 September 2018: £3.6m; 30 June 2019: £5.1m). The remainder of the reserve
will be released over the life of the instruments.

The Group has senior secured notes in issue of £375m and £350m, which are due to mature by 2021 and 2024 respectively.
Refer to Notes 2 and 21 for more details in relation to the finance leases.
Debt issue costs, which consist of the prepaid fees in relation to the bank loan, loan notes and the senior secured notes, are

deducted from the loan carrying amounts and charged to interest expense over the expected duration or term of the facility or
notes as appropriate.

9 Note that 30 September 2019 includes the impact of IFRS 16, whilst comparatives are presented under 1AS 17
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14. Borrowings (continued)

Borrowings have the following maturities:

As at 30 September 2019 <1 year 1-2 years 2-5 years >5 years Total
Bank facilities - 55.0 - - 55.0
Loan notes 71.9 348.9 1,938.2 - 2,359.0
Subordinated shareholder loans - - - 27.6 27.6
Senior secured notes - 375.0 351.6 - 726.6
Finance leases 1.2 1.0 2.7 5.6 10.5

73.1 779.9 2,292.5 33.2 3,178.7
Debt issue costs (0.7) (3.0) (10.2) - (13.9)

72.4 776.9 2,282.3 33.2 3,164.8
As at 30 September 2018 <1 year 1-2 years 2-5 years >5 years Total
Bank facilities - - 25.0 - 25.0
Loan notes 39.7 31.8 628.0 925.3 1,624.8
Subordinated shareholder loans - - - 25.6 25.6
Senior secured notes - - 375.0 352.2 727.2
Finance leases 0.5 0.4 0.1 - 1.0

40.2 32.2 1,028.1 1,303.1 2,403.6
Debt issue costs (0.5) (0.4) (7.4) (7.1) (15.4)

39.7 31.8 1,020.7 1,296.0 2,388.2
As at 30 June 2019 <1 year 1-2 years 2-5 years >5 years Total
Bank facilities - 55.0 - - 55.0
Loan notes 4.7 259.9 1,886.9 - 2,221.5
Subordinated shareholder loans - - - 27.1 27.1
Senior secured notes - - 726.8 - 726.8
Finance leases 0.5 0.3 - - 0.8

75.2 315.2 2,613.7 27.1 3,031.2
Debt issue costs (0.7) (0.8) (14.0) - (15.5)

74.5 314.4 2,599.7 27.1 3,015.7
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15. Provisions and contingent liabilities

Customer Other

provisions provisions Total
Balance at 1 July 2019 2.7 1.6 43
Charge/(release) for the period 5.1 (0.2) 4.9
Provisions utilised (0.2) (0.2) (0.3)
Balance at 30 September 2019 7.6 1.3 8.9

In previous periods, provision amounts were included in accruals and deferred income within other liabilities as the amounts
were not material. As a result of the increase in provisions in the period ended 30 September 2019, provision amounts are
now disclosed separately in the statement of financial position and reclassified in prior period comparatives.

a) Provisions

As a result of undertaking internal reviews within the regulated division during the year to 30 June 2019, instances were
identified where, for certain customers in arrears, the outcome may have been improved if different forbearance tools had
been applied. In addition, some past written communications with customers should have been clearer and more complete in
instances where balances are not expected to be repaid by the customer by the contractual maturity date, using their current
repayment schedule.

The Personal Finance division has continued to focus on the resolution of these matters, providing regular updates on progress
to the FCA. Changes to operational processes for the application of forbearance and for communicating more clearly with
customers have already been implemented. Experienced third-parties have been appointed to support this activity, including
providing additional resource and support in establishing an appropriate assurance framework.

In order to address these matters in a timely and appropriate manner for customers, work is being undertaken in a phased
approach, and activity relating to forbearance is being progressed as a priority for the first phase. In this first phase remediation
is not intended to be based on individual customer-level reviews, but instead will be calculated using a defined set of
parameters and criteria for the customer population, which simplifies and expedites progress whilst also ensuring customer
detriment, where experienced, is fully addressed.

A provision for forbearance-related remediation has been estimated at £3.0m, which represents the estimated financial impact
arising from both live and redeemed customers and comprises: (i) estimated customer settlement payments, (ii) expected
accrued interest between the reporting date and the assumed remediation date, and (iii) estimated administration costs related
to the remediation.

In calculating the provision, a number of judgements and assumptions have been necessary, including subjective judgements
about the circumstances where customers may have been disadvantaged, the extent of the customer population included and
the assumed timing of remediation activities. Depending on the outcome of further testing and the selection of certain
judgements and assumptions, the financial impact for forbearance has been estimated to be in the range of £1.0m to £5.0m. It
is expected that the estimate will be refined during the remediation phase, planned for the second half of the financial year.

Other customer provisions of £2.1m comprise provisions which are individually immaterial or where we have revised our
estimates for existing provisions based on the number of customers expected to be offered a settlement such as provisions for
redress relating to payment protection insurance.

b) Contingent liabilities

(i) Regulatory and conduct matters

In respect of the clarity of communications of accounts not expected to be repaid at their maturity date, the range of
circumstances and work required to assess individual factors mean that, at this stage, it is not practicable to estimate the

financial impact of any remediation activity, but it is expected that redress payments will be made to certain affected
customers, and that this could be material for the entities involved.

(i) Fixed and floating charges
As at 30 September 2019, the Group’s assets were subject to a fixed and floating charge in respect of £725m senior secure

notes (30 September 2018: £725m; 30 June 2019: £725m) and £55m in respect of bank borrowings (30 September 2018:
£25m; 30 June 2019: £55m).
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16. Other liabilities

30 September 30 September 30 June

2019 2018 2019

Trade creditors 14 1.2 1.9
Other creditors 2.2 3.1 2.7
Other taxation and social security 0.7 0.9 1.0
Accruals and deferred income 36.9 30.2 44.9
40.9 35.4 50.5

As set out in note 15, provision amounts previously included within accruals and deferred income have been disclosed

separately for the period ended 30 September 2019 and comparative amounts have been reclassified accordingly.

17. Share capital

30 September 30 September 30 June

Authorised 2019 2018 2019

10,405,653 A ordinary shares of 50 pence each 5.2 5.2 5.2

9,149,912 B ordinary shares of 49.9 pence each 4.6 4.6 4.6
921,501 C ordinary shares of 1 penny each - - -
70,000 D ordinary shares of 1 penny each - - -
10,000 E ordinary shares of 1 penny each - - -

9.8 9.8 9.8

30 September 30 September 30 June

Issued, allotted and fully paid 2019 2018 2019

10,405,653 A ordinary shares of 50 pence each 5.2 5.2 5.2

9,149,912 B ordinary shares of 49.9 pence each 4.6 4.6 4.6
921,501 C ordinary shares of 1 penny each - - -
70,000 D ordinary shares of 1 penny each - - -

9.8 9.8 9.8

A ordinary shares carry voting rights, rights to certain dividends and rights to participate in a distribution (including on
winding up) as set out in the articles of association. The holders of B, C and D ordinary shares do not have voting rights, but
do have rights to certain dividends and participation in a distribution (including on winding up) as set out in the articles of
association. E ordinary shares have been issued, and the directors of Together Financial Services Limited are authorised to

allot up to 10,000 E ordinary shares to holders of D ordinary shares.
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18. Financial instruments and fair values

The Group measures fair values using the following hierarchy, which reflects the significance of the inputs used in making
the measurements:

Level 1: Quoted prices in active markets for identical assets or liabilities;
Level 2: Measurements derived from observable data, such as market prices or rates;
Level 3: Measurements rely on significant inputs not based on observable market data.

Financial instruments measured at fair value

The following table summarises the fair values as at the year end of financial instruments measured at fair value, analysed
into different levels according to the degree to which they are based on observable inputs:

Fair Carrying

Derivative assets/(liabilities) held for risk management Level 1 Level 2 Level 3 value value
30 September 2019
Interest-rate risk - (1.6) - (1.6) (1.6)

30 September 2018
Interest-rate risk - - - - -

30 June 2019
Interest-rate risk - 0.1 - 0.1 0.1

The Group’s derivative asset is an interest-rate cap and its derivative liability is an interest-rate swap. The valuations of both
instruments are level 2, being derived from generally accepted valuation models that use forecast future interest-rate curves
derived from market data. At the end of the reporting period, the value of the interest-rate cap was £28,000 and therefore is
not presented in the table above due to rounding.

Financial instruments not measured at fair value

All the Group’s other financial assets and liabilities are held at amortised cost. The carrying value is a reasonable
approximation of fair value for all financial instruments other than for loans and advances to customers and for borrowings.
For loans and advances to customers and for borrowings, fair value is calculated based upon the present value of future
principal and interest cash flows, discounted at the market rate of interest at the reporting date.
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18. Financial instruments and fair values (continued)

The following table analyses the fair values of loans and advances and of borrowings into different levels according to the
degree to which the fair values are based on observable inputs:

Carrying
30 September 2019 Level 1 Level 2 Level 3 Fair value value
Financial assets
Loans and advances to customers - - 3,944.1 3,944.1 3,878.4
Financial liabilities
Borrowings 735.7 2,414.0 41.2 3,190.9 3,164.8
Carrying
30 September 2018 Level 1 Level 2 Level 3 Fair value value
Financial assets
Loans and advances to customers - - 3,048.6 3,048.6 3,011.4
Financial liabilities
Borrowings 738.4 1,649.8 29.0 2,417.2 2,388.2
Carrying
30 June 2019 Level 1 Level 2 Level 3 Fair value value
Financial assets
Loans and advances to customers - - 3,7235 3,723.5 3,694.5
Financial liabilities
Borrowings 737.4 2,280.0 29.2 3,046.6 3,015.7

The fair value of loans and advances to customers is based on future interest cash flows (at funding rates) and principal cash
flows discounted using the rate for new originations of mortgages with similar characteristics. This rate is assumed to
encompass the time value of money, plus a risk premium to account for the inherent uncertainty in the timing and amount of
future cash flows arising from mortgage assets.

Forecast principal repayments are based on redemption at maturity with overlay for historical behavioural experience to take
account of expected prepayment. The eventual timing of future cash flows may be different from the forecast due to
unpredictable customer behaviour.

The fair value of loans and advances to customers is higher than the carrying value, primarily due to the current origination
rates used to discount future cash flows being below existing customer interest rates.

The borrowings stated at fair value in level 3 almost entirely represent subordinated shareholder loans and notes. Market
prices are not available for these loans and so fair value has been estimated by discounting the related expected future cash
flows. As market rates are not observable for these loans, management has derived discount rates by reference to other arm’s
length transactions with investors, making allowance for the tenor and seniority of the loans.

45 Together Financial Services Limited | Interim management report and consolidated financial statements



Unaudited notes to the financial statements (continued)

Unless otherwise indicated, all amounts are stated in £m.

19. Reconciliation of profit after tax to net cash outflow from operations

Three months ended
30 September 30 September

Group 2019 2018
Profit after tax 27.1 27.0
Adjustments for:
Taxation 4.4 3.4
Depreciation and amortisation 1.4 1.0
Other net losses on derivatives 0.3 -
Interest expense 31.8 28.4
65.0 59.8
Increase in loans and advances to customers (183.9) (84.7)
(Increase)/decrease in other assets 0.1) 0.2
(Decrease)/increase in accruals and deferred income (7.8) 6.8
Increase/(decrease) in provisions for liabilities and charges 4.6 a.7)
Decrease in trade and other liabilities (1.3) (1.2)
(188.5) (80.6)
Cash outflow from operations (123.5) (20.8)

20. Related party transactions

Relationships

The Company has the following related parties:

a) Controlling party

All the voting shares of Together Financial Services Limited are controlled by Bracken Midco2 Limited, a company whose
ultimate parent is Redhill Famco Limited, which is wholly controlled by HN Moser, a director of Together Financial Services
Limited, and the DL Moser 1995 Family Settlement Nol Trust (together the Moser Shareholders). The Moser shareholders
indirectly own 100% of the Company’s voting share capital.

Besides the companies owned by Redhill Famco Limited, other entities owned by the Moser Shareholders are deemed to be
related parties and during the period transacted with the Company’s subsidiaries as follows:

Entity

Nature of transactions

Bracken House Properties LLP
Centrestand Limited

Charles Street Commercial Investments
Limited

Sterling Property Company Limited

August Blake Developments Limited,
Edgworth Developments Limited,
Sunnywood Estates Limited

The Group pays operating lease and insurance costs to Bracken House
Properties LLP for its provision of the Group’s head office property.

The Group collects rents and pays service charges and costs on behalf of
Centrestand Limited.

The Group refers borrowers outside its lending criteria to Charles Street
Commercial Investments Limited. The Group performs underwriting,
collection and arrears-management activities for these loans. The Group also
manages accounts payable on behalf of the company and provides ancillary
accounting and treasury services for which it is reimbursed.

Sterling Property Co. Limited provides property management services for
properties repossessed or placed into LPA receivership by the Group.

The Group provides loans with interest charged on a commercial basis secured
on certain assets of these companies. The Group also manages accounts
payable on behalf of these entities.

Balances due from the above entities are interest-free and repayable on demand, unless otherwise stated.
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20. Related party transactions (continued)

b) Parent companies
During the period the Group transacted with the following parent companies owned by the Moser Shareholders:

Entity Nature of transactions

Bracken Midco2 Limited During November 2016, the Company received subordinated funding from
Bracken Midco2 Limited. The subordinated loans are interest-free and for fixed
terms, as set out in Note 14. The difference between the loans’ maturity amounts
and their fair values represents a capital contribution to the Group which is
being amortised through income over the life of the loan.

c) Subsidiaries
The Company utilises its bank and subordinated shareholder funding, and bonds raised by a subsidiary company, to provide
treasury funding to its lending subsidiaries. Interest is recharged among Group companies based on the Group’s external cost

of borrowings and the risk of the assets funded. The cost of equity funding is not charged. All amounts are repayable on
demand.

d) Key management personnel

Key management personnel comprise directors of the Group. There are no transactions with directors other than the director’s
loan disclosed in Note 10 and remuneration in the ordinary course of business.

Transactions

The amounts receivable from related parties by the Group are disclosed in Note 10. The Group had the following transactions
with related parties during the period:

Three months ended

30 September 2019 30 September 2018

Charge/ Charge/

(credit) to (credit) to

income income
or equity Paid or equity Paid
Lease and insurance costs 0.4 0.4 0.4 0.4
Accounts payable transactions - 0.2 - 0.6
Impairment of related party loans 0.2 - 0.2 -
Interest on related party loans 0.2) - 0.2) -
Related parties of the Moser Shareholders 0.4 0.6 0.4 1.0
Interest expense 0.5 - 0.5 -
Dividend paid - - 15.0 15.0
Parent companies 0.5 - 15.5 15.0
Total related parties 0.9 0.6 15.9 16.0
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21. Leases

The Group leases its two head-office buildings. The leases run for 15 and 25 years. Previously these leases were classified as
operating leases under IAS 17.

The Group also leases certain IT equipment with contract terms of one to three years. These leases are short-term and/or of
low-value items and the Group has elected not to recognise right-of-use assets and lease liabilities for these leases.

The table below sets out the amounts recognised in the income statement in respect of the Group’s right-of-use assets and
lease liabilities during the three months ended 30 September 2019:

Administrative Interest
expenses expense Total
£m £m £m
Depreciation expense of right-of-use assets 0.1 - 0.1
Interest expense on lease liabilities - 0.1 0.1
Total recognised in the income statement 0.1 0.1 0.2

The below table sets out the carrying amounts of the Group’s right-of-use assets and lease liabilities and the movements during
the three months ended 30 September 2019:

Right-of-use assets

— leasehold

property Lease liabilities

£m £m

As at 1 July 2019 86 (11.0)
Depreciation expense (0.2) -
Interest expense on lease liabilities - 0.0
Payments - 0.5
As at 30 September 2019 8.4 (10.5)

The Group had total cash outflows for leases of £0.5m in the three months ended 30 September 2019.

22. Commitments

The Group has commitments to extend credit which are not recorded on the balance sheet. This includes both undrawn
elements of existing facilities, as well as new commitments to lend. The amounts do not represent the amounts at risk at the
balance sheet date but the amounts that would be at risk should the facilities be fully drawn upon and should the customer
default.

At 30 September 2019, the Group had undrawn commitments to lend of £159.2m (2018: £107.9m). These relate mostly to
irrevocable lines of credit granted to customers. The ECL on the undrawn elements of existing facilities is included within the
total ECL held within net loans and advances to customers. The ECL on new lending commitments is £0.1m (2018: £0.1m),
and is classified within other liabilities.

The increase in undrawn commitments to lend is driven by an increase in both the Personal Finance and Commercial Finance
loan pipeline as at 30 September 2019 compared with 30 September 2018.

23. Events after the reporting date

On 10 October 2019, the Group completed its third residential-mortgage-backed securitisation, Together Asset Backed
Securitisation 2019-1 PLC (TABS 3). The transaction successfully raised £315.4m of external funding against a loan portfolio
of £332.0m that was 79.0% funded by notes rated as AAA.

On 30 October 2019, the Group refinanced Lakeside ABS increasing the facility size from £255m to £500m and extended its
maturity to November 2023.
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