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COUNTIES HOME LOAN MANAGEMENT LIMITED
REPORT OF THE DIRECTORS

FOR THE YEAR ENDED 31 DECEMBER 2015

-

DIRECTORS
fhe Directors during the year were:

Rodger Hughes (Chairman) - appointed 30 April 2015
Polly Williams (Chairman) - resigned 30 Aprit 2015
Christopher Fry

Christopher Croft

2 COMPANY DETAILS

Counties Home Loan Management Limited ("the Company”’) is a wholly owned subsidiary of National Counties
Building Society, which is registered in England and Wales, whose principal place of business is Ebbisham House,
30 Church Street, Epsom, Surrey KT17 4NL where Group accounts of the Society may be obtained from the
Secretary.

The Company has no branches outside of the UK.

3 DIRECTORS' INTERESTS
There have been no significant contracts during the year in which any Director has had a material interest

4 REVIEW OF BUSINESS AND FUTURE DEVELOPMENTS

The principal activity of the Company is the provision of mortgage related finance following the purchase of mortgage
books from other financial institutions.

As a wholly owned subsidiary of National Counties Building Society, the Company's principal risks and uncertainties
and financial risk management objectives and policies are managed in the context of the National Counties Group as
a whole, Full disclosure of principal risks and risk management is made in the Directors' Report of the National
Counties Building Society Annual Report and Accounts.

5 RESULTS & DIVIDEND
The results for the year are shown on page 4. The profit after tax for the financial year is £574,087 (2014: £1,511,615
profit as restated). The Directors have declared a dividend of £nil for the year (2014: £300,000). The retained profit of
£574,087 will be transferred to reserves.

6 AUDITOR
A resolution to re-appoint KPMG LLP as Auditor to the Company will be proposed at the Annual General Meeting.

7 DISCLOSURE OF INFORMATION TO THE AUDITOR

The Directors who held office at the date of approval of this Directors’ Report confirm that, so far as they are each
aware, there is no relevant audit information of which the Company's auditor is unaware; and each Director has taken
all the steps that he or she ought to have taken as a Director to make himself or herself aware of any relevant audit
information and to establish that the Company’s auditor is aware of that information.

8 GOING CONCERN

The Directors have considered the Company’s ability to continue as a going concern and, after due enquiry, believe
that the Company has sufficient resources to continue operating for the foreseeable future, with the full support of the
group of which itis a part. Accordingly, the financial statements have been prepared on a going concern basis..

S}gned on behalf of the Board

. /4
Rodger Hughes

Chairman

Counties Home Loan Management Limited

Company registration number - 2436601

Ebbisham House

30 Church Street

Epsom )

Surrey KT17 4NL ' 29 February 2016



COUNTIES HOME LOAN MANAGEMENT LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2015

STATEMENT OF DIRECTORS' RESPONSIBILITIES IN RESPECT OF THE DIRECTORS' REPORT AND THE
FINANCIAL STATEMENTS

The Directors are responsible for preparing the Directors’ Report and the financial statements in accordance with
applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under that law they
have elected to prepare the financial statements in accordance with UK Accounting Standards and applicable law
(UK Generally Accepted Accounting Practice), including FRS 102 The Financial Reporting Standard applicable in
the UK and Republic of Ireland.

Under company law the Directors must not approve the financial statements unless they are satisfied that they

give a true and fair view of the state of affairs of the Company and of the profit or loss of the Company for that
period. In preparing these financial statements, the Directors are required to:

. select suitable accounting policies and then apply them consistently;
. make judgements and estimates that are reasonable and prudent;
. state whether applicable UK Accounting Standards have been followed, subject to any material departures

disclosed and explained in the financial statements; and

. prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business. :

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company's transactions and disclose with reasonable accUracy at any time the financial position of the Company
and enable them to ensure that the financial statements comply with the Companies Act 2006. They have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the Company and to
prevent and detect fraud and other irregularities.

Christopher

Rodger Hughes
Chairman Director
29 February 2016 29 February 2016



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF COUNTIES HOME LOAN MANAGEMENT LIMITED

We have audited the financial statements of Counties Home Loan Management Limited for the year ended 31 December
2015 set out on pages 4 to 19. The financial reporting framework that has been applied in their preparation is applicable
law and UK Accounting Standards (UK Generally Accepted Accounting Practice), including FRS 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland.

This report is made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the Company's members those
matters we are required to state to them in an auditor's report and for no other purpose. To the fullest extent permitted by
law, we do not accept or assume responsibility to anyone other than the Company and the Company's members, as a
body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement set out on page 2, the Directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view. Our responsibility is to
audit, and express an opinion on, the financia! statements in accordance with applicable law and International Standards
on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board's Ethical Standards
for Auditors.

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements is provided on the Financial Reporting Council's website at
www.frc.org. uk/auditscopeukprivate.

Opinion on financial statements

In our opinion the financial statements:

give a true and fair view of the state of the Company's affairs as at 31 December 2015 and of its profit for the year
then ended;
* have been properly prepared in accordance with UK Generally Accepted Accounting Practice; and

have been prepared in accordance with the requirements of the Companies Act 2006.

Opinion on other matters prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the financial statements are
prepared is consistent with the financial statements.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if,
in our opinion:

adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us; or

* the financial statements are not in agreement with the accounting records and returns; or
certain disclosures of Directors’ remuneration specified by law are not made; or

we have not received all the information and explanations we require for our audit; or

the Directors' were not entitled to take advantage of the small companies exemption from the requirement to
preffare a strategic report.

55

) . - )
Richard Gabbertas {Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

One Snowhill

Snow Hill Queensway
Birmingham

B4 6GH

29 February 2016



COUNTIES HOME LOAN MANAGEMENT LIMITED
INCOME STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2015

2014 (restated)

£

4,242,066
(3,288,597)

953,469

16,517
(1,516)
1,012,347

1,980,817

(135,524)

1,845,293
62,049

1,807,342

(395,727)

1,511,615

Note : 2015
£
Interest receivable and similar income 3 4,134,498
Interest payable and similar charges 4 (3,176,628)
Net interest income 957,870
Fees and commissions receivable 11,730
Fees and commissions payable (170)
Net (losses)/gains from financial instruments (256,975)
Total income 712,455
Administrative expenses . (130,635)
Operating profit before impairment losses and provisions 581,820
Provision for impaiment losses on loans and advances 7 (17,855)
Profit before tax 563,965
Tax credit/(expense) ) 8 10,122
Profit for the financial year 574,087

The above results are all derived from continuing activities.
The Company has no recognised gains/losses other than those for the years shown above.
The impact of adopting FRS 102 on the previously reported 2014 numbers is shown in note 19.

The notes on pages 8 to 19 form an integral part of these financial statements.



COUNTIES HOME LOAN MANAGEMENT LIMITED
STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2015

Note 2015 2014 (restated)

£ £
Profit for the financial year 574,687 1,511,615
Other comprehensive income for the year - -
Total comprehensive income for the year 574,087 1,511,615

The notes on pages 8 to 19 form an integral part of these financial statements.



COUNTIES HOME LOAN MANAGEMENT LIMITED
Company No: 2436601

STATEMENT OF FINANCIAL POSITION

AT 31 DECEMBER 2015

Note 2015

2014 (restated)
’ £ £
ASSETS
Loans and advances to customers 10 98,905,876 102,318,821
Debtors 1 11,064 3,156
Deferred tax asset . 9 191,000 225,919
99,107,940 102,547,896
LIABILITIES ’
Creditors: amounts falling due within one year 12 (54,781,472) (58,969,660)
Creditors: amounts falling due after more than one year 13 (42,024,462) (42,107,292)
Derivative financial instruments 14 (1,166,762) (909,787)
1,135,244 561,157
CAPITAL AND RESERVES
Called-up share capital 15 2 2
Reserves 16 1,135,242 561,155
EQUITY SHAREHOLDERS' FUNDS 1,135,244 561,157

The notes on pages 8 to 19 form an integral part of these financial statements.
The impact of adopting FRS 102 on the previously reported 2014 numbers is shown in note 19.

These accounts were approved by the Board of Directors on 29 February 2016 and were signed on its behalf by:

Rodger Hughes Christopher Fry
Chairman : Director



2015

Balanca as at 1 January 2015
Profit for the financial year

Othsr comprehensive income
Balance as at 31 December 2015
2014

Balance as at 1 January 2014
Profit for the financial year
Dividend pald

Other comprehensive income

Balance as at 31 December 2014

COUNTIES HOME LOAN MANAGEMENT LIMITED
STATEMENT OF CHANGE IN SHAREHOLDERS® FUNDS

AT 31 DECEMBER 2016

Caitod up-share

capltal .Resarves Total

£ £ £

2 861,167 661,159

- 674,087 574,087

2 1,136,244 1,135,248
2 (650,460) (650,458)

< 1,511,615 1,511,615
. (300,000) (300,000)

2 561,155 561,157

The notes on pages 8 to 19 form an integral part of these financial statements.



COUNTIES HOME LOAN MANAGEMENT LIMITED

NOTES TO THE ACCOUNTS

1 ACCOUNTING POLICIES

1.1 Basis of preparation
The following accounting policies have been applied consistently in dealing with items which are considered material in relation to the financial
statements.
The accounts have been prepared under the historical cost convention and in accordance with Financial Reporting Standard 102 (FRS 102)
including IAS 39 Financial Instruments: Recagnition and Measurement as permitted in Chapter 11 of FRS 102.

The Company transitioned from UK GAAP to FRS 102 with effect from 1 January 2014, An explanation of how this transition to FRS 102 has
affected the previously reported financial position and performance is given in note 18.

The preparation of the accounts in accordance with FRS 102 requires management to make judgements, estimates and assumptions that affect
the application of policies and reported amounts of assets and liabilities, income and expenses. These estimates and assumptions are based on
historical experience and various other factors that are believed to be reasonable under the circumstances, Although these estimates are based
on management's best knowledge of the amount, event or actions, actual results may differ from those estimates. Details of the critical accounting
estimates and judgements in applying the accounting policies are set out in note 2,

As noted in the Directors’ report, the Directors are satisfied that the Company has adequate resources to continue in operational existence for the
foreseeable future and therefore these Accounts are prepared on the going concem basis.

1.2 Interest receivable and payable
Interest income and interest expense for all interest bearing financia! assets and liabilities that are measured at amortised cost, are recognised in
interest receivable and interest payable in the Income Statement using the effective interest rate method..

The effective interest rate is the rate that discounts estimated future cash payments or receipts through the expected life of the financial instrument
or, when appropriate, a shorter period to the net carrying amount of the financial asset or financial liability. Premiums incurred on acquisition of
‘mortgage books are included in the calculation of the effective interest rate. This has the effect of spreading these costs over the expected life of
the mortgage. Expected lives are estimated using historic data and management judgement and the calculation is adjusted when actual
experience differs from estimates, with the impact of these changes in estimates on the net carrying amount of the asset or liability being
recognised immediately in the Income Statement.

Interest on impaired financial assets is recognised at the effective interest rate for the relevant loan. To the extent that interest is not expected to be
recovered an allowance for this is included in the provisions for impairment losses.

1.3 Fees and commissions receivable and payable
Fees and commissions receivabte and payable that are not part of the effective interest rate are recognised in the period during which they are
earmed or incurred,

1.4 Financial assets

The Company's loans and advances to customers are classified as loans and receivables. Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are not quoted in an active market. The Company values its loans and receivables at amortised
cost less any impairment provisions. Premiums incurred on the acquisition of mortgage books are included in the value of the loan and then
recognised over the expected life of the loan as part of the effective interest rate. Any short-term discount rate or fixed interest rate will be
included within the initial effective interest rate calculation and spread over the expected life of the loan. Throughout the year and at each year end,
the assumptions made around the average life of the loan are reviewed for appropriateness. The impact of any change to these assumptions on
the values of the loans carried in the Statement of Financial Position will be recognised immediately through interest receivable and similar income
and reflected in the carrying value of those assets. .

1.5 Provision for impairment {osses on loans and advances
Provisions are made to reduce the value of loans and advances secured on property to the amount which the Directors consider to be recoverable,

The company assesses during the year and at each year end date whether there is objective evidence that a loan is impaired. Objective evidence
of impairment can be defined as one or mare events occurring after the initial recognition of the loan that have an impact on the estimated future
cash flows of the loan that can be reliably estimated.

The Company first assesses whether objective evidence of impairment exists for loans using the following criteria:

* when those properties are in possession, or,

* when monthly repayments on the loans have not been maintained for one month or more, or,

* when forbearance has been exercised in the conduct of the account due to actual or apparent financial stress of the borrower, whether in arrears
or not, or,

* when there is other objective evidence of loan impairment.

If there is objective evidence of impairment of an individual loan, the amount of the loss is measured as the difference between the outstanding
loan balance and the present value of estimated future cash flows (excluding future credit losses that have not been incurred) discounted at the
financial asset's original effective interest rate. This calculation takes into account the Company's experience of default rates, collection periods, the
effect of regional movements in house prices based upon a recognised index, adjustments to allow for a forced sale valuation and costs of the
property sale. If this calculation shows a potential loss against the loan's carrying value then this is recognised in the Income Statement and
included in the Statement of Financial Position.

Where a loan is not recoverable, it is written off against the related provision for loan impairment once all the necessary procedures have been
completed and the amount of the loss has been determined, Subsequent recoveries of amounts previously written off decrease the amount of
impairment losses recorded in the Income Statement.



COUNTIES HOME LOAN MANAGEMENT LIMITED
NOTES TO THE ACCOUNTS

1 ACCOUNTING POLICIES (CONTINUED)

1.5 Provision for impairment losses on loans and advances (continued)
For the remainder of the loans where no objective evidence of impairment has been identified at the reporting date, the loans are grouped together
based on those with similar credit risk characteristics and they are collectively assessed for impairment. )

A collective provision is made against a group of loans and advances where there is objective evidence based on the Company's experience that
credit losses have bsen incurred, but not yet identified at the reporting date.

Where certain emerging impairment characteristics are considered significant but have not been included as part of the impairment calculation,
management may elect to apply an overay to the calculated impairment provision to ensure the Company has sufficient impairment provisions at
the Statement of Financial Position date.

The amount charged in the Income Statement represents the net change in the individual and collective provisions, after allowing for impairment
losses written off in the year and impairment recoveries.

Provisions for impairment losses on loans and advances are deducted from loans and advances to customers in the Statement of Financial
Position. Interest on impaired financial assets is recognised at the effective interest rate for the relevant loan. To the extent that interest is not
expected to be recovered an allowance for this is included in the provisions for impairment losses.

-

1.6 Financial instruments
Included within the loans and advances to customers is a pool of lifetime mortgage loans. The mortgage contracts contain a no negative equity
guarantee which is treated as an embedded derivative with the fair value of this llabrhty included in the Statement of Financial Position and changes
in the fair value immediately recognised in the Income Statement.

1.7 Deferred taxation
Deferred taxation is recognised in full, without discounting, in respect of all such timing differences which have arisen but not reversed by the

Statement of Financial Position date, except as otherwise required by FRS 102.

1.8 Cash flow Statement
The Company is exempt from the requirement to present a cash flow statement under FRS 102 on the basis that it is a wholly owned subsidiary of
Nationat Counties Building Society and the Annual Report and Accounts of National Counties Building Society in which the Company is included are
publicly available.

1.9 Intra-Group Transactions
Where appropriate, advantage has baen taken of the exemption available in FRS 102, not to disclose intra-group transactions.
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COUNTIES HOME LOAN MANAGEMENT LIMITED

NOTES TO THE ACCOUNTS

2 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS IN APPLYING ACCOUNTING POLICIES.

-

The Company makes estimates and assumptions that affect the reported amounts of assets and liabifities. Estimates and judgments are
continually evaluated and are based on historical experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances. These are described below: .

Effective interest rate — expected mortgage lives

The calculation of an effective interest rate requires the Company to make assumptions around the average expected lives of mortgage
loans. In determining these expected lives the Company uses historical and forecast redemption data as well as management judgement.
These assumptions are regufary reviewed for reasonableness taking into account changes in actual experience. If the Directors consider that
a change in assumption is needed the impact of the change on the carrying value of the loans would be reflected immediately in the Income
Statement.

If the average lives of the mortgage loans were to increase by 1 month, there would be an insignificant impact on the carrying value of
mortgages.

2.2 Impairment losses on loans and advances

The creation of impairment provisions for a portfolio of mortgage loans is inherently uncertain and requires the exercise of a significant degree
of judgment.

Provisions are calculated using historic default and loss experience, but require judgment to be exercised in predicting future economic
conditions (e.g. interest rates and house prices), customer behaviour (e.g. default rates), the length of time before impairments are identified
(emergence period) and ‘the length of time before a security is taken into possession and sold (collection period) . The accuracy of the
provision would therefore be affected by unexpected changes to these assumptions.

The most critical estimate is of the level of house prices where a further property value reduction of 10% would increase the loss provision by
£28,000. Other sensitivities include the emergence period, although an increase of six months in this period would have an insignificant impact
on the loss provision.

2.3 Deferred tax assots

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available against which deductible
temporary differences can be utilised. The recognition of the deferred tax asset is dependent upon the projection of future taxable profits and
future reversals of existing taxable temporary differences and it is necessary for management to evaluate whether the deferred tax asset has
arisen due to temporary factors or is instead indicative of a permanent decline in eamings.

Management has made detailed forecasts of future taxable income in order to determine that profits will be available to offset the deferred tax
asset. These projections are based on business plans, future capital requirements and current and future economic conditions.

The assumption surrounding changes in market interest rates represent the most subjective areas of judgment in management’s projections
of future taxable profits. Management's forecasts support the assumption that it is probable that the results of future operations will generate
sufficient taxable income to utilise the deferred tax asset and it is on this basis that the deferred tax asset has been recognised. Deferred tax
has been recognised at the relevant rates which wiil be in place when the tax differences are expected to reverse in the future.

2.4 Lifetime Mortgages

The Company's mortgage portfolio includes a pool of lifetime mortgages. All the ioans were advanced at low loan to value ratios and the
rates of interest charged are fixed for the duration of the mortgage. Borrowers do not make monthly repayments and instead under their
contractual terms interest is capitalised within the balance and becomes repayable on redemption of the loan.

The mortgage cantract for these loans contains a clause where in certain circumstances, if the amount received on the sale of the property on
redemption of the loan is less than the contractual loan balance due to the company, the company cannot pursue the borrower or the estate
for the shortfall - a No Negative Equity Guarantee (NNEG). This exposes the company to the risk that the redemption balance may not be
fully recovered. This exposure is represented in the Statement of Financial Position as a derivative instrument and any change in the value of
this exposure results in a change in the value of this derivative which is immediately recognised in the Income Statement. As redemptions can
be many years in the future, the value of this derivative is most sensitive to the value of the property at redemption. A small change in the
expected future house price inflation assumptions can have a notable impact on the estimated redemption proceeds from the property sale.

If house price inflation was 0.5% per annum lower than forecast the Company’s NNEG derivative value would increase by £1.7m resulting in
an additional charge of £1.7m to the income statement.

10



3 INTEREST RECEIVABLE .
Mortgage interest

4 INTEREST PAYABLE

Interest payable on loan from parent undertaking

§ AUDITOR'S REMUNERATION

COUNTIES HOME LOAN MANAGEMENT LIMITED

NOTES TO THE ACCOUNTS

Remuneration of Auditor - fee (exc VAT) for audit of these financial stalements

{bome by the Company's parent undertaking)

6 DIRECTORS AND EMPLOYEES

None of the Directors received any emoluments for their services to the Company during the years covered by the accounts.

2015

£

4,134,498

3,176,628

5,640

2014 (restated)

£

4,242,068

3,288,597

5,840

The Company's parent undartaking, National Counties Building Socisty, provides employee services to administer this Company for which a charge is made, The Company itself has no

employees.

7 PROVISION FOR IMPAIRMENT LOSSES ON LOANS AND ADVANCES

At 1 January

Individual pravision
Collective provision
Ainounts writton off in tho year,

" Individual provision
Coltective provision

Charge/(credit) for the year

Increase/(decrease) in provision during the year:

Individual provision
Collectiva provision

At 31 December
Individual provision
Collective provision

8 TAX EXPENSE

Current tax
Adjustments in respect of prior years

Deferred tax - current year

Tax (credit)/charge for the year

Factors affecting the corporstion tax (creditl/icharge for the year

The total tax (credit)/charge for the year differs from that calculated using the UK standard rate of

corporation tax The differences are explained below:

Tax on prafit at the standard rate of corporation tax of 20,25% (2014:

21.5%)
Prior year adjustment
Corporation and deferred lax rate differances

Tax (credit)faxpense for the year

2015

£

97,030
27,188

124,219

a"-q

19,6894
{2,039)

17,855

116,924
25,150

142,074

92,696
{137,737)

(45,041)

34,919

{10,122

114,203
(137,737}
13,412

(10.122)

__2014 (rostated)

£
158,718
27,550

188,268

(61,688)
(381)

[62,045)

97,030
27,189

124,219

189,816

189,816
205,911

395,727

410,079

(14,352)

395,727

Reductions in the UK corporation tax rate from 23% to 21% (effective from 1 April 2014) and 20% (effective from 1 April 2015) were substantively enacted on 2 July 2013, Further reductions to
19% (effective from 1 April 2017) and to 18% (effective from 1 April 2020) were substantively enacted on 26 October 2015, This will reduce the company's future current tax charge accordingly.
The deferred tax asset at 31 December 2015 has been calculated based on these rates.

"



COUNTIES HOME LOAN MANAGEMENT LIMITED

NOTES TO THE ACCOUNTS
’ 2015 2014 (restated)
9 DEFERRED TAX . £ £
Movement on.doferred tax
At 1 January as reported 225,918 68,000
FRS 102 transitional adjustments - 363,830
At 1 January as restated 225,919 431,830
Incomse statement charge ‘34,819) (205,911)
At 31 December 191,000 225919
The deferred tax asset is attributable to the following items:
Premium amortisation timing difference 48,000 : 55,000
Collective loss provision §,000 5,000
FRS 102 transitional adjustments 138,000 165,918
191,000 225,919
The FRS 102 transistional adjustments reversa over the next 9 years and the expected reversal in 2016 is £17,000,
10 LOANS AND ADVANCES TO CUSTOMERS
Loan maturity analysis
Mortgage accounts have remaining maturities from the Statement of Financial Position date as follows:
Repayable on'call-anid’at short riotice: 385,306 305,235
In not more than three months - 187,160
In more than three months but not more than one year 101,598 101,529
In more than one year but not more than five years 4,915,462 4,188,851
In more than five years 81,814,025 95,833,930
Effective interest rate adjustment 1,831,559 2,066,535
Provision for impairment losses an loan and advances (note 7) (142,074) {124,219)
SRS eseet

The maturity analysis assumes that loans and advances run for their full, agreed term, or in the case of lifetime mortgages, for the actuaria! life expectance of the borrower In practice, loans
seldom conlinue to the malurity date and, Lherefore, the actual repayment profile of loans is likely to be significantly different from that disclosed above.

2015 2014 (restated)

11 DEBTORS € £
Sundry debtors 421 3,158

Caorporalion tax 10,643 -

11,064 3,158

12 CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR 2015 2014 (restated)
£

Loan from parent undertaking 54,730,574 58,575,069

Corporation tax - 245,432

Cther liabilities - 2,871

Accruals and deferred income 50,898 148,288

54,781,472 58,969,660
The Company's parent ing, Nati Counties Building Society, has subordinated ils claim on the loan and the other amounts due from the Company, to the claims of all the Company's

other liabilities.

Interest on amounts due to the parent undertaking is payable at normal commercial rates.
12



COUNTIES HOME LOAN MANAGEMENT LIMITED

13 CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

Loan from parent undertaking

The Company's parent undertaking, National Counties Building Society, has subordinated its claim on the loan and the other amounts due from the Company,

other liabifities.

NOTES TO THE ACCOUNTS

Interest on amounts due to the parent und: ing is payable at normal

14 DERIVATIVE FINANCIAL INSTRUMENTS

No negalive equity guarantee on lifetime mortgags loans

15 SHARE CAPITAL

Authorised
1,000,000 Ordinary shares of £1 each

Allotted, called-up and fully paid
2 Ordinary shares of £1 each

16 RESERVES

Al 1 January as reported
FRS 102 adjustments
At 1 January as restated

Profit for the year as restated
Dividend paid

At 31 December

17 RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS

Profit for the year as restated
Dividend paid

Retained profit for the year
At 1 January

At 31 December

18 FINANCIAL INSTRUMENTS

Categories of financial assets and liabilities

Carrying values as at 31 December 2015

Assets

Loans and advances lo customers
Total financis! assots.

Non financial assels

Total assets

Uiabilities

Derivative financlal instruments
Loans from parent undertaking
Total financial liabilities

Non finaniclal-tisbilites

Totai liabilities

ial rates.

2015

£
42,024,462

1,166,762

1,000,000

2014 (restated)

£

42,107,292

, to the claims of all the Company’s

809,787

1,000,000

2 2
561,155 804,860
- (1,455,320)
561,155 (6850,460)
574,087 1,511,615
. (300,000)
1,135,242 561,155
574,087 1,511,818
- {300,000)
574,087 1,211,815
561,157 (6850,458)
1135244 581,157
Held at Fair
Held at Amortised cost value
Other financial
assets and
Loans and liabilities at Embedded
Recejvables amortised cost derivative Total
£ £ £ €
98,905,876 - - 98,905,876
98,905,878 ) 98.905,8]8
- 202,064 - 202,084
98,905,878 202,084 - 99,107,940
- - 1,186,762 1,166,762
- 986,755,038 - 96,755,038
. 986,755,036 1,166,762 97,921,788
- 1,186,142 - 1,188,142
- 97,941,178. . 1.186,762 £9,107,840




COUNTIES HOME LOAN MANAGEMENT LIMITED

NOTES TO THE ACCOUNTS
18 FINANCIAL INSTRUMENTS (CONTINUED)
Held at Fair
Carrying values as at 31 December 2014 ’ Held at Amortised cost vatue
Other financial
assets and
Loans and liabilities at Embedded
Recolvablos _gmortised cost derivati Totat
£ £ £ . £
Assets
Loans. nd advancas to customars 102,318,821 - - 102,318,821
Totol.financia!l assots ' 102,318,821 - - 102,318,821
Non'financial assats . = 229,075 - 220,075
Total asséts 102,318,821 229.075 - 102,547 898
Liabilities
Derivative financial instruments . : - 908,787 909,787
Loans from parent undertaking 100,882,361 = 100,682,361
Total financial llabilities T . 100,682,381 909,787 101,592,148
Non financial liabilities - 955,748 - 955,748
Total liabifities : - 101,838,109 909,787 102,547,856
Fair values of financial assets and (iabilitles
The company holds certain financial liabilities at fair value, grouped into Levels 1 to 3 of the fair value hierarchy (see below). .
Fair values are ined using the ing fair value hierarchy that reflects the significance of the Inputs in measuring fair value:
Level 1 The unadjusted quoted price in an active market for Identical assets or liabililies that the entity can access at tha measurement date,
Leve! 2 inputs other than quoted prices included within Lavel 1 that are obsarvable (ie developed using market data) for ths asset or liability, either directly or indireclly.
Leve! 3 Inputs are unobservabla (ie for which market dala is unavailable) for the asset or liability,
Fair vatues of financial assets and liabilities carried at fair vaiue
The tabtes balow show the fair values of the Company’s financial liabilities analysed according to the fair value hierarchy.
Falr Value
As at 31 December 2015 Carrying Value Level 3 Fair Value Total
£ £ €
Liabilities
Derivative financial tnstruments 1,186,762 1,166,762 1,166,762
Fair Value
As at 31 December 2014 Carrying Value Level 3 Fair Value Totat
£ £ E
Liabilities
909,787 909,787 909,767

Derivative financial instruments

14



18 FINANCIAL INSTRUMENTS (CONTINUED)

Credit Risk

Credit risk can be described as the risk of customars being unable to mest thair financial obligations to the Company as they bacome due.

COUNTIES HOME LOAN MANAGEMENT LIMITED

NOTES TO THE ACCOUNTS

The Company is expased to this risk through its lending to individuals,

The controlled management of credit risk is critical to the Company's overail strategy. The Company has therefore embedded a comprehensive and robust credit risk management framework
with ctear lines of accountability and oversight as part of its overall govemance framework. Tha Campany has effective policies and procedures to identify, menitor, contral, mitigate and manage

credit risk within the Company’s risk appetite

The Company's J credit risk exp is

Loans and advances to customers
Loans and advances to customers

Concentration by loan

Loans fully secured on residential property
Owner occupied and buy to let

Lifetime

Gross batances

Impairment provisions

Effective interest rate adjustment

Geographical analysis of gross loan balances

North

Narth East
North West
East Midlands
West Midlands
East Anglia
South East
South West
Wales
Scotland

tndexed loan to vatue distribution of lifetime gross loan balances

75% - 85%
50% —75%
<50%

Total

Average loan to value of lifetime martgage portfolio

Indexad toan to value distribution of owner occupied and buy-to-let gross loan balances

>95%
90% —95%
85% —90%
75% - 85%
50% —75%
<50%

Total

Average loan to valus of owner occupled and buy-to-lst mortgage portfolio

The Campany's average indexed loan to value at the year end date is 54% (2014: 55%).

2015

£

97,074,317

55,191,929
42,024,482
97,218,391

(142,074)
1,831,559
98,905,878

2015

®

I*

-
- ;MW

[N 1Jmmaaaem

-
&|8|&

2014 (restated)
£

100,252 288

58,269,213
42,107,292
100,376,505
(124,219)
2,086,535
102,318,621

2014

-
o ow

e
wnolson

|




18 FINANCIAL INSTRUMENTS (CONTINUED)

The table below pi further ir onthe C

Loans neither past due nor impaired

Past due but not impalred
Past due to 3 months

Past due 3 to 6 months
Past due 8 to 12 months
Past due over 12 monihs
Possessians

Impaired

Not past due

Past due to 3 months
Past due 3 to 6 menths
Past due 6 to 12 months
Past due over 12 months
Possessions

Liquidity risk

COUNTIES HOME LOAN MANAGEMENT LIMITED

NOTES TO THE ACCOUNTS

1y's residential loans and advances to customers by payment due status at the year end:

2015
£
93,507,724

1,147,935
250,498

1,054,934
727,208
371,123

156,971

97,216,391

The Company's principal purpose is to invest in loans secured by way of mortgage on residential property funded by its parent undertaking.
The contractual maturity of the martgages is typically up to 25 years although loans are often repaid early due to borrowers moving house or remortgaging.
The Company is whally funded by foans from it's parent, National Counties Building Society (NCBS), or through accumulated reserves, NCBS has stated that it intends to continue to support

fully its subsidiary undertakings,.

7

2014 (restated)
£
96,682,571

1,341,851
187,875

918,691
679,385
586,332

100,376,505

As a whelly owned subsidiary of NCBS, the Company's liquidity risks are managed in the context of the National Counties Group as a whole. Full disclosure of principal risks and risk
management is made in the National Counties Building Society Annual Report and Accounts.

Residual maturity as at 31 December 2015

Financlal assets
Loans and advances to customers

Other debtors
Deferred tax asset

Financial llabilities and reserves

Loan from parent undertaking
Other creditors

Derivative fi . "
Reserves

More than More than ane
Not more  three months  year but not
thanthree  butnot more more than five Morethanfive No defined
On demand months than one year years years maturity Total
£ £ £ £ £ £ €
385,308 - 101,598 4,915,482 91,614,025 1,889,485 98,905,876
- . - - . 11,084 11,064
. - . < - 191,000 191,000
385,306 - 101,598 4,915,462 91,814,025 1,891,549 89,107,340
385,308 - 101,598 4,915,462 91,352,670 - 96,755,036
. - - - - 50,898 50,898
: - - - = 1,166,762 1,186,762
. . B - - 1,135,244 1,135,244
385,308 - 101,598 4,915,482 91 .352-.670 2,352,804 99,107,940

18



18 FINANCIAL ASSETS AND LIABILITIES (CONTINUED}

Residual maturity as at 31 December 2014

Financial assets

Loans and advances to customers
Other deblors
Deferred tax asset

Financial liabilities and reserves

Loans from parent undertaking
Other creditors

Derivative financial instruments
Reserves

COUNTIES HOME LOAN MANAGEMENT LIMITED

NOTES TO THE ACCOUNTS
Morethan  More than one
Notmore  three months  year but not
than three butnot more more thanfive Morethanfive No defined
On demand months than one year years years maturity Totat
£ 3 € £ £ £ £
305,235 167,160 101,529 4,168,651 95,633,930 1,842,316 102,318,821
. . . - . 3,156 3.156
- - - - - 225,919 225.919
305‘2_35 187,160 101,529 4,168,651 95,633,930 242181 1%547.896
305,235 167,160 101,529 4,168,851 95,633,930 305,856 100,682,361
. . R R N 394,591 384,591
- - - - . 909,787 909,787
- - - - - 561,157 561,157
305,235 167,160 101.529 4,168,851 85,633,930 2,171,391 102,547,896

The toans from the parent undertaking are repayable as the loans and advances to customars repay.
Loans and advances to customers that have no specific maturily date have been included in the more than § years category.

Market risk

The Company's market risk exposures are managed by the parent undertaking Nationa!l Counties Building Society.

19 TRANSITION TO FRS 102

This is the first year that the Company has prepared its accounts under Financial Reparting Standard 102 including IAS 39 Financial Instruments: Recognition and Measurement.

The following disclosures are required in the year of transition. The last set of accounts prepared under UK GAAP were for the year ended 31 December 2014 and date of transition was 1
January 2014. As a consequence of adopting FRS 102, a number of accounting policies have changed to comply with that standard,

Derivatives

Under FRS 102, all derivatives are recorded in the Statement of Financial Position at fair value with changes in fair value being recognised immediately in the Income Statement.

The No Negative Equity Guarantee attached to the fifetime mortgage foans is freated as an embedded derivative,

Effective interest rate

Under FRS 102, interest on assets and liabilities held at amortised cost is recognised in the Income Statement on an effective interest rate (EIR) basis,
The premiums paid an the acquisition of the mortgage loans are included in the EIR and spread over the average life of the loan.

Provision for Impairment losses

Under FRS 102, the calculation of provisicns for i
current outstanding balance of the loan,

Reconciliation of reserves at 1 January 2014

As at 1 January 2014 under UK GAAP
Effective interest rate

Provision fer impairment losses
Lifetime loans - NNEG

Deferred tax

At 1 January 2014 under FRS 102

Reconciliation of reserves at 31 December 2014
As at 31 December 2014 under UK GAAP

Effective interest rate

Provision for impairment losses

Uifetime loans - NNEG

Deferred tax

At 31 December 2014 under FRS 102

losses is based on discounting expected future cashfiows using the EIR of the loan compared with the

£
804,850
111,858
(8872 -
(1,922,134)
363,830

{650,460}

€
1,224,832
88,418
(8.227)
(908,787)
165,919

561,155

———

Raconcillation of profit and loss for the year endsed 31 December 2014

Profit for the year ended 31 Oecember 2014 under UK GAAP
Effective interest rate ’

Provisien for impairment losses

Lifetime loans - NNEG

Deferred tax

Profit for the year ended 31 December 2014 under FRS 102

£
719,972
(23,438)
845
1,012,347
(197,911)

1,511,615



COUNTIES HOME LOAN MANAGEMENT LIMITED

19 TRANSITION TO FRS 102 (CONTINUED)

Statement of Financial Position at 31 December 2014 {restated)

Assets

Loans and advances to customers
Debtors

Prepsyments and accrued income
Oeferred tax asset

Liabilities

Creditors: amounts falling due within one year
Creditors: amounts falling due after more than one year
Derivative financial instruments

Called-up share capital
Reserves

Equity Sharetioldors’ funds

Statement of Financial Position at 1 January 2014 (restated)

Assets
Loans and advances lo customers
Debtors

- Prepayments and accrued income
Oeferred tax asset

Liabilities

Creditars: amounts falling due within cne year
Crediters: amaunts falling due after more than one year
Derivative financial instruments

Called-up share capital
Reserves

Equity Shareholders' funds

NOTES TO THE ACCOUNTS
Provision for
Falr value BR impairmant
UK GAAP d) losses Tox FRS 102
[3 £ £ £ £ [3
100,260,512 - 2,086,536 (8.227) - 102,316,821
3,156 - - - - 3,158
1,976,118 - (1.978,118) . - .
60,000 . . . 165,918 225,919
102,307,768 5 86,418 [8.227) 165.919 102,547,896
58,969,660 58,969,660
42,107,292 . - . - 42,107,292
- 909,767 - - - 909,767
101,076,952 909,767 B s - 101,986,739
1,224,634 1509,767) 88,418 (8.227) 165,919 561,157
2 - - . - 2
1,224,832 (909,787) 88,418 (8.227 165,919 - 581,155
1,224,834 (809,787} 86,418 (8.227) 165,919 561,157,
Provision for
Fair value ER impairment
UK GAAP j j losses Tax FRS 102
£ £ £ £ £
104,960,584 - 2,202,985 (8.872) - 107,244,697
4,482 - . .. - 4,462
2,181,129 . {2,181,129) - - -
€8,000 < . - 363,830 431,830
107,214,175 T 111,850 (8.872) 363,630 107,680,989
64,756,108 84,756,108
41,653,207 - - - - 41,853,207
- 1,922,134 . - - 1,922,134
106,409,313 1,822,134 p - B 708,331,447
B04.882 . (1.922.134) 117,858 16:872) "303;830" (650.458)"
2 B - E 3 2
804,860 (1,922,134) 111,856 (6.872) 383,830 (650,460)
80462 _[1,922130) 111,658 8672). 383,830 (850,458}




‘COUNTIES HOME LOAN MANAGEMENT LIMITED

NOTES TO THE ACCOUNTS
19 TRANSITION TO FRS 102 (CONTINUED)
Income Statement for the year ended 31 Dacember 2014 (Restated)
Provisions for
Fair value EIR impaimment
UK GAAP J s lj ts losses Tax FRS 102
€ 4 £ £ £ £
Interest receivable and simitar income 4,285,504 - (283,438) = - 4,242,068
Interest payable and similar charges {3.288,597) - - . - (3,288,597)
Net interest income 976,907 T (23,438) - - 953,459
Fees and commissions receivable 18,517 - - B - 18,517
Fees and commissions payable (1.518) - . - . (1.516)
Net gains from financial instruments . . - 1,012,347 - - - 1,012,347
Total income 991,908 1,012,347 (23,438) B - 1,980,817
Adniinidiiative opingas (135,524) . . . . (135,524
Operating profit before i i It losses and provisi 856,384 1,012,347 (23.438) - - 1,845,293
Provision for impairment losses on loans and advances 81,404 - - 645 B 62,049
Profit before tax 917,7-88 1,012,347 {23,438) 645 - 1,807,342
Tax expense (197,816) - . < (197,911) (385,727)
Peofit for tha financial year 715,872 7,012,347 {23.438) 545 [187,911) 1,511,615

‘Note's to the abova recontlliaticng

1. Fair value adjustment - lifetime loans - NNEG

The Company has a historic pool of lifetime loans. Included within the terms of these loans is a clause termed a No Negative Equity Guarantee (NNEG) which means

that if there is a shortfall on the balance of the loan after the property has been sold the Company cannot pursue the borrower or the estate for the shortfall. Under UK

GAAP this risk was pravided far as part of the provision for impairment losses on loans and advancas to customers, Under FRS 102 this is treated as an embedded derivative
and is required to be valued at fair value. This adjustment reflects the adaption of this fair value at the reporting date.

2 Effective interest rate adjustments

Under UK GAAP, mortgages with a discounted interest rate from the standard variable rate (SVR) or at a fixed interest rate are carried in the Slatement of Financial
Posilion at cost with interest being accrued at the discounted or fixed rate during the discount/fixed rate peried and at the SVR tt . Prami paid

with the purchase of mortgage loans are racognised in the Income Statement on an accruals basis,

FRS 102 requires that martgage loans are camied in the Statement of Financial Position at amortised cost and income be recognised in the Income Statement on an
effective interest rate (EIR) basis over the estimated average lives of the loans taking into account the different interest rates charged and premiums paid.

The adjustment reflects the change in the recognilion of the income on the leans from an accruals basis to an effective interest rate (EIR) basis.

3. Provision for impairment losses
The change in provision for impairment losses reflects the discounting of expected receipts on property sales using the effective interest rate of the relevant loans.

20 ULTIMATE PARENT UNDERTAKING AND CONTROLLING PARTY

The ultimate and immediate parent and controlling party of the Company is National Counties Building Society, registered in England and Wales. The result of the Company is included in the
Annual Report and A of National Counties Building Scciety.




