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West Bromwich Commercial Limited
Dhrectors’ report

The Dnzectors present their report and the audited financial statements for the year ended 31 March 2013

Busiess review and principal activities

West Bromwich Commercial Limited (the Company} 1s a wholly owned subsideary of West Bromwich Building Society (the Society)
and operates as part of the Commercial division of the West Bromwich Building Soctety Group (the Group)

The Company s principal activity 1s the making of toans secured on land and commercial property  For the foreseeable foture the
Company will concentrate on managing its exasting portfolio of accounts including, where appropriate ce-financing of existing
facihines

The Company’s Joss for the year 1s £16,479 000 (2012 £13 115000} The retained loss for the year has been transferred to resenes

The statement of financial position on page 7 of the financial staternents shows the Company s financial position at the year end date

As shown in the Company s income statement on page & nterest receivable has reduced this year primarly as a result of falling
average balances

West Bromwich Building Society manages 11s operations on a Group basis  For this reason the Company's Directors believe that
further key performance indicators of the Company are not necessary or approprate for an understanding of the development
performance or posibon of the business  The performance of the Group 15 discussed 1n West Bromwich Bullding Socicty’s Annual
Report which does not form part of this report

The Company's main creditor, 11 ulumate parent undertaking, has indicated that 1t will continue to support the Company for the
foreseeable future The aceounts hase therefore been prepared on a gaing concern basis

Dividend

The Drrectors de not recommend the payment of a dividend (2012 £mil)

Directors and Durectors’ mterests

The Directors who held office during the year and after the year end were s follows

A P Conroy {from 24 June 2013)
C 1 Miller

P Southcott {to 31 March 2013)
J Westhoff'

Certan Directors benefited from qualifying third party indemmity provisions in place dunny the finansial year and at the date of thig
report




West Bromwich Commercial Limrted

Directors’ report (continued)

Envirgument

The Company recogmses its environmental responsibilities, monitors 1ts impact on the environment and desighs and implements
policies to mitigate any adverse impact that might be caused by us acuviues  The Company operates in accordance with policies 28
described in West Bromwich Building Socety's Annual Report, which does not form part of this report

Principal risks and uncertamties

The Company actively manages the vanous nisks that anse from its operations It 15 the responsibility of the Board to identify the
pnneipal risks which the Company faces and to estabhish an effective system of internal control  Management are charged with
managing these nsks wathin the control framework established by the Group Board  The control systems consist of plans and budgets
combined with regular internal mar fe blished risk kmuts clear responsibihities and delegated authonties
together with other contral procedurcs

A number of Group Commuttees including the Group Risk Commuttee Assets & Liabulives Commutiee Audit Commitiee
Commercial Loans Risk Commuttee, Operational Risk Commintee and Group Capital Commitiee support the Company Board 1n the
effectine and of nsk

The key nisks and uncertainties faced by the Company are set out below
Credit rok

Credit nisk can be described as the nisk of customers or counterparties being unable to meet their financial obligations to the Company
as they become due

The Company faces this nisk 1n respect of corporates (commercial lend:ng) More detaris of the controls and processes in place to
address this nsk are set out m note 20 to the financial statements

The contralled management of credit nsk 1s entcal to the Group's overall strategy The Group has therefore embedded a
comprehensive and robust credit nisk management framework with clear hines of accountability and oversight as pan of s overall
govemnance framework The Group has effectine policies and procedures 10 denttfy control pate and ge credit resk
within the Group s nsk appetite

The Group Risk Commuittee 1s responsible for the management of the credst risk appeute that has been established by the Group
Board and for approving lending policy and sentng limuts on ereduit exposures which are monitored and reviewed on a monthly basis
The minutes of this committee are presented to the Group Board This committee s supported by an Executive sub-commitiee the
Commercial Loans Risk Commuttee

The Commercial Loans Risk Commuttee reviews indnidual commercial loans at levels mandated by the Board This may invalve
reviewing each case on a quarterly half yearly or annual bas:s

The Company adopts a responsible approach to tending and ensures that the servicing of the loan meets the customer s ability to
Tepay

The maximum credit nsk exposure 18 the book value 25 shown in the book and far value table in note 20 to the financial statements.
The Company's mest signaficant exposures 1o credit risk are loans secured on Uk commercial property

Market risk

Moarket nisk is the potential adverse change 1n Company income ar the value of Company net worth ansing from movements 1n
interest rates or other market prices

‘The Group s exposure to market risk 1s governed by the Group Board epproved Treasury and Financial Risks Management Policy
which sets out the nature of resks that may be taken and defines aggregate nsk imits Within this Policy the Group Board has
delegated responsiblity for the management and control of market rate nsk to the Assets & Liabilities Commuttee (ALCo) At each
meeting, ALCo reviews reports which show the Group s current and forecast exposure to market risks ogether with the results of
exiensive stress testing

The Soceety’s Treasury function s responsible for operational management of the Group s exposure to markes risk It achieves this by
taking advantage of natral hedpes ansmg within the Group s busimesses and transacting appsopnate hedgmg where no
natural hedges exist

More detals of the controls and processes in place to address this nsk are set out in note 20 to the financial statements




West Bromwich Commercial Limited

Directors’ report (continued)
Ligquidity risk

Liquidity risk ts the nsk that the Company either does not hasve sufficient financial resources to enable 1t to meet its obligauons as they
fall due or can secute such resources only al excessive cost These obligatons primanly include repayment of loan capital

The Cornpany s approach to management of this sk 15 described 1n note 20 to the financial statements
Operatzonal risk

Operational risk 15 the nsk of loss and/or negatin e impact to the Company resulting from nadequate or faxled internal processes or
systems nability to attract, retain end motivate people or from external events Responsibility for managing operational risks lies
with individual business areas who identify and assess risks 1n line with the predefined processes These msks are managed as an
integral part of the operations of the Company

bl d

Management have a to d how op | risk impacis their area of the bustness and for putting 1n place
controls or mitigating activities They are supported in this role by the Group s risk functions which enforce and ensure co ordination
of nsk assessment and resulting control activines The Group nisk funcions make cegular reports to the Audit Comminttee, the Group

Risk Commuttee and the Group Board

Dusclosure of inlormation to the auditor

The Dhrectors whe held office at the date of approval of th:s Drrectors’ report confirm that so far as they are each aware, there 15 no
relevant audit information of which the Company's auditor 15 unaware and each Director has taken all of the steps that they ought to
have taken as a Director 2o make themselves aware of any relevant audit snformation and to estabhish that the Company’s auditor 1s
gware of that information

Auditor

In accordance with the relevant sections of the Companies Act 2006 the Company has d
the auditor annually

p d with the reqe 10 re-app

Statement of Directors' responsibilities in respect of the Directors’ report and the financial statements

‘The Duzectors are responsible for prepanng the Dicectors' report and the financial statements 1n accordance with apphicable law and
regulations

Caompany law requires the Directors to prepare financial statements for each financial year Under that law they have elected to
prepare the f | n d with Intemational Financial Reporting Standards (IFRSs) as ad d by the Eurap
Unzon {(the EU) and applicable law

p

Under company law the Directors must not approve the financial statements unless they are sanisfied that they give a true and fair
view of the state of affairs of the Company and of the profit or foss of the Company for that period In prepaning these financal
statements, the Directors are required to

- select sutable accounting policies and then apply them consistenily
make judgments and estimates that are reasonable and prudent,
state whether they have been prepared in accordance with IFRSs as adopted by the EU and
prepare the financial statements on the geing cancemn basis unless 1t 1s tnappropnate 10 presume that the Cornpany will
contmug 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 accurncy at any time the financial positton of the Company and enable them to ensure that
the financial statements comply with the Companies Act 2006 They have general responsibility for tahing such steps as are
reasonably open to them 1o safeguard the assets of the Company end to prevent and detect fraud and other iregulanties

By order of the Board

A P Conroy
Director

24] 7 -




West Bromwich Commereial Limited

Independent auditor's report to the members of West Bromwich Commereial Linmted

We have audited the inancial statements of West Bromich Commarnaiad 1 imaied for the year ended 31 March 2013 st out on pages 6
1024 The finanaial reporting framework that Bas been applied m thor prepanition is apphcable Jaw and Iniemational Finam el
Reporting Standards {1t Kss) as adopied by tw, £ U

Thes report 13 madk. soluly 1o the Company's members s i body 1 accordance with Chaptor 3 of Pant 16 of the Compams Act 2006
Our audit work has beun undenakon so that we maght state (e the Companys moembirs thost matters wa ane regquared 1o stale (0 them
1w an audttor's reper and for po other purpose. To the fullust extent poomuited by law wo do not accepl or assum responsibility w
anyone other than e Company uad the Companys nwmbury, as a body for vur audu work for thes repon or For the epimons we
have formed

Respective responsibilities of Directors and auditor

As explaincd more fully in the statement of Directons’ responsibelites set out on page 4 the Threetons are rsponstble for the
preparation of the finanuial statements and for bemng satisfied that they g a tee and far view Our responsibility s to audit and
cxpress an opinon on the financial statements 10 accordance with upplicable law and Intemanonal Standards on Auding (UK and
Ircland) Those standards reguire us to comply with the Audiing Practices Board s | thica) Standards for Auditors

Scope of the audit of the financial statements

A deseniplion of the scope of an audut of fnancal staternents s provided on the Financadd Reporting Counutl ~ wibs, al
www fre org uklapditscopeukprivate

Oprmon on financial statements

In cur optnien the finanuial statements.

- pive g irue and fair view of the state of the Company's stfairs as at 31 March 2083 and of s 1oss for the yar thun ended
- have been properly prepared 1 accordance with [ RSy as adopied by the 1 U and

- have buen propancd in accordance with the requirements ot the Companics Act 2006

Opwmion on other matter prescribed by the Companses Al 2006

In our opinion the ivformation givan i the Directors ruport for the finuncial year tor which the bnancaal stalements an propared s
Lonsisinl wath the financial statements

Matters on which we are required to report by exception

W have nething 1o report in rapedt of the following matters where the Companics Act 2006 ruguires us g suport @ yau it an aur
opinion

- adiquate accouning records have not been kept o reiwms adequate for our audit have not been recarvad frum branches
not visiied by us or
the financidl statemunts are Aot in agreement wath the accountng records and retums or
ceriaun disclosures of Directon' remuneranon specificd by law ure not made or
wi have not recetved alk the indermation and explanations we regoire for our audl

/ L 3o sy 2017

Stmon Chark (Senior Statutory Auditor)

for and on behall of KPMG Audn P, Statutory Audiior
Chartered Acconntants

Om Snowhil]

Snow Hell Quevnsway

Bumingham

114 6GH




West Bromwich Commercial Limuted

Income statement
Jor the year ended 31 March 2013

Notes 2013 2012+

£'000 £000

Interess recenvable and simtlar income 2 £4,132 65 265
Interest expense and sumtlar charges 3 (59349%) {71 539)
Net interest expense {5.213) {6274)
Fair value gains/(losses) on financial instruments 1,548 (465)
Fees and commissions recetvable 616 888
Administrative expenses {2.547) (2 690)
Operaiing loss {5.596) (8 541)

Impairment {losses)/gains on loans and advances 1o customers & (15274) 8561
Impairment gains/{losses) on other financial assets 10 4,632 {11 133)
[ oss before tax 4 (16,238) (11 0B3}
Taxation [ {241) (2032)
Loss for the year (16,479) (13,115)

The loss for the year was derived whally from continwing operations
There has been no comprehensive income or expense other than the loss for the year (2612 £ml)

*Certain items have been reclassified for consistency of presentanon wath the current year  See note 21 for further detals

Statement of changes in equity
Jor the year ended 31 March 2013

Retained
Share capital earnings Total
£'000 £'000 £'000
Balance ai 1 April 2012 - {52,451) (52,451)
Loss for the year - (16,479} (16,479}
Balance al 31 March 2013 - {68 530 {68,930)
Retamed
Share capital camings Total
£000 £000 £'000
Balance at 1 April 2011 - (39,336} (39 336)
Loss for the year {13,115} (13 115)
Balance a 31 March 2012 - (52,351} (52,351}

The notes on pages 9 to 24 form part of these financial statements




West Bromwich Commeraial Limuted

Statement of financial position

ai 31 March 2013

Notes 2013 2012+

£'000 £000

Assets
Non-curreni assets
Loans and advances to customers ] 483,596 662 187
Deferred tax assets ¢ 6,368 6078
Other financial assets 1o 2,819 16 181
Denvative financial instruments {2 - 15,649
Total non-curren! assets 492,733 100 095
Current assets
Cash and eash equivalents 7 F{H] 18
Loans and advances to custetners 8 433,505 176659
Current tax assets - 562
Trade and other recervables i 845 387
Total current assets 434370 377,626
Total assets 917,103 1,077,721
Liabilities
Current habalities
Derrvanve financial instruments 12 - 1
Deemed loans I3 41,337 86 701
Current tax liabiluties 531 -
Trade and other payables 15 234 14 498
Total current Liabilites 42,102 101,200
Non-current labilities
Denvatise financial mstruments 12 - 17 196
Deemed loans 13 147,874 268 20%
Other interest beanng loans and borrowings M 806,057 743 567
Total non-currenl hiabiliies 953,931 1,028 972
Total luabilitzes 996,033 1,130 172
Net habihities {68,930} (52451
Lquity
Share capual I6 - -
Retained earmngs 17 (68,930) (52451)
Total equity {68,930) {52451

The notes on pages 9 to 24 form part of these financial statements

* Loans and advances to customers and deemed loans have been restated to exclude faur value adjustments recogmised in the
mdividual accounts of securitisation entilies on application of hedge accounung  The restatement has £nil impact on net habilities

Certain 1tems have been reclassified for consistency of presentation with the current year See note 21 for further details

These financial statements were approved by the Board of Directors on L‘-’— I 7 l 2013 and were signed on 1s behalf
by

A P Conray
Director
Company number 05285783




West Bromwich Commercial Limuted

Statement of cash flowns
for the year ended 31 March 2013

Notes 2013 2012*
£1000 £000

Cash flows [rom operaling activities
Loss before tax (16,238) (11083)
Arnortisatron of acquisition premiums 340 250
Impatrment losses/{gains) on loans and advances (o customers 15274 (8 591)
Impatrment (gains)losses on other financial assets {4,632) 11133
Movement in denvative financial instruments {1,548) 459
Change 1n carrying value of deemed loans 12,774 {28 336)
Net cash inflow/(outflow) from operating activitees before changes m 5970 {36 168)
operating assets and Lizbilities
Movement in loans and advances to customers 106,181 203 336
Movement in trade and other payables (14,264) 13165
Movement in trade and other receivables (458) 49
Net cash inflow from operating activities 97,429 180 382
Cash flows from investing activilies
Decrease in other financial assets 17,994 300
Net cash flows rom iy esling activities 17 994 300
Cash flows from financing octn ities
Reduction in deemned Ioans {178,473 (73,545)
Increase/{decrease} in other interest beanng loans and borrowangs 63,052 {107 154)
Net cash Nows from financing activities {115 421) {180 699)
Net decrease 1n cash and cash equnvalents 2 an
Cash and cash equivalents at beginning of year 18 33
Cash and cash equn alents at end of year 7 20 1§

All of the Company's taxation 15 paid or recerved by the ultimate parent company and recharged through the inter-group loan account

* Loans and advances to customers and deemed loans and the related cash Mlows, have been restated 10 exclude fair value
adjustments recognised in the individual accounts of secunitisation enuties on yf of hedye ng

Certazn rtems have been reclassified for consistency of presentation with the current year See note 21 for further detarls




West Bromwich Commercial Limited

Notes to the financial statements

1 Accounting policies

West Bromwich Commercial Limited (the Company) 1s a company incorporated tn the United kingdom

The Company is exempt by virtue of 5228 of the Companies Act 2006 from the requirement 10 prepare group financial statements
These financial statements present nformation about the Company as an individual undertaking and not about its group  The resulis
of the Company are consolidated 1n the financial statements of West Bromwich Buillding Society whose financial statements are
avalable from the address grven in note 18

The pringipal accounting pokrcies apphied consistently 1n the preparation of these financial statements are set out below

Basis of preparation

The financial statements have been prepared in accordance with International Mninancial Reporting Standards (IFRS) and its
intesprewatons as adopted by the Evropean Union (EU) and effective at 31 March 2013

The financial staternents have been prepared under the historical cost conyention as modified by the revaluation of denvatives at fair
value through profit or loss

The 1| are p d in pounds Sterling and except where otherwise md d have been ded 10 the nearest
thousand

Gomg concern

Notwithstanding the net labihity position the Company's main creditor, its ultmate parent undertzking, has indicated that it wall
continug 1o support the Company for the foreseeable future  The accounts have therefore been prepared on a going concern basis

Accounling des elopments

The foll g A g Standard d have been applied for the first tme in 2013
« Amendment 1o FFRS 7 Financial Instruments Disclosures {October 2010) which extends the scope of 1FRS 7 disclosures but does
not change the recognition or t of trar n the fi | st

« LAS 12 {revised) Income Taxes The application of this revised standard does not have a matertal impact on the financial
statements

The following Accounting Standard amendments were 1ssued but not effective for 2013
= 1AS 27 {revised) Separate Financral Statements  The amendment 13 effective for annual periods begimning on or after 1 January
2013 and endersed by the EU for application from | January 2014 The application of this 1evised standard 15 not expected to have
material impact on the financial statements
= IFRS 12 Disclosure of Interests in Other Entiies  The new standard ss effective for annual periods beginning on or after 1 January
2013 and endorsed by the EU for application from | January 2014 [t requires extensive disclosures with respect to interests in other
entiies Other than the additional disclosure requirements, the application of this new standard 15 not expected to have a sigmificant
tmpact on the financal staterments

iFRS 13 Fair Value Measurement  The new standard 1s effectin e for annual periods beginning on or after 1 January 2013 and
teplaces the existing FFRS guidance on fair value measurement with a single standard  Other than the additional disclosure
requirements the application of this new standard 15 not expected to have a significant impact on the financial statements
< IAS | (revised) Presentation of Financial § The dment 15 effectise for annual periods beginming on or after 1 July
2012 and revises the presentation of 1tems of other comprehensive tncome The application of this revised standard is not expected to
have a matenal impact on the financial statements
« Amendment to IFRS 7 Financial Instruments Disclosures {December 2011) The amendment 15 effective for annual penods
beginning on or after 1 January 2013 and requires disclosures about financial instruments which are offset 1n the statement of
financial pesition  The apphcation of this revised standard 1s not expected 1 have a matenial impact on the financial statements
« Amendment 10 IAS 32 Financial Instruments Presentation  The amendment 1s effective for annual penods beginring on or after 1
January 2014 and clanfies requirements for offsetting financial assets and financia) habthines The application of this revised standard
15 not expected to have a matenal impact on the financial statements

The following Accounting Standard was neisther adopted by the Evropean Umon nor effective for 2013

\ rd

IFRS 9 Fimnancial Instruments  This standard introduces new requtrements with respect to 1on and nent of
financial instrumnents  IFRS 915 subject to EU endorsement the tming of which 1s uncertain The standard 1s currently expected o
be effectne for annual penods begtnning on or after 1 January 2015 The Company 1s monitonng developments and considering the
associated impact cn the financtal statemenis

The Company did not carly-adopt any of the above in the financial year ended 31 March 2013




West Bromwich Commercaial Limited

Notes to the financial statements (contmued)

Secuniisation transachions

The Company has enteéred into secuntisation transactions 1n which 1t sells commercial mortgages to special purpose entities (SPEs)
In accordance with 1AS 39 the Company to grise securithised assets as loans and advances to customers and
consequently also shows a deemed loan hiability to the SPEs

Segmental reporting

As the business operates in one business segment and all business 15 conducted i the UK the Directors have decided not to present
segmental information

Interest recen able and expease

Interest receivable and expense are recognised in the income for alt at d cost or available for
sale using the effective interest method Interest income or expense on other financial mstrumenss s recogmsed within interest
recervable/interest payable Interest on impatred financial assets 1s calculated by applying the onginal effective interest rate of the
financtal asset to the carrying amount as reduced by eny allowance for impairment

Effective interest rate

The effective interest rate 1s the method used to calculate the amortised cost of financial instruments and 1o recogmise meerest
recervable or payable over the relevant peniod The effectise interest rate 1s the mate that exactly discouats estimated cash flows
(excluding credut losses) to zero through the expected Iife of the instrument The main impact for the Company relates to mortgage
advances where fees, such as apphcanon and arrangement fees, and costs are incorporated in the calculation This has the effect of
spreading these fees and costs osver the expected hife of the mortgage Expected lives are estimated using histonic dataand
management judgment and the calculauon 1s adjusted when zctual expenence differs from esumates with changes i deferred
amounts be:ng recognised immediately in the income statement

Feey and commissions recervable

Fees and commissions are generelly recogmised on an accruals basis when the service has been provided  Mortgzge arrangement fees
and other direct costs are deferred and recogrised as an adjustment to the effective interest rate on the loan  Comnussions aad fees
arsing from negotating or p E in the neg: of a trar with a third party ere recogmsed on completion of the
underlying wansaction




West Bromwich Commercial Limited

MNotes to the financial statements {continued)

] Accounting policies (conlinued}
Financial instruments

In accordance with IAS 39 all financial assets and lizbilities have to be recognised 1n the statement of financial position and
measured in accordance with their assigned category

a) Financial assets
Managemen determines the classificanon of its financial instruments at imugl recogniion  Purchases and sales of financial assets are
accounted for at serilement date

Financial assets ar farr value through profit or foss
The Company uses denvative financizl instruments to hedge 1ts exposure 10 interest rate risk ansing from operatioral financing and
mestment activities

Derivative financial instruments (both assets and liabilthies) are imtially recognised and subsequently held at fair vatue  the
statement of financtal position with changes (n thewr fair value going through the tncome statement However by applying the hedge
accounting rules set out 1n 1AS 39 the changes in fanr value of denvatives used 10 hedge particular nisks can be offset in the income
statement

The Company undertakes hedges of the fair value of recogmsed assets or habilities or unrecognised firm commutments (farr value
hedges)

Hedge accounting 15 used for denvatives designated 1n this way provided that certain critenia are met

1) Faur value hedges — Changes in the fair value of dervatives that are destgnated and quahfy as fair value hedges are recorded in the
ncome statement, together with any changes in the far value of the hedged asset or hab:hity that are atinbutable to the hedged nisk I
the hedge no longer meets the cniteria for hedge accounting, the adjustment to the carrying amouat of 2 hedyed 1tem for which the
effective interest method 15 used 15 amorused to profis oz less over the remaiming expected life of the previously hedged item

u) Denvatives that do not quahfy for hedge accounting — Certain denvativ e instruments do not quahify for hedge accounting Changes
1 the farr value of any deravative instrument that does not qualify for hedge asccounting are recognised immediately in the income
slatement

Loans and receivables

Loans and recervables are non-denvative financial assets with fixed or determinable payments that are not quoted in an active market
other than

those that the Company intends to sell immediately or 1n the short term which are classified as held for trading, and those that the
Company upon ittal recognition designates as at fair value through profit or loss or

these that the Company upon intial recogmition designates as available for sale or

those for which the holder may not recover subsianhaliy all of 1ts inatial inv estment, other than because of credit detenoration

Loans and receivables are imtially recogmised at fair valug — which ts the cash consideration to enginate or purchase the loan
ncluding any directly attnbutable transaction costs — and measured subsequently at amortised cost using the effective interest methad
‘The Company’s loans and advances to customers are classified as loans and receivables Interest on koans 1s included in the iIncome
statement and 15 reported as interest recewvable and similar income [n the case of an impairment the impairment loss 15 reporied as a
deduction from the carrying value of the loan and recognised in the income statement as impairtnent losses on loans and advances

b) Financial lubiisties
All financtal liabihties held by the Company are recognised instially at far value being the 1ssue proceeds, net of premia, discounts
and directly attnibutable tzansaction costs incurred

Financial liabilities are subsequently measured a1 amortised cost using the effective interest method except for those financial
habilises, for example denvative habiliies which are measured at fair value through profit or loss

Deemed loans

The loans and advances to customers legally sold by the Company 1o SPks fatl the derecogmition cnitena of JAS 39 as the Company
has retamed sigmificant nsk and rewards of ownership and therefore these loans remain on the statement of financial posihion  1AS 39
therefore requires the Company to recognise deemed loan fi | babab on its st of finzncial position These deemed
{oans imtially represent the consideration recerved by the Company in respect of the acquisiion and the beneficial ownership of the

1 b ad

secuntised loans and advances to customers and are subseq y adjusted due to repay made by the Company to the SPEs

The carmyang value of the deemed loans 13 assessed at the end of each accounting penod 1n line with the expected future cash flows of
the underlying assets




West Bromwich Commercial Limited

Motes to the financial statements (conttnued)

1 Accounhng pohicies (continned)

<} Imparrment of financral assets

The Company assesses at each year end date whether therc 1s objective evidence that a financial asset 13 tmpasred Objecive evidence
of imparment can be defined as one or more events occumnng afier the imteal recognstion of the asset that have an impact on the
esumated future cash flows of the financial asset that can be reliably estimated

1 the Company determines that no objective evidence of imparment exusts for an indivadually dfi | asset, whett
significant or not, 1t includes the asset in a group of financial asszts with similar eredit nsk charactenstics and collechively assesses
them for impairment  Assets that are individuatly assessed for smpairment, and for whick an smpairment loss 1s or continues 10 be
recogrsed are not included m a collective 2ssessment of impairment

If there 15 objectine evidence of an impairment of loans and receivables, the amount of the koss 1s measured as the difference between
the asset s camying amount and the present value of estimated future cash flows {excluding future credit losses that hase not been
mecurred) discounted at the financial asset s original effective intesest rate The amount of the loss 13 recognised 1n the income
statement

Where a loan rs not recoverable 1t 1s written off against the related provision for loan impairment once all the necessary procedures
have been completed and the amount of the toss has been determined  Subsequent recoy ertes of amounts previcusly written off
decrease the amount of impairment losses recorded in the income staternent

d) I 2 of fi { assets and liabal,

The Company’s policy 18 to derecognise financial assets when the contractual nght 10 the cash flows from the financial asset expires
The Company also derecogmises financial assets that 1t transfers to another party provided the transfer of the asset also transfers the
right to receive the cash flows of the fi | asset and sub lly all the nsks and rewards of ownership

The Company derecogmises financial habilities only when the obligation specified 1n the contract 18 discharged cancelled or has
expired

€) Offsetting financial invtruments
Fmancial assets and habilites cluding denvatines are offset and the net amount reported in the of fi | posit
when there 15 a legally enforceable right to set off the recognised amounts and where there 15 an intention 1o settle on a net basis or
reahise the asset and settle the hability simultaneously

Chash and cash equrvalents

For the purposes of the statement of cash flews cash compnises cash and bank balances repayable on demand Cash equivalents
compnise highly liqud investrments that are comvertible into cash with an insignificant risk of changes 1n value with maturines of 90
days or less

Taxaton

Tax on the losses for the year comprises current tax and deferred tax Income tax 1s recognised in the income statement except to the
extent that 11 relates 10 1tems recognised directly 1n equity in which case 11 15 recogrused 1n equaty

Cunent tax 15 the expected tax receivable/payable on the taxable cxpense/income for the year using the tax rate which applies to the
accounting peniad ending at the date of the statement of financtal posion and any adjustment to tax payable i respect of previous
years

Deferred tax 1s provtded in full, using the statement of financial pasition liabality meshod providing for temporary differences
between the carrying of assets and liab:! for fi | reporting purposes and the amounts used for taxation purpases

Deferred tax 1s determuined using tax rates (and laws) that have been substantively enacted by the year end date and are expected to
apply when the related deferred income tax asset 1s realised or the deferred meome tax habihity 1s settled

Deferred tax assets are recognised to the extem that it ts probable that future taxable profits will be avarlable agarnst which the
temparary differences can be utlised
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Notes to the financial statements (continued)

1 Accounting polictes (contnued)

Cnilical accouniing estinates and judgments v applying accounbing pohicies

The Company makes estimates and assumptions that affect the reported amounis of assets and habilities within the rext financial
year Estimates and judgments are continually evaluated and are based on tustoneal expenence and other factors including
expectations of future events that are believed to be reasonable under the cizeumnstances

Impairment losses on loans and advances

In accordance with the accouniing policy on page 12 the methodology and ptiens used for g both the amount and

nming of future cash flows are revsewed regularly to reduce any differences between loss estmates and actual loss experience Since
each loan 15 individually assessed for impairment, it 15 not practical to assess the impact of individual changes in assumptions

Deferred tax assets

A deferred tax asset 15 recognised 10 the extent that 1t 15 probable that future taxable profits will be available against which deductible
temporary differences can be utilised The recogrution of the deferred tax asset 15 dependent upon the proy, of future taxable
profits and future Is of g taxable temporary differences and it 13 necessary for management to evaluate whether the

deferred tax asset has arisen due to temporary factors or 15 instead indicative of a permanent decline i earnings

Based on ats analysis managemen has determined that the tax losses held by the Company pnmanly result from the recent economic
downturn The commercial property and crednt market conditzons in existence durtng the UK recession led to mcreases in credit
losses and cor margins Mar has made detailed forecasts of future taxable income 1n order to determine that profits
will be avaulable to offset the deferred tax assets These projections are based on business plans and the current economic situation

The assumptions surrounding future expected credit losses and changes in interest rates represent the most subjectrve areas of
Judgment wn t gement s proj of future taxable profits Management's forecasts support the assumption that it s probable
that the results of future operations will generate sufficient taxable income to utihisc the defemmed tax assets and 1t is on thus basis that
the deferred tax assets haie been recognised Deferred tax has been recognised at 23% being the rate substantively enacted at the
date of the statement of financial posation
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Motes to the financial statements (continued)

2 Enterest recen able and similar income

On loans and advances
Ar n of 100 pr

Interest recervable on unpaired assets was £20 351 000 (2012 £19,654 000)

3 Interest expense and similar charges

On loan from parent undertaking
On deemed loans

4 1 oss before tax
Loss before tax 1s stated after charging

Auditor's remuneration audit services

5 Information regarding Directors rnd employees

Directors

2013 2012
£'000 £000
54,472 65 515
(3%0) (250)
54,132 65,265
2013 2012
£'000 £000
43,985 30135
15391 21 404
59,345 71 539
2013 2012
£'000 £000
28 19

None of the Directors recerved any emoluments for their qualifying services to West Bromwich Commercial Limited

dunnyg the year ended 31 March 2013 or the preceding year

Emplo ces

The average number of persons {excluding Directors) employed direcily by the Company dunng the year was nil (2012
ml) The aggregate payroll costs duning the year ended 31 March 2013 were £ml (2012 £nil)

6 Tnxation

UK corporation tax at 24% (2012 26%)
Corporation tax - adjustment 1n respect of prior years
Total current tax
Deferred tax {note )

Curmrent year

Ad)justment in respect of prior periods
Total tax charge

The tax charge 1 recanciled to the loss before tax 1n the income statement as follows

Loss before tax

Loss before tax muluplied by the Uk dard rate of 1ax of 24% (2012 26%)
Lifects of

Expenses not deducuble for tax purposes

Adjustment in respect of pnor years

Changes 10 tax rate

Tax charge

2013 2012
£'000 £000
(2,201) (2732)
2,732 2,836

531 154
(1,418) 358
1128 1520
241 2,032
2013 2612
£'000 £1000

{16,238) (11,083)
(3,897) (2 882)

1 1
3,860 4406
277 507
241 2032
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Notes to the financial statements {continued)

Cash and cash equivalents 1013 2012
£'060 £000
Bank deposits 20 18
Loans and advances to customers M3 2012+
£'000 £000

Repayable in
Less than 1 year 433,505 376659
1 to 5 years 304,302 366 574
Over 5 years 139,621 360255
977,428 1103 488
Effective 1nterest raie adjustment 2,453 2793
Impairment provisions {621,830) {67 435)
917,051 1,038 846

* Loans and advances to customers and deemed loans have been restated 10 exclude fair value adjustments recognised in
the indisidual accounts of secuniisaion entities on application of hedge acconnting

Allowance for losses on Ipans and advances

[ndn idual Collectne
Provision provision Total
£'000 £'000 £'000

At | Apnil 2012 52557 14878 67,435

Amounts written off’ (13123} - {13,123)
Charge/{Credu) for the year comprnising

Provisionf{Release} for loan impairment 12641 (5685) 6,956
Provision/(Release) in excess of the securitisation first loss 4087 (2286) 1,801

Change in carrying value of deemed loans 16155 (9 399) 6,756
Adjustment to provissons resulting from recovenes (239) {239)
Charge/(Credit) for the year 32,644 (17.370) 15274
Deemed loans {16 155) 9399 {6,756}
AL31 March 2013 55,923 6,907 62,830

The allowance for losses on loans and advances includes £15,562 000 sgmnst loans 1 secuntisanion entshies (Sandwell
Commercial Finance No 1 Ple £2 89) 000 and Sandwell Commercial Finance No 2 Ple £12671000) The carrying

value of the deerned loans has been reduced by an equivalent amount

Indvidual Collective
provision provision Total
£000 £000 £000

AL April 2011 51523 9365 60 888
Amounts wniten off {13 198) - {13 198)
Credit for the year compnsing
Prevision for loan tmpaurment 3108 3,121 6231
Provision in excess of the secunnsation first loss 11124 2390 13514
Change 1n carrying value of deemed loans (IE518) {2 813) (28 336)
Credit for the year {4 288) (3,303) {8 591)
Deemed loans 18 518 98i8 28 336
At 31 March 2012 52 357 14,873 67 435
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Motes to the financial statements (continued)

10

Delerred tax

Deferred tax ts calculated on all temporary differences under the hability method using an effective tax rate of 23%
(2012 24%)

The movement on the deferred tax account 18 as follows

2013 2012

£'000 £000
Al beginming of year 6,078 7936
Current year tncome statement credit/{charge) 1,418 (358)
Adjustments in respect of pnier years (1,128) {1,520)
At end of year 6,368 6,078
Deferred tax assets are attnbutable to the following items

2013 2012

£'000 £000
Tiuning difference in respect of recogniion of arrangement fee income a8 122
Carnied forward tax losses 6,280 5,956

6,368 6078

Deferred tax assets are recogmised only to the extent that realisation of the related tax benefit against future taxable
profits 15 probable over the foreseeable future The deferred tax assats have not been discounted

Deferred tax assets have been calculated at 23% (2012 24%) being the rate substantively enacted at the statement of
financia! position date  The rate of corporation 1ax will be further reduced by 2% to 21% by | Apnl 2014 and a further
1% to 20% by 1 Apnl 2015  As the further reducuons were not substantively enacted by 31 March 2013 the impact of
the anticipated rate changes ts not reflected tn the 1ax provisions reported in these accounts  If the deferred tax assets of
the Company were to reverse after 1 April 2015 the effect of the changes from 23% te 20% would be to reduce the
deferred tax asset by £831 000 To the extent that the deferred 1ax reverses more quickly than thes the impact of the
fusther rate changes on the deferred 1ax asset will be reduced

Other financial assets 2013 2012
£'000 £1000

Balances owed by related parues 12,548 33553
Imparrment provisions {9,729) {17372)
2,319 16,181

Provision

£000

At] Apnl 2012 17372
Unlisanon {3,011)
Credit for the year {4 632)
Al 31 March 2013 9=719

Balances owed by related parties nclude a £2 750 000 {2012 £2 750 000) subordinated loan and 8 £357 000 (2012
£357 000) start up loan to Sandwell Commercial Finance No 1 Ple (Sandwell 1} These attract interest at 3 month
1IBOR plus 5% and 2 5% respectively They include a £5 250 000 (2012 £5 250 000) subordinated loan and a £rl
{2012 £ml) start up loan to Sandwell Commercial Finance No 2 Ple (Sandwell 2) These attract interest at 3 month
LIBOR plus 5% and 2 5% respectively The subordinated loans have contractual matunties 1n 2039 and 2040 but would
be repayable should the SPEs be wound up before that tme  The start up loan to Sandwell 1 13 now fully repayable
once cash flows allow and the start up loan 10 Sandwell 2 has been fully repaid

The recoverability of balances owed by related parties 13 reviewed regularly and where management believes the full
amount may not be recoverable appropriale provisions are made
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iz

15

16

Trade and other recervables 2013 2012
£'000 £000
Other receivables 45 387

Derivative financial instruments

National Farr values
principal Assets Liabilities
2013 2013 2013
£000 £'000 £'000
Dermatnes held for hedging
Denvatives designated as fair value hedges - - -
Notionat Farr values
principal amount Assets Liabilities.
2012 2012 2012
£000 1£'000 £000
Denvatives held for hedging
Dennvatives designated as fair value hedges 175 249 15,649 {17.197)
Deemed loans 2013 20E2*
£9000 £000
Repayable 1n
Less than {2 months 41,337 86 701
1to 2 years 28,653 14 835
2to 5years 62,520 136327
Ouer 5 years 72,263 145383
Carrying value adjustment (note 8) _(15,562) {28 316)
189,211 354 910
* Loans and advences to customers and deemed loans have been  to exclude fair value ad, r d in

the individual accounts of securitisatien entities on application of hedge accounting

Other interest bearing loans and borrowings 2013 2012
£'000 £00¢
Amounts owed to parent undertaking 306,057 743 567

The amount due to the parent undertaking attracts interest at a rate of 3 month LIBOR plus 1 5%% (2012 3 month LIBOR
plus | 5%) It has no fixed repayment date  However this forms part of the long term financtng of 1the Company and 18
considered to be due after more than one year

Trade and other payables 2013 2012
£000 £000
(nher payables 234 14 493
Share capital 013 2012
|4 £

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

ANotted, called up and fulh, pard
2 ordinary shares of 1 each 2 2

Capital disclosures

The Company 15 not subject to externally imposed capital requirements in either the current or prior year The Company
manages its ordinary share capital in order that there 1s sufficient caputal in the opinion of the Directors 10 support the
transactions and leve! of business undertaken by the Company
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17 Retained earnmgs 2013 2012
£'000 £000
At beginrung of year (52,451) (39336)
Loss for the year (16:479) (13,115)
At end of year (68,930) (52,451)
18 Ultimate parent undertaking

The entire share capital of the Company 1s owned by West Bromwich Building Society (the Society) the ultimate parent
undertaking and controlling party a buitding saciety regisiered under the Building Societies Act 1986 A copy of the
Group financial statements may be obtained from the registered office 374 High Street West Bromwach, B70 SLR. the
Group and the Company's principal place of business

19 Related party transactions

1) Parent and nlimate controlling party
The parent and ulumate controlling undertaking 15 detarled m note 18 to the financial statements

) Transactions with key management personne!
The Board considers key management personnel to compnse Directars Deta:ls of Directors emoluments are disclosed
mnote 5 There have been no with key management personnel and their close farily members dunng the

current or prior year

w} ‘Fransactions with Group uadertakings
Staff and
loterest Interest other  SiafTand other
prd pad recharges recharges
3 2012 2013 2012
£'000 £000 £'000 £000
West Bromwich Building Socieny 43,954 50 135 2,547 2 650
Loans owed Loans owed
to Group te Group
undertnkings untdertakings
2013 2012
£'000 £'000
West Bromwich Butlding Society 805 057 742 567

Interest accrues on outstanding balances at a transfer price agreed between West Bromwich Building Society and tts.
subsidianes.

The Company undertook the following transactions with special purpose entities dunng the year

Interest Interest Fees Fees

recened tecened recened recerved

2013 2012 2013 2012

1'000 £000 £000 £000

Sandwell Commercial Finance No 1 Ple 170 175 1s 138
Sandwell Commercial Finance Ne 2 Plc 302 797 227 267
Sandwell Commercial Fanance No 3 Lamited 398 357 150 306

At the year end the following balances were outsianding with special purpose entiies

Deemed 1 oars owed Loans owed

Deemed loan by Group by Group

loan habiity babibity  undertakings undertakings

2013 2012 2013 2012

£'000 £000 £000 £'000

Sandwell Commerctal Finance No 1 Ple 66,370 79300 3,851 3 680
Sandwell Commercsal Finance No 2 Ple 122,841 146 984 8673 8918
Sandwell Commerctal Finance No 3 1 imited - 128 626 - 20930
Sandwell Finance Holdings Limuted . - 25 25
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Financial instruments

A financial instrumnent 15 a contraet that grves nise |o a financia) asset of one entity and a financial hability or equity of
another entity  The Company 15 & retaler of financral tnstruments, mainly 1n the form of commercial mortgages The
firancial nisks of the Company are managed as panl of a group arrangement with 1ts parent West Bromwich Building
Society (the Society) which uses wholesale financial instruments 1o invest hquid asset balances and raise wholesale
funding, and to manage the nsks ansing from 1ts and 11 subsidiary operations

As aresult of these actovities the Company 15 exposed to a vanety of nisks, the most significant of which are market sk
{principally interest rate nsk) credit nsk and Liquidity nsk

The Company’s fi | comprise p pally of loans and advances to customers, amounts owed to Group
undertakings and cash and cash equivalents

Market risk

Market rsk 15 the potential adverse change in Company income or the value of Company net worth ansing from
mavements in interest rates or other market pnces  The Company recogmises that the effective management of market
nisk 1s essennal to the maintenance of stable earmings and the preservation of shareholder value

The Company s exposure to market nsk 1s governed by a policy approved by the Group Board This policy sets out the
nature of nsk which may be taken and aggregate risk Limus At each meeting the Assets & Liabiities Commuttee (ALCo)
reviews reports showing the Group s exposure 1o market and liquidity nsks

The Group’s exposure to market risk 1s managed by the Group's Treasury department by using approprate hedging
nstnaments or by taking advantage of natural hedges antsing or existing within the Group s businesses Market rsk 18
managed within a clearly defined framework of policy imits and 11 1s measured and reporied using a varety of
techniques according to the appropr of the techntque to the exposure c d The techmques used include

interest rate gap anatysis basis risk analysis, scenanio analysts, net interest income and market value sensitivity analysis

[nterest rate risk

Due to the natuse of 1ts funding arrangements with its parent (loans effectively se price 81 each quarterly interest payment
date) the Company has no sigmificant interest rate re pneing exposure

Credit nsk

Credu nisk 15 the risk that a customer or counterparty will not be able to meet its obligatons to the Company &s they
become due Credit nisk anses pnmanly from loans to commercial customers

The Group Risk Commuttee 15 responsible for the of the ¢redit sk appetite that has been established by the
Group Board and for approvang lending policy and setting limits on credit exposures which are monitered and reviewed
on a monthly basis The minutes of this commutiee are presented to the Group Board This commuttee 15 supported by an
Executive sub-committee the Commercial Loans Risk Comnurtee

The Commeraial Loans Risk Commuttee reviews individual commercial loans at levels mandated by the Board This may
mvolve reviewng each case on a quarterly hatf yearly or annial basis

The Company adopts a responsible 2pproach to lending and ensures that the senvicing of the loan meets the customer s
abiity to repay

The maxmum credit nsk exposure ts the book value as shown m the book and fair value table on page 23




West Bromwich Commercial Litnted

Notes to the financial statements {continued)

20

Financral instruments (¢continned)

The table below shows an analysis of the commerc:al loan portfolio by type of loan

Concentrntion by loan type

Lozns secured on commercial praperty
Loans to housing associations

Loans secured on residentiat property
Gross balances

Impatrment provisions

Effective intecest rate adjustment

The analysis of loans d on cor | property by industry type 15 as follows

Healtheare and leisure
Industnal and warehouse
Office

Retail

Other

The average indexed loan to value 15 121 (% (2012 112 0%)

The 1able below shows the geographic spread of the commercia! loan portfolio at the year end date

East Angha
East Midlands
Greater London
Northemn Ireland
North

North West
Scotland

South East
South West
Wales

West Midlands
Yorkshire

20

2013 2012
£'000 £000
948,258 1035236
57 65
29,113 63,187
977,428 1103 488
(62,830} (67 435)
2,453 2793
917,051 | 038,846
2013 2012
£'000 £000
219,973 228713
59,683 58 741
167,953 193 520
474,298 547,993
26,351 6,268
948,258 1,035,236
2013 2012
£1000 £000
13,735 24,144
£1,282 65,263
178,746 227,774
3 31
56,061 58123
240,890 245 548
20,834 19553
163,077 194 256
61,263 67 224
28,112 37493
23,993 95 233
£9,404 68 846
977,428 1,103 488
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Financial mstrements (continued)

The table below provides further information on the Company’s loans and advances to customers by payment due status
at 31 March 2013

2013 2012
£'000 £'000
Loans neither past due or impared 589,848 748,198
Not past due but impnired 176,558 161 009
Past due but not impaired
Past due up to 3 months 52397 10 462
Past due 3 to 6 months 901 2024
Past due 6 t¢ 12 months 1,540 918
Past due over 12 months 24,580 18 321
Tmpawed
Past due up to 3 months 6,440 20919
Past due 3 to 6 months 9,757 16 184
Past due 6 to 12 months 17,242 9479
Past due over 12 months 98,165 115974
977 428 1103 488

The following table ndicates collateral held aganst commercial loans and advances to customers

Vatue of collateral held {unindexed) 2013 2012
£'000 £'000

Not impaired 833,567 999,895
Impared 218,738 267,460
1,052,305 1 267 355

‘The collateral held consists of properties land or other guarantees or cash included within the above categones The use
of such collateral 1s 1n line with the terms that are usua! and customary to standard lending activities

The table below analyses commercial mortgage balances with renegotiated terms at the year end date

Term
Arrang, Capiialisation t Total
L1000 £000 £000 £'000
Loans neither past due or impawred - - 16 984 16,984
Not past due but inpaired - 10314 377 10,691
Past due bul not tmpaired
Past due up to 3 months 3736 - 3,736
Past due 3 to 6 months - - 901 901
Past due over 12 months 31235 - 3.23%
Impaired
Past due over 12 months 11322 - - 11,322
18,293 10,314 18,262 46,869
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20 Finzncial instruments {(continued)

1 iquidity nsk

Liquidity nisk 1s the risk that the Company 1s not able to meet its financial obligations as they fall due or can oaly do 5o & excessive
cost The Company's iquidity policy 1s to mantain sufficient hquid resources to cover cash flow imbalances and fluctuations m
funding and to enable the Company lo meet its financial cbligations This ts achieved as part of the Group liquidity management
process, through mantaimng a prudent level of iquid assets wholesale funding facthties inter group loans and through management

cantrol of the growth of the business  Further information on the Group's nsk management process 15 provided in the West

Bromwich Building Sceiety Annual Report and Accounts

The table below analyses the Company's zssets and habilities across matunty penods that reflect the residual duration from the year
end date to the contractual matunity date  The actual repayment profile of loans and advances 1s hiksly to be sigmificantly different to

that shown in the analysis

Leas than Oher 8 No spealfic
12 monthe 1102 vears 2105 vcany ycars matenty Total
£ 000 £'000 £000 £ 000 000 £'000
At 31 March 2013
Assets
Cash and cash equi alents 0 - - - 0
Loans and eds ances o cuslomers 431,505 46,991 181310 239,621 {6037 917051
Other financizl assets - - - 1548 {9729 2,319
Defarred eax nascts - - - - 6368 6,368
Trade and other recers ables - - - - 845 845
433,528 46,952 251,310 251 169 (62.893) 927 103
Liatmlities and cquiny
Decred loans 41,337 28,653 62,520 72263 (15,562) 189211
Other 1ntenest beanng leans end berrowings - B0G 057 BO6.05T
Current tax liabililies - 531 53
Trade and other payables - 234 134
Equiy - {68 930) 163,930}
11,337 28,683 52520 72,263 712330 927 103
At 31 March 2012
Agscts
Cash and cash cquinalnts 18 - 18
Loans and adv ances to customers 375 659 123392 3182 360,253 {64 642) 1 038 Bd6
Other finsctal aisets - 33,553 (17372) 16 181
Dertvative finaneial itstruments - 15 649 135 649
Current tex aascts 462 562
Deferved tax asseis 6078 6078
Trade ad other reoen ables - - 337 387
376677 123392 243 182 40% 457 {H987) 1077 721
Liabilitics and equsty
Dotmed loans 26701 14 833 136327 1435383 (2836) 354910
Dom ative financial instrumenty I k286 4727 11183 17197
Orther interesi beanng loans end bormowangs. - 743 567 743 567
Trade and othar pavables 1+ 498 14498
Equiby - {52451) {52451)
86 702 [6121 E41 034 138 566 677,278 1077721

Gross contractual cash flows

The Company s only sigmficant financial liabilities are amounts owed 1o Group undemakings These habilines are subject to formal
Toan arrangements, which have ne scheduled repayment terms  These loans are repayable upon West Brorwnch Building Society
grving the Company three calendar months' wntten notice  However 2o such notice will be given whalst the Company remains a

wholly owned subsidiary of West Bromwich Building Society

Cash and cash cquivalents are held with an AA rated bank

22




West Bromwich Commereial Limited

Motes to the financial statements (continued)

20

Financal instruments {¢ostioued)

Fair vatues of financinl assets and Minancal habilites

The tables below gre a companison of the book and fair values of the Company s financtal instruments by category at the
reparting date Where avmlable market values have been used to determine fair values Where market vatues are not
available, fair values have been calculated by discounting cash flows at prevaling interest rates

Financinl assets

Loans and advances to customers.
Cash and cash equivalents

Orher financial assets

Financial habilities held at amortised cost
Other interest beanng loans and bosrow ings
Deemed loans

a) Loans and advances to customers
The farr value of loans and advances to

Book value

2013
£9000

917,051
20
2,81%

806,057
189,211

bas been cal

Fair value
2013
£000

899,618
20
2,819

806,057
18%.211

Book value
2012
£000

1,038 846

18
16 181

743 567
354 10

Fair value
2012
£000

1032776
18
16181

743 567
354 910

d on an imdividual loan basts taking into account

factors such as impatrment and interest rates |t is not considered appropriate to value them collectively as a portfolio

sale

15 d on an

valued on a basis which makes allowances for anticipated losses over the remamning hfe of the loans

b) Other interest bearing loans and borrowings

d loss bass except to the exten: that acquired mongage books have been fair

The fair value of other interest beaning loans and bomowings 15 assumed to equal book value as there s no fixed

repayment profile

¢} Deemed loans

The deemed loans are ngt of provisions for impairment  The estimated fair value represents the discounted amount of
estimated future cash flows expecied to be received  Expected cash flows are discounted at current market rates to

determine fair value

The following table summarises the {far value measurement basis used for assets and habilities held on the statement of

financial posiuon ai far value

Fmancl nssets
Dersvative financia! instruments

Financial iabilities
Dernvative financial instruments

Financial assets
Derivatve financial instruments

Financial habiliies
Denvative financial mstruments

Level 1 Level 2 Level 3 Total
03 2013 2013 2013
£'000 £'000 £'000 £000

Level | Lesel 2 Lesel3 Total
2012 2012 2012 2012
£000 £000 £'000 £000

- 15 649 - 15,649
- 17,197 17,197

Level 1 Quoted prices (unad) d) 1n actine

for 1dentical assets or kabilnes

Level 2 Valuation techniques where all inputs are taken from observable market data, cither directly

{1e asprices) or indirectly (1 e dernved from prices)

Level 3 Valuation techmques where sigmficant urputs are not based on observable market data None of the Company s
financsal assets or habilitres are valued using this techmque

Valuation techmques mnclude net present value and discounted cash flow models companson to sinular instruments for

which market observable pnces exist and other

models A

and market observable inputs used in

valuation techmiques include nsk free and benchrark interest rates equity index prices and expected price volatiliies
The objectsve of valuation techrigues 1s to amve at a fair value determination that reflects the pnce of the financaal
tnstrument at the reporing date that would have been determined by market participants acting at am s length

Observable pnices are those that have been seen either from counterparties or from market pricing sources including
Bloomberg The use of these depends upon the hiquedity of the relevant market
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Recl. 1 ol 2052 bal.

Dunng the year the Directors have reviewed the eppropnate presentation of balances wathin the income staternent and
the statement of finzncial posiion As a result of the review changes have been made 1o the presentation of certain

items  The comparative figures for the year ended 31 March 2012 have been reclassified to provide comparable numbers
on which to assess the financial performance and posihon of the Company for the year ended 31 March 2013 The

reclass:fications are detmled below
Impact of reclassifiaction
Income statemnent for the year ended 31 March 2012

Encrease in interest receivable and simitar tncome
Increase 1n anterest expense and similar charges
Faur value losses on financtal instruments

Dy 1n fees and recevable
Impact on operaung loss and Joss for the year

Statement of financial positien at 31 March 2012

Decrease in trade and other recevables

Increase in trade and other payables

Deerease in other interest bearing loans and barrowings
Impact on net habtlities and equity

24

2012
£000

1662
(725)
(465)
(472)

(2301
(1384)

3,685




