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Highlights of the year

. to £1.2bn
for the first time in the Group’s history, Loan book increased

increasing by 17.2% on prior year of £1bn by 24.4% to £2,240.9m at 30 o
June 2017 (2016: £1,800.7m) "

Lending volumes 2 4 1 O /
increased + ® O

The Group’s funding facilities increased
£402m over the year to
£2,046m (2016: £1,644m)

Underlying profit before tax ‘
(PBT) increased by 29.7% to a record £117.1m i
for the year to 30 June 2017 (2016: £90.3m). + £4O 2 m

Statutory PBT £94.1m (2016: £90.3m)

2017 2016
Underlying profit before taxation (£Em)® 1171 90.3
Statutory profit before taxation (£m) 941 90.3
Impairment charge (£m) 7.4 13.8
Loans and advances to customers (£m) 2,240.9 1,800.7
Shareholder funds (Em)® 651.6 575.0
Underlying return on equity (%)® 15.8 13.6

(1) Underlying PBT excludes one-off refinancing and transaction costs of £23.0m
(2) Includes shareholder loans and notes of £23.2m (2016: £60.0m)_

(3) Return on equity is adjusted to include shareholder loans and notes within equity and for one-off reﬁhancing‘ and transaction costs.

Historic growth in underlying profit before tax/loan book
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Highlights of the year (continued)

94.5%

Of gross customer balances,
94.5% had an indexed LTV

originations remaining stable at 57.1% .
charge on prior year

of 85% or less _ HrE)

57.1% 1 46.4%

weighted average LTVs of new I Pl ’ | P L
EHHHE reduction in impairment

We have opened up our P
first-charge residential L
mortgage range and L
common-sense approach
to broker networks and
mortgage clubs across
the UK

Majority sharéholders increased voting
shareholding from 70% to 100%

Continuing growth in lending volumes with LTVs remaining consistently-low
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Chairman’s statement

The willingness of the majority shareholders to acquire the
remaining shares of the Group is a clear demonstration of
their belief in the Group’s growth strategy and prospects.

The Together Group has delivered a new performance
record for the year ended 30 June 2017, delivering
sustained growth in lending volumes and profitability,
while we continue to focus on the quality of loan
originations and delivering improvements in loan book
performance. Our programme of significant investment
across our business functions has accelerated, reinforcing
our ability to deliver a scalable and compliant sales and
operational platform, underpinned by strong governance,
to support our future growth ambitions.

Ownership structure

During the year the existing majority shareholders
completed a buyout of the 30% voting interest in the
Group formerly held by Equistone Partners and Standard
Life Investments (the Funds).

The Funds have been supportive partners of Together
since they made their minority investment in 2006.

Given the continued strong performance of the Group,
and in line with the typical tenor of such investments,

the Funds approached the Group and its shareholders to
seek assistance in exiting their investment. On 2 November
2016 the existing majority shareholders acquired the
Funds’ interests, increasing their ultimate voting interest

in Together to 100%.

The willingness of the majority shareholders to acquire the

remaining shares of the Group is a clear demonstration of
their belief in the Group’s growth strategy and prospects.

Mike McTighe
Chairman

Performance

I am pleased to report another record set of results for

the Group for the year to 30 June 2017. Once again the
business has performed strongly in terms of both financial
performance and business development, recording an
underlying profit before tax of £117.1m, up 29.7% on last
year. (Profit before tax on a statutory basis was £94.1m
compared with £90.3m in 2016.) This is testament to our
strategy of enhancing our position as a respected specialist
secured lender building value for our shareholders.

We do this by focusing on areas of the mortgage market
which are under-served by traditional lenders, to increase
lending and returns while maintaining a prudent risk
profile. As a result, the value of our loan book has reached
new levels and now stands at £2.24bn (2016: £1.80bn)
with an indexed weighted-average loan-to value of 53.4%
(2016: 52.6%). Loan originations in the year totalled
£1,185.4m (2016: £1,011.5m), equivalent to an average
of £98.8m a month. This growth has been achieved
without compromising underwriting quality and while
maintaining a low weighted-average origination loan-to-
value of 57.1% (2016: 57.1%).




Chairman’s statement — performance (continued)

Underpinning this growth has been a corresponding
increase in the scale, depth and diversity of our funding
structure. During the year the Group’s £300m senior
secured notes were repaid and £575m was successfully
issued, £375m maturing in 2021 and the remainder

in 2024. A new asset-backed facility, Delta, was introduced
for up to £90m and our revolving credit facility was
increased and extended. In the course of these financing
activities Goldman Sachs and Credit Suisse were
introduced as new funding providers.

Customers

A common-sense approach to lending is central to
delivering straightforward solutions and positive
outcomes for customers. We look beyond mainstream
lending criteria to turn challenges into opportunities
for all our customers, including those who need a more
tailored approach. We have always put our people’s
experience and their understanding of our customers’
needs at the forefront of our decision-making process.

Corporate governance

The Board of Directors, led by our non-executive
directors, has the responsibility to ensure our governance
structures remain robust and there is sufficient resource
to support our growth plans and changes in the
regulatory environment.

As a result it established separate subsidiary boards to
manage our Personal Finance and Commercial Finance
businesses. These provided greater executive bandwidth
to support the Group Board, with the Personal Finance
Board having specific responsibility for our extended
FCA regulated business. Over the last year the subsidiary
boards have been actively developing the governance
procedures, reporting and controls appropriate to their
respective businesses and increasingly operate with
greater authority and focus. This will leave us well placed
for the implementation across the financial services
industry of the Senior Managers Regime, which the

FCA is expected to complete in 2018.
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Board changes during year

The only changes to the Group Board this year have

been the appointment of Pete Ball, CEO of the Personal
Finance business, and the resignation of Steve O’Hare who
represented the Funds prior to their exit. We thank Steve
for his service and contribution.

Following a number of appointments to the Group and
subsidiary Boards last year, I am pleased to say that the
extensive financial services experience and leadership
they bring is significantly benefitting the development
of the Group, the implementation of its new governance
structure and shaping our strategy.

Investment in networks

We have opened up our first charge residential mortgages
to broker networks and mortgage clubs across the UK to
allow more brokers to have direct access to our products
and common-sense approach. To support the launch,

we have enhanced our online portal, My Broker Venue,
making it quicker and more intuitive for brokers to use,
and including a full, instant, decision-in-principle.

Investment in IT

Our programme of significant investment has
accelerated to support the growth ambitions of the
Group. We continually invest in our infrastructure,
updating hardware and software to increase the speed,
capacity, resilience and flexibility of our platforms.

The investment is to support the growth in scale and
scope of our business. We have also enhanced our
system security, providing greater protection against
cyber attacks.

5:7. 1%

Loan book growth has been
achieved without compromising
underwriting quality and while
maintaining a low weighted average
LTV of originations of 57.1%.




Chairman’s statement (continued)

Our programme of significant investment has accelerated
to support the growth ambitions of the Group.

Investment in our processes

We have substantially increased investment in new
digital channels, with a direct-to-market capability

for auction finance business, a market-leading portal
for commercial bridging brokers and the most fully-
functional program-interface capability in the market to
integrate packaging brokers. Our customer-relationship
management systems have undergone transformational
changes supporting our multi-channel sales and service
strategy, considerably improving efficiency in these areas.
We continue to invest in our enterprise data warehouse
and analytics capability to deliver real-time insight to
support marketing, sales and operational functions.

Investment in our people

" Investment in the quality of our people has continued
through a focus on the learning and development of
existing colleagues and bringing in additional experienced
management and operational colleagues to support the
growth ambitions of the business.

Regulatory environment

Certain subsidiaries within the Personal Finance business
are regulated by the FCA and the Group maintains close
control of its compliance with regulatory requirements.

We believe the most proactive means of ensuring
long-term compliance and to build a successful business
is continually to seek ways to embed positive customer-
focused culture and conduct within our business
practices. Our employees undertake appropriate training
which is supported by operational quality assurance,
compliance reviews and internal audit. We also actively
utilise employee and customer surveys along with the
assessment and analysis of any complaints we receive.
Changing regulatory requirements and expectations are
fully supported by our investment programme to ensure
continued compliance.

Establishing our brand

Last year we created the Together brand, bringing

all our businesses together under one common identity
and trading name to further establish our presence in the
marketplace and create a platform for building greater
brand awareness. This year, we have consolidated this
by changing the company names of our key operating
entities. The holding company for our operating activities,
Jerrold Holdings Limited, is now named Together
Financial Services Limited, our key retail subsidiary,
Cheshire Mortgage Corporation Limited, is now Together
Personal Finance Limited, and our commercial subsidiary
Lancashire Mortgage Corporation Limited is now
Together Commercial Finance Limited. In addition,

we have enhanced the brand to encompass our message
of common-sense lending, the single theme which guides
everything we do. We are also excited to announce our
sponsorship of the Sale Sharks rugby team.

¢
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Chairman’s statement (continued)

Culture

In continually seeking to improve across all areas of our
business, we have worked with our colleagues to firmly
establish our vision, mission and beliefs, ensuring that
we have a unified approach. What we aim to do is put
the common sense into lending and to turn challenges
into opportunities that make our customers’ financial
ambitions accessible. To this end, we have set out

a programme called ‘Play Your Part’ which we are
embedding into the culture of the Group. Colleagues
actively participate, with each developing their own
personal action plan to help them put our beliefs into
practice in their day-to-day roles and ensure that each
person is clear that they have a part to play in making
the business even more successful. In turn, we reward
colleagues when we see these displayed. The continued
record results reported by the business are only possible
because of the outstanding contribution of our colleagues
and, on behalf of the Board, I thank them for their
continued hard work and dedication.

Supporting our community

As a business, we have long supported charitable

and community causes, but in the past year we have
firmly established a framework for our corporate social
responsibility and all the activity it encompasses.

Our initiative, called ‘Let’s Make it Count’ spans charity,
community, mentoring, enterprise and the environment.
We have had a phenomenal response from our colleagues
in relation to this, and our groups of volunteers have
made a huge impact already, establishing new activities
such as the Together food bank which supports those in
need in the local area, and setting up new enterprise and
mentoring schemes. On the fundraising side, we have
supported a host of worthy causes, with campaigns for
The Christie Hospital, Once Upon a Smile, Destination
Florida, Seashell Trust and more. We are really proud

of the commitment our colleagues have shown and this
activity will continue to expand as the business grows.
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Future outlook

The performance of the UK economy has been mixed
during the last year, with house-price growth flattening
in the London regions, inflation increasing and average
incomes somewhat squeezed. However, employment
appears strong and exports are more competitive as

a result of the weaker pound. Political uncertainty

is higher, and ongoing Brexit negotiations inevitably
contribute to this.

Despite such uncertainties, the Group has delivered a
record year of growth to add to its previous 42 years of
profitability achieved through multiple economic cycles.
The Group Board continues to have a positive outlook and
believes our proven business model, our well-established
programme of systems development, our recruitment
and investment in colleague skills and our enhancements
to our governance structure mean we are well placed

to deliver on our strategic growth plans.

Mike McTighe
Chairman
8 September 2017



Business model and strategy

We intend to continue our successful business strategy,
reinvesting retained profits and diversifying our funding
to support our continued growth plans.

We are a specialist UK mortgage loan provider,
established in 1974 and have operated successfully
throughout our 43-year history. We are one of the few
independent mortgage lenders to have traded profitably
through multiple economic cycles.

We specialise in offering retail and commercial-purpose
mortgage loans to market segments underserved by
mainstream lenders, thereby minimising competition
from retail (‘high street’) banks and other lenders, whilst
maintaining a conservative approach to affordability,
repayment and loan-to-value. Our loans include secured
first and second lien loans, of which 74.8% are secured
by residential properties, with the balance secured by
commercial and semi-commercial properties, all within
the United Kingdom. We offer our loans through one
consistent brand ‘Together’ and distribute them through
brokers across the UK (our broker network), professional

firms, auction houses and through our direct sales teams.

We continue to maintain a diversified loan portfolio
mix between retail and commercial-purpose lending,
security types and first and second lien mortgages.

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

We underwrite and service all our loans in house,
providing efficient automated processing where
appropriate whilst retaining a common sense approach
for the credit decision, allowing us to make informed
but flexible lending decisions valued by our customers.

Loan administration and collection processes are well
developed and regulatory principles are fully embedded
with a focus on treating customers fairly and positive
customer outcomes.

We maintain a diversified funding structure to support
our wide product base, matching loan assets to provide
cost effective funding whilst ensuring we maintain
business flexibility. We look to renew facilities ahead
of their maturity dates, and ensure we have sufficient
headroom to support our planned growth.

Our cost base remains low with a cost-to-income
ratio on an underlying basis of 28.7% (2016: 28.7%).
All operations are conveniently located at our head
office in Cheadle, Cheshire.

We consistently look to invest pro-actively in the sales,
operational and governance platforms of the business
thereby ensuring competitive and operational efficiencies
are maintained, continued compliance with regulatory
standards and sufficient resource is available to capitalise
on market opportunities.

We intend to continue our existing successful business
strategy, reinvesting retained profits and sensibly
leveraging reserves, raising new funding and diversifying
our funding to support our continued growth plans.

An explanation of the principal risks and uncertainties
facing the business is given in the section on
risk management.

28.7%

Our cost base remains low
with an underlying cost-to-income
ratio of 28.7%
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Operating environment

Whilst uncertain and adverse economic conditions may present
challenges, such conditions may also present opportunities for
specialist lenders like ourselves and reduce competition.

Macroeconomic conditions
Our business is impacted by general business and
economic conditions in the United Kingdom.

The impending negotiations around Brexit have created

a backdrop of uncertainty to the UK economy over the last
year. Conditions on the whole have continued to improve,
albeit more slowly, but the economic picture is mixed:

* Unemployment has fallen steadily to 4.4% and is now
at levels not seen since the 1970s though household
incomes have been squeezed as pay has failed to
keep up with inflation.

* The fall in sterling following the EU referendum
has increased consumer inflation but appears to be
benefitting exports. Inflation, having exceeded the
government’s 2% target, now appears to be easing
as a result of falling oil prices.

*» The FTSE 100 stock market index has risen over the
year, though this is partly due to businesses whose
principal currency is the US dollar appearing to benefit
from the weaker pound.

* To counteract the uncertainties and concerns relating to
Brexit, the Bank of England cut its base rate from 0.5%
to 0.25% in August 2016.

Unemployment has fallen
steadily to 4.4%
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The UK economy has avoided the potential recession
predicted by some following the EU referendum, with
growth proving steady but low compared with the
European average. Following the general election in

June 2017 there is increasing discussion of an easing of
the government’s austerity programme, which may lead to
increases in a number of economic measures. While bank
base rate is predicted to remain at 0.25% in the short
term, money markets currently indicate an increase is
expected in 2018. As the UK government now embarks on
the detailed Brexit negotiations it is possible there will be
increased market volatility in response to developments.
Overall we believe it is still not possible to foresee the
implications of the Brexit vote with any certainty until the
negotiations are much nearer completion.

Our underwriting and servicing processes are well
established, including in-depth assessments on affordability,
repayment and property valuations. In addition appropriate
stress buffers are included on affordability assessments for
potential changes in interest rates.

Uncertain and adverse economic conditions may make

it more difficult to raise external funding. To mitigate
this risk the Group has a preference to raise debt with
longer maturity periods, to refinance and extend existing
facilities on a regular basis ahead of maturity dates and
ensure sufficient facility headroom exists to support our
planned growth. Whilst uncertain and adverse economic
conditions may present challenges, such conditions may
also present opportunities for specialist lenders like
ourselves and reduce competition.



Operating environment (continued)

Property market

HM Land Registry reports that average house prices

for the UK have increased 4.9% for the year as a whole,
though there is variation regionally. Activity in London
has fallen, at least in part due to affordability issues, and
prices have fallen back slightly from their historic highs.

In recent years, house-price increases have in part
reflected a prolonged period of new home building failing
to keep up with demand. Whilst the rate of new home
building has started to increase, being 13% higher in the
year to 30 June 2017 compared with the previous year,
new home building of 164,960 homes is still below the
250,000 needed according to the housing charity Shelter.

The buy-to-let (BTL) market is facing specific uncertainties
as a result of changes in government policy. There was

a spike in purchasing activity ahead of the increase in
stamp duty in spring 2016; since then volumes have
generally been lower. We are now entering a period of
phased reductions in tax reliefs which, coupled with the
Prudential Regulation Authority’s new guidelines on
underwriting criteria, may result in further declines in BTL
activity. While these may reduce the overall size of the BTL
market, the additional complexities present opportunities
for specialist lenders to increase market share.

Increases or decreases in activity in the property

market are likely to increase or decrease demand

for our mortgage loans. Property prices also impact

the LTV of our loans: increases or decreases in prices
increase or decrease the equity that existing mortgage
borrowers hold in their homes. Increases or decreases in
home equity improve or restrict the financial flexibility
of borrowers to refinance or borrow additional amounts,
which in turn results in increases or decreases in
redemption and new business levels.

.9%

Average house prices for the
UK have increased 4.9% for
the year as a whole

We continue to undertake independent valuations

that provide security for our loans. We remain prudent
with the weighted-average LTV of new loan originations
being 57.1% in the year to 30 June 2017.

Competition

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

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

Competition levels could impact the acquisition cost

of obtaining business along with the interest rates and
fees that we can charge for our mortgage loans. While we
expect competitors to continue to seek to grow and extend
into new markets, we believe our established position in
the market, along with our continued investment in our
distribution channels, people, systems and governance,
and our strong financials, place us in a strong position to
deliver our strategic growth plans.

Regulatory and legal considerations

Our operations are affected by a number of laws

and regulations. Our residential mortgage business is
regulated by the FCA. We also have to comply with the
relevant UK and EU regulations including anti-money
laundering regulations and the Data Protection Act
1998, the latter being replaced by the EU General Data
Protection Regulation from May 2018.

We continue to invest in our compliance, legal and
governance functions to ensure we are adequately
resourced to ensure compliance with all existing
and future requirements.
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Chief Financial Officer’s review

Underlying profit before tax for the year
grew strongly to £117.1m.

Financial review

Profit before tax on a statutory basis increased to £94.1m
for the year to 30 June 2017, compared with £90.3m for
the year to 30 June 2016. Underlying profit before tax for
the year, excluding one-off refinancing and transaction
costs, grew strongly to £117.1m, an increase of £26.8m
(29.7%) on last year. The results for the year

are summarised:

2017 2016
£m £m
Interest receivable and similar income 246.5 210.8
Interest payable and similar charges (88.8) (67.5)
Net interest income 157.7 143.3
Net fee and other income 2.2 2.7
Operating income 159.9 146.0
Administrative expenses (58.4) 41.9
Impairment losses (7.49) (13.8)
|Profit before taxation 94.1 90.3 |
One-off refinancing and restructuring costs ¢ 23.0 -
JProfit before taxation excluding one-off costs- 117.1 90.3. |
Key performance indicators 2017 2016
Net loan book (£m) 2,240.9 1,800.7
Lending volumes (£m) 1,185.4 1,011.5
Weighted average LTV of originations (%) 57.1 -57.1
Weighted average indexed LTV of portfolio (%) 53.4 52.6
Net interest margin (%)®-® 8.5 8.9
Underlying cost-to-income ratio (%)® 28.7 28.7
Shareholder funds (£m)® 651.6 575.0
Net debt gearing ratio 2.4:1 2.1:1
Return on equity (%)® 12.8 13.6
Underlying return on equity (%)®- ® 15.8 13.6
Underlying interest cover ratio ® 2.5:1 2.4:1

(1) Costs of £14.8m incurred in relation to refinancing senior secured notes and £8.2m relating to
the Exit of Funds. These are considered exceptional and one-off in nature.

(2) Calculated as net interest income as a percentage of average loans and advances to customers.

(3) Calculated on an underlying basis after excluding one-off costs.
(4) Includes shareholder loans and notes of £23.2m (2016: £60m).
(5) Return on equity is adjusted to include shareholder loans and notes within equity.
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Chief Financial Officer’s review (continued)

Income and expenditure

Interest receivable and similar income have increased by
16.9% to £246.5m for the year to 30 June 2017 (30 June
2016: £210.8m). This increase primarily results from
higher interest and loan set-up income, recognised as part
of the effective interest rate, earned from growth in the
size of the loan book.

Interest payable and similar charges have increased

by 31.6% to £88.8m for the year (2016: £67.5m).

This results from the increase in the loan book and our
strategy to increase and diversify our funding. Specifically,
it includes £14.8m of one-off costs that arose on the
refinancing of our senior secured notes, increasing both
the amount and term of our funding while reducing the
interest rate payable. On an underlying basis interest
payable increased by only 9.6% to £74.0m.

Reported operating income has increased 9.5% to
£159.9m for the year to 30 June 2017 (2016: £146.0m).
Net interest margin decreased slightly, from 8.9% to
7.8%, being the net effect of the one-off restructuring
costs, a reduction in product rates, a higher-earning
asset mix, a reduction in non-performing loans,
increase in gearing and lower cost of external funding.
On an underlying basis operating income has increased
19.7% to £174.7m for the year to 30 June 2017 (2016:
£146.0m) and net interest margin has decreased to
8.5% (2016: 8.9%).

Administrative expenses increased to £58.4m for the year
(2016: £41.9m). This includes £8.2m of costs arising on
the exit of the Funds. It also reflects costs to support the
increased business activity as new origination levels and
loan book volumes increase, along with additional costs
to support investment initiatives to facilitate our strategic
growth plans. These initiatives include extensive IT
enhancements across the business and a focus on the

17.2%

Lending volumes were robust,
increasing by 17.2%

development of the governance structure and senior
management team. Despite this, underlying costs,
excluding the one-off transaction costs, remained in line
with last year, with the underlying cost-to-income ratio of
28.7% remaining at the 28.7% reported for the prior year.

The net impairment charge of £7.4m for the year was
an improvement of 46.4% on the prior year charge of
£13.8m. This reflected the long-term trend of improving
quality in our loan book. As a result the impairment
charge for the year represented 0.33% of the loan book
value at 30 June 2017 (2016: 0.77%).

Underlying return on equity has again increased,

to 15.8% for the year compared with 13.6% for the prior
year. This reflects our strategy of growing our loan book
while funding it with an increasing but still prudent
proportion of debt.

The underlying interest cover ratio, being the ratio

of earnings before interest, tax, depreciation and
amortisation (EBITDA) to interest expense and similar
charges, has grown to 2.5:1 for the year to 30 June
2017 compared with 2.4:1 for the prior year.
Underlying EBITDA for the year to 30 June 2017

is up 21.4% to £193.4m (2016: £159.3m).

Financial position

Lending volumes were robust, increasing by 17.2%,
with the Group originating £1,185m of loans in the year
to 30 June 2017 (2016: £1,012m). Growth of the loan
book has continued, the net loan book totalling £2.24bn
at 30 June 2017 (2016: £1.80bn).

The Group maintained its approach of high quality
lending focused on low loan-to-value (LTV) loans.

The key underwriting metrics therefore remained
consistent in the period despite the increase in lending
volumes, with the weighted average LTV of loans written
in the year to 30 June 2017 being 57.1% (2016: 57.1%)
and the average number of customers classified as credit
impaired, using the FCA definition, reducing to 12.4%
(2016: 12.5%). The weighted average indexed LTV

of the loan portfolio for the Group of 53.4% at 30 June
2017 (2016: 52.6%) continues to be conservative,
providing considerable downside protection in the

event of any downturn in the housing market.
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Chief Financial Officer’s review — financial position (continued)

Equity increased to £628.4m at 30 Juhe 2017 (2016:
£515.0m) and total shareholder funds including
subordinated notes and loans rose 13.3% to £651.6m
(2016: £575.0m). The increase in equity mainly reflects
the retained profit after tax for the year of £78.2m and

a £46.1m capital contribution arising from the change in
ownership structure detailed below, offset by dividends to
the parent company of £12.5m. Net debt gearing, the ratio
of borrowings to shareholder funds, remained prudent at
2.4:1 at 30 June 2017 (2016: 2.1:1).

Ownership structure

The Chairman’s statement has set out how Equistone
Partners and Standard Life Investments (the Funds)
approached the Group and its shareholders regarding
exiting their investment (the Exit Transactions).

Following a full review, a preferred option was identified
and executed on 2 November 2016 which entailed HN
Moser and the DL Moser 1995 Family Settlement Nol
Trust (the Moser Shareholders) indirectly acquiring

the interests of the Funds. This increased their ultimate
interest in Together Financial Services Limited from 70%
to a 100% interest, other than a continuing small non-
voting shareholding interest held by other members

of the senior management team.

In connection with the Exit Transactions, all the voting
shares of Together Financial Services Limited (including
the shares held by the Funds) were acquired by Bracken
Midco2 Limited, a company whose ultimate parent is
Redhill Famco Limited. Redhill Famco Limited is wholly
controlled by the Moser Shareholders. To support the
Exit Transactions, £220m of senior secured notes were
issued by Bracken Midcol PLC, a direct parent of Bracken
Midco2 Limited, and £100m of vendor notes were issued
to the Funds by Bracken Topco Limited, the direct parent
of Bracken Midcol PLC and direct subsidiary of Redhill
Famco Limited.
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As part of the Exit, of the £60.0m of shareholder loan
notes previously issued by Together Financial Services
Limited, £17.0m was repaid and £43.0m was novated
via the new intermediate holding companies to Redhill
Famco Limited. Together Financial Services Limited
replaced this funding with interest-free intercompany
loans totalling £60.0m due to Bracken Midco2 Limited,
which comprised a £43.0m loan with a maturity date
of 2 November 2036 and £17.0m with a maturity

of 2 November 2022. In addition a further interest-

free intercompany loan of £8.1m with a maturity of

2 November 2022 was provided to Together Financial
Services Limited by Bracken Midco2 Limited to fund
payments made under a management incentive scheme
and certain other expenses which crystallised on
completion of the Exit Transactions. On 22 February
2017 the loans with a maturity date of 2 November 2022
totalling £25.1m had their maturity dates extended to
30 September 2024.

Because these subordinated shareholder loans are interest-
free for fixed terms, their nominal amounts are greater

. than the fair values at which they are initially recognised

under international financial reporting standards. The
difference between the total nominal value of £68.1m
and the initial fair value of £22.0m represents a non-
distributable capital contribution of £46.1m. As the loans
approach maturity the loans will unwind to par at their
effective interest rate; the increase in amortised cost will
be charged to income with a corresponding transfer to
reduce the related non-distributable reserve.

Funding and liquidity

The Group is very highly cash generative, with cash
receipts in the year to 30 June 2017 of £1,000.8m
(2016: £833.0m) compared with debt service payments
(excluding debt issuance costs and other cash payments)
of £78.6m (2016: £61.7m) and other cash payments
mainly for overheads and taxation of £86.0m (2016:
£61.2m). The excess, along with additional funding,

is used for new lending.



Chief Financial Officer’s review — funding and liquidity (continued)

Liquidity is managed on a daily basis to ensure that
sufficient unrestricted available liquidity exists to allow
the Group to meet all its financial obligations as and
when they fall due including the outstanding pipeline
of loan offers.

At 30 June 2017 facility headroom was £308m (2016:
£295m). The Group aims to keep a minimum of six
months of facility headroom available and manages this
by arranging new facilities, extending existing facilities or
by adjusting new origination levels.

During the year the Group has increased and diversified
its funding structure even further. The introduction of

a third asset-backed facility, Delta, sits alongside the
existing Charles Street and Lakeside securitisations.
Delta, a facility for £90m, was executed on 26 January
2017 and will run until January 2021. On 13 October
2016, a Group subsidiary Jerrold Finco PLC successfully
refinanced the £300m 9%% senior secured notes due

in 2018 with an increased issuance of £375m 6%4%
senior secured notes due in 2021, and on 22 February
2017 successfully issued a further £200m at 6%:% due
in 2024. On 5 June 2017 the Group’s revolving credit
facility was extended on favourable terms to 2021 and
increased from £29m to £57.5m. Finally, as a result of the
Exit Transactions discussed above, the original £60m of
subordinated shareholder notes maturing in 2022 were
refinanced and increased as interest-free subordinated
shareholder funding, of which a total of £25m now
matures in September 2024 and £43m in 2036.

24.49%

The Group’s total facilities
increased by almost a quarter
over the course of the year

As a result of this activity the Group’s total facilities
increased by almost a quarter over the course of the
year, set out with current maturities as follows:

2017 2016
£m £m
Securitisation loan notes
Charles St (matures 2021) 1,000.0 1,000.0
Lakeside (matures 2018) 255.0 255.0
Delta (matures 2021) 90.0 -
Senior secured notes 575.0 300.0
(mature 2021 & 2024)
Subordinated shareholder 68.1 60.0
funds (mature 2024 & 2036)
Revolving credit facility 57.5 29.0
(matures 2021)
2,045.6 1,644.0

The earliest maturity on existing facilities is now the
Lakeside securitisation in August 2018. The Group has a
strong track record of successful refinancing and raising
new facilities and has a supportive banking group with
longstanding relationships with RBS (43 years) and Lloyds
(21 years), with Natixis, HSBC, Barclays, Goldman Sachs
and Credit Suisse joining over the period from

2014 to 2017.

Our funding mix of efficient asset-backed securitisations
and the flexible senior secured notes already facilitates
the provision of cost-effective funding whilst providing
the flexibility to support a diversified product base.

Gearing on a net debt basis as at 30 June 2017 remains
conservative compared with our peer group at 2.4:1
(2016: 2.1:1).

Approved by the Board of Directors
And signed on behalf of the Board

= S

Gary Beckett
Director
8 September 2017
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Let’s make it count

As a business that has long been committed to supporting our

local community and a range of charitable causes, we have
recently established a new framework called Let’s Make it Count’
to incorporate this activity.

Let’s get giving

9 Our charity programme spans local, regional and national
Let S get campaigns to help a wide range of worthy causes,

and last year we raised over £62,000. This included
6' 'VI N" £28,000 of matched company donations, £20,000
for Destination Florida and over £8,000 raised for
The Christie. Colleagues participated in a host of activities,

He]ping charities to including the Great Manchester Run, a family fun day,

make a difference dress-down da}fs and mor.e, as well as providing a call
centre for Comic Relief with more than 100 volunteers.
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Let’s get green
We believe in doing everything we can for our

Let ,S get environment, with a comprehensive recycling programme
at our head office. We also work with the National Trust

6' %EN and other organisations, offering colleagues opportunities
to attend volunteering days at local sites. Earlier this year,
our volunteers spent a day at Seashell Trust, a charity

Caring for the providing education and care for children with complex
learning disabilities, helping to maintain its grounds and
creating an outdoor space for the pupils to enjoy.

environment

Let’s get sharing
Our ‘Let’s get sharing’ scheme includes our work with

Let’s get BW3; Business Working with Wythenshawe, and other
. local organisations and youth groups. Sponsor colleagues
SH AN Na mentor local young people with regular meetings, and the
' feedback we’ve had confirms these young people really
benefit from a mentoring relationship, and it can have a

. . major impact in helping them fulfil their true potential.
Mentoring and training ! P

the talent of tomorrow
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Our colleagues are really passionate in their support, so we’re proud

to show that strong business performance and hard work can go
hand-in-hand with making a positive contribution to our community.
There are six pillars which our activity is focused around:

Let’s get caring

We work with a range of charities and organisations
local to our head office, offering support to different
groups within our community. At Christmas, we host a
pensioners’ lunch for those that may be lonely during the
festive period, working with local community groups.
We also recently launched our own Foodbank to provide
essential items to local households and families that may
be struggling financially, with a fantastic response

from our colleagues.

Let’s get

(ARING

Giving back to
our community

Let’s get going

We aim to encourage young entrepreneurs and help

them develop essentials skills for business with our

new enterprise scheme aimed at ages 15 and over.

As a business that is built on the vision and values of
entrepreneurs, Together is keen to share skills, knowledge
and inspiration with young people. Participants get a taste
of what’s required when it comes to making a commercial
vision a reality, developing skills such as influencing,
presenting, budgeting, planning, time management,
teamwork and more.

. Let’s get

GolNG

" Promoting enterprise
in schools and colleges

Let’s get creative

Working in partnership with local schools and young
peoples’ groups, we aim to encourage and inspire through
our competitions and challenges. Last year we held an art
competition and received 167 entries from 14 schools.
There were 18 worthy winners and we gave a total of
£7,000 to winning artists and schools. Current activity
includes a competition to nurture young reporters with the
opportunity to interview a premiership rugby player.

Let’s get
(REATIVE

Encouraging young
imaginations
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